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Iwouldlike to 
| hehopes will bea 


have been visited by Tamil Eelam Lib- 


tives come together and start to 
| mediate? What positive achievements 


; media. 
NSW 


| was amused to read the COVER STORY 
ion Sri Lanka which dismisses proven 


cle on the Sri Lankan | situation [21 
Feb.]. 

While his reporting gives us much 
information about past and present 
conflicts and points up the most cru- 


cial areas of possible dissent, I cannot - 


find any solutions which those inside 
Sri Lanka could explore; or any sug- 
gestions made about how those outside 
Sri Lanka could offer mediation. 


' For anyone really wanting to under- 
stand both the economic and social- 


fabric of life in Asia — from an un- 
biased point of view —- your magazine 
is essential reading. In Australia we 


eration Or ganisation representatives, 


heard their side of the story of the vio- 
lence which is affecting the lives of all 
Sri Lankans. 

So, I would like to ask Tasker, where 
are the.areas of agreement? At what 
point could the people's representa- 


have either side. made towards recon- 
ciliation? These are the things we need 
to know, if your article is to have a last- 
ing and healing effect, which must 
surely be the ‘responsibility of the 


L. MOSELEY 


As an amateur archaeologist, a student 
of Sri Lanka's history and a man who 
has widely travelled in the country, I 


history as myth or legend. While I do 
not wish to analvse the correspon- 
dent's statements, one by one, I would 
like to point out the following facts: 
» Sri Lankan history dating back to 
more than 2,500 years is not a vague 
mixture of myth, legend and 
hypothesis but a well-documented one 
(on copper and stone) which has 
undergone thorough scrutiny of mod- 
ern-day historians. 
» Ruins of Sri Lankan architecture 
and Buddhist temples dating back 
2,000 years are found scattered 
throughout the island up to the north- 
ernmost point in Jaffna. In my study 
tours in the 1950s I visited many of 
them and was dismayed to see destruc- 
tion going on in the so-called “Tradi- 
tional Tamil Lands” in the north and 
the east. 
» The hero king Dutagunmun was not 
a mythical figure as reported. Stone 
seriptures describing his battles 
apa the south. Indian Tamil hordes 


| | who seem to be well organised enough | 
| to put their case to the international 
. community. However, we have only 
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with tf 
pagodas. - 
» Archea: and histori 

E oy beyong doubt that the 


LE 


times after tempor ry se 
lerated the peaceful Tamil 
tled down in the sparsely | 
areas. 
» Ample evidence in support. 
above facts are available in the 
Museum and the National Muse 
Colombo. 

In passing I wish to 1 
what is happening now in 
history — not myth — 


Brussels 


President geb LT 
DU ane both c o 


the pe of : a multimil on. 
erty. Filipinos are angry - — 
the Marcos government, bi 
barbaric people who take. 
lives to magnify a lost cause. 
Quezon City NORRBERTO 1. V 


Dutugumunu, in ecen 
hailed as a hero by the Sin 
cause he killed the Thumil 
Elara [REVIEW, 21 Feb]. | 
just king who for more than 40 3 
ruled impartially over Hindus 
Buddhists. He was loved, theref 
all his subjects. There was at the 
no Sinhala-Thumil rivalry as. 1 
were no Sinhalese, oniy Buddhists 
Hindus, on the island. l 

Dutugumunu fought Elara only ti 
satisfy his avarice. The present-da: 
Sinhalese conveniently forget £ 
Dutugumunu was a v irile youth i 
early 20s when he fought in single cor 
bat Elara who was in his 60s. Hence 
the real hero in: that. battle 1 was 
warrior king Elara who, despit 
age, did not refuse Dutugum i 
challenge to a blatantly one-sided.er 
counter. 

Dutugumunu, having killed E 
and satisfied his avarice, was 
| Dg remorse. He therefore 
Elara and d 





¿Real estate in the United States 
rs excellent security and tremen- 

ous profit potential. And many of 

the best investment opportunities in 


the United States are in Texas: a big 


state with an even bigger future. 
 Hollowell- -Pettit specializes in _ 
*xas real estate. We search out - 


i je transaction S fron purchase to 
iministration and sale. | " 

‘or information on real estate 
tment opportunities as big 

as Texas, write to Paul Pettit, 

Managing Director, Hollowell- 

| Pettit Inc., 11408 Audelia Road, 
|. Suite 4737, Dallas, Texas 75243 USA. 


|HOLLOWELL PETTIT 
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- noble conduct tha fol 
This is yet another example of how the 


Sinhalese leaders have, through a de- 


liberate campaign of misinformation, : 
led the gullible masses to adopt sub- - 


human values. 


Manila "THUMILNESEN' 


State and client 


lemma of Legislation [10 Jan.] points 


viduals. 


Lawyers as a professional body take - 
pride in fearlessly defending unpopu- 


lar members of their community. 
Certain fundamental concepts — 


confidentiality with his client, and 
that his identification with his client's 
cause or interest is only of a profes- 


incidents, reported in the Chinese 
press — one cóncerning a defence law- 
yer being barred from taking further 
part in the proceedings by the crimi- 


nal-tribunal adjudicator for being too | 


| onde ng 
such aslawyer'sobligation to maintain |- 
pe Shroff replies: The figures on investm 
| ment flows were from the US Depa 

| ment of Commerce. Third quarter 198: 
sional and impersonal nature — have |. 
not taken root in. China. A few recent 


"Federal. Besorve Bulletin Fara t 
investment in US financial securi 
by foreigners for the first three qu 
ters of 1984 amounted to US$9.6 b 
lion- Direct investment by foreigne 


totalled. US$15. 5 billion over the sa 
period. The US current-account defit 


: | | over thé past two years has prima 
Tibor Baranski Jr's piece on The Di- | 
| lendihg 
out the conflicting demands made on | 
members of the Chinese legal profes- 
sion who are torn between being repre- ; 
sentatives of the state's interest, as i 
state workers (under Article 1 of the . 
Provisional Regulations on Lawyers, 
1980) while defending accused indi- 


been financed by the turnaround in 
“US banks. American ban 


are: disinvesting overseas, In sho 


financing for the deficit is coming fre 
_the asset, not the liabilities side of t] 


e-sheet. I have termed thi 
enon "The Eurodollar mar 
returning home." j 
While I agree with many of tl 


“points in your article and I too sha 
your caution about the dollar, muc 


the discussion concerning its perf 
ance has been clouded by inaccuracie 
T. C. THOMPSC 


showed direct and equity investment 


‘US$4.3 billion and purchases of tre 


sury and other securities of US$7.7 b 
lion. Both figures are dwarfed by 


| c MR mm US is ME 


argumentative, and another, à lawyer; i^ d 
in civil proceedings, being ‘beaten Tio 


up by members of the public for repre- 


senting an unpopular litigant — amply - i 


testify that the Chinese public's at- 
titude towards lawyers has. remained 
medieval and prejudiced. ` 

It will take a long time for China to 


tolerate and appreciate the difficult- é 
role of lawyers, if indeed such a role is © 


permitted to develop at all. 


Point, counter point | 


Although most interesting, I must take 
issue with two peu made by SHROFF 
[7 Mar |. : 


First, I do not une sind his: com- 


ment about the reduction of United | 


States capital outflows being “hardly 
an indication of long-term competi- 


tiveness of US enterprise in the | 
world." American corporations have . 
been investing heavily in their domes- 


tic operations. The fact that they are 


not investing overseas provides evi- 


dence that US corporations see the op- 


portunities for their future growth to 


be better in the US than elsewhere. 
Also, the fact that US corporations 


| are not investing overseas challenges 
the conventional wisdom that the dol- : 


lar is “overvalued.” In the 1960s when 


D? | the, dollar was also considered to be 


ove rvalued” 


FRANKIE FOOK-LUN LEUNG 


.US corporations in- | 


eiue] East will ted be ood for. t 


kindly chuckle. _ 7 
The all-time champ, however, mu 
be an entry from Kobe's pre-war sex 


"shop tucked away ina littlealley of the 
‘Motomachi but known to seafarers and 
‘many others the world over. Richa: d 


Hughes, in his book, refers loving 
and at length to this remarkable re 
outlet (not, alas, by its correct corpo- 
rate name, which was Amos and Co.) 
Among a host of bizarre merchan- 
dise, Amos marketed one particul: 


i product of no particular name brand 


but the instructions of which, clearly 
printed on the packet, remain a total 
mystery to this day. The product in 


-question was a rubber condom, and the 
‘instructions read: “Hold your tongud 


on her that you have.on this and bu 


Foren happiness theres to it.” 





| Thei opening of the 1985\ World d Exposition o on  Sci- 
ence and Technology at Tsukuba, Japan, is more 
than;a showbiz event. Just as the Osaka Expo of 
1970 marked Japan's emergence as a major in- 
dustrial nation, Expo '85 marks its arrival in the 
| "forefront. of world technology and invention. 
Tsukuba. itself, a science city. housing 4096 of 


Ev 
PENSI KOK 4 
CEE | 


Tr ors B 


» edid Pu Dd $ 


Tsukuba Si 


Japan's public-research facilities, is a syrr 
this: new: direction. In Focus on Technological 
Japan, technology correspondent Gene Gregory 
reports-on the startling new work 
cience City, while Tokyo ‘bureau chief 


; bol of 


« being done at 


. Charles Smith examines: ‘Japanese creativity and technology transfer. 
| Meanwhile, Tokyo coresppndent Bruce Roscoe visits Exp 


. Cover Hotte by nd Marchant. 


; jene 10 


‘China responds quickly and p posi- | 


tively to the first hint from new 


Soviet leader Mikhail Gorbachov | 


of a desire for improved rel 
ith a message indicating - 

even  party-to-party 

might unfreeze after 20 yoan * 


Page 12 
Thailand's military commander 
Gen. Arthit Kamlang-ek seems 


likely to get at least a one-year ex- 


tension in his job, keeping his 
ae diii political ambition. alive. 


ri Lanka, already suffering from | 


Tamil separatist violence, has a 


new problem as students protest. 


against university reform. 


i Regional Affairs 


;» Gerontocracies unite... 1. 

. Newerain Soviet-Japan ties possible 
Thailand: Another try for Arthit in. 

ir NO WIE eee — 

Sri Lanka: Protesting reform 1 
South Korea: The gathering clouds __. 2 
Malaysia: Lifting the veils | 
Hongkong: Trial by experts 
‘Indonesia: Glorious revival 
China: Respect for learning? 

Burma: Proud past, sad present 
News i in the air 
The urs p Foraurid press 
Sy 


re 


relations | a 


Page n i s 
Malaysia bans traditional islamic | 
«dress for female civil servants and 

students — taking a risk in a possi- | 
p ble election year.. 


| "Page A 

Opposition among Hongkong’s 

| legal community is rising against a 
„move to substitute a panel of ex- 
perts for a jury in complex com- 
mercial-crime cases. 


‘Page 25. 
‘Indonesia prepares to re-enact the 
| " tono Bandung conference. 


Pages 37-40 ! 

| The.. Burmese press, completely 
-government controlled, is just a- 
| Shadow. pt its proud ¢ earlier sott. 


Wildlife: times jo fost ERN /58 


| g 
- -— SAGUN New Somes poner 
Foreign relations: A crack in the ice — 10 Ub a : 


B Business To 
E Budgets: India’s private thoughts 


Growth on target ~ 


; Finance: Unwrapping a package 


in Manila 


Markets: Green light for à new red 


bourse in Shanghai . 
China's investors" Bund. 


. Shipping: Hoisting anchors . PIPER: 
; Energy: Open Edid in indonesia —— 7 


A state of disarray . 
Unaccou ntable. costs . 
Projects off the shelf 
Companies: indonesia’ S CODO IS 
hybrids LL ÁSELL 
Finance Hollywood style in 
Hongkong 


Banking: Japan’ g offshore, 
T" explorati 


ways of "doing 
new leadet : 


| Letters . 
Briefing 


intelligence 
The Week 


| Traveller's Tales  ——— 


| The sn Colun 
Shroff anes 


Prices. lg Trends x VN: 
Backpage Letter: tad mom 




























, nu received orders to 


ainst a team of North Ko 
an saboteurs suspected to 
have entered the countr 
Press reports said North Ko- 
rean agents might try to wreck 
development projects either 
financed or executed by South 
Korean firms. These include a 
40. million (US$284.62 
illion) bridge in Penang 
E built y Hyundai | 





















































with ir Here 


tovallow more descen- 
of non-Chinese Hong- 
itish Dependent Terri- 
Ltizens (BDTCs) who 
. becóme stateless when 
la resumes sovereignty 
Hongkong in 1997 to ac- 

e the status of British 
rseas Citizens (BOCs). 

g a House of Lords de- 
-on the Hongkong Bill on 
V larch, Minister of State for 
ign and Commonwealth 
fairs Baroness. Young re- 
ted a bid to give Hongkong 
ns of Indian origin full 
ish citizenship after 1997, 

the BOC status could 





on to grandchildren of 
D Cs — who will become 
| Nationals (Overseas) 


xen minorities do not au- 


ntain a state of high alert i 
O- | in Sabah (Review, 21 Mar.). 











€ of all arriving Ko-. 
-JAMES CLAD 


Government has 


on for oneextra gen- 
| be 


Id they be i in opi of | 


tomatically or ‘Chinese 





a fresh mandate for his two- 


term state government, Chief 


Minister Datuk Harris Salleh 
was prompted by perceived 
growing opposition sentiment 


"he powerful Berjaya party 
‘eportedly faces differences 
within its own party ranks as 





well. — SUHAINI AZNAM 
Governor named 
for Punjab 


| Indian Prime Minister Rajiv 


Gandhi has appointed Arjun 


| Singh to take over as state 


governor of Punjab from ad- 


an ministrator K. T. S rwala. 





But Gandhi said that the res- 


]toration of popular govern- 
ment in the state and the with- 


drawal of the army will have 
to wait until the situation 
there returns to normal. | 


Meanwhile, eight moderate - 


Sikh leaders detained in June 
1984 have been released, 
among them Sant Harchand 


| Singh Longowal, president of 
the major Sikh party, Akali 


Dal. Upon his release, Lon- 


| gowal called upon the Sikhs to 


fight "state terrorism" and 
said that the Anandpur Saheb 
resolution, which forms the 
framework of Sikh demands, 
must be accepted. — MOHAN RAM 


New president on the 
cards for Singapore 
Singapore President C. V. 
Devan Nair's condition is said 
to have stabilised after he was 


| rushed to hospital with liver 


problems on 16 March. Chief 
Justice Wee Chong Jin has 
been made acting president, 
but if -Nair continues to 
incapacitated, a par- 
liamentary election of a new 
presidenti isnotruled out. ` 

— V. G. KULKARNI 


Wingti to challenge 


| Somare for top job 


In a vote of no confidence in 


| veteran Papua New Guinea 


Prime Minister Michael So- 
mare — who has survived six 


such votes over the past seven - 
years, but was unseated in one. 


five years ago by Sir Juliu 


will rely on the support of the 


| present opposition led by Fr | 
John Momis plus that of some | 


disaffected members of So- 


2! mare's Pangu Party to win the | 
-54 votes he needs in the 25 | 
Xue. — ROWAN CALLICK 


vilis: feel that m seeking 
































pp Chan — Deputy Prime Minis- | p 
ter Paias Wingti, who has re- 
signed, will be proposed for the | 
| premiership by Chan. Wingti . 


| Rising exports push. 
Japan's GNP growth 


| Japan's fourth-quarter gross 


to an export surg 


"March, will easily 
| official growth fo 


(where the won's r | 
strength against the US dollar 


national product rose a real 
2.3% over the previous quar 


ter, the Economic Planning 


Agency reported, This was the 
highest quarterly rise since 
the first quarter of 1977, and it 
translates into a 9.6% annual 
gain. GNP for calendar 1984 
showed real growth of 5.8%, 
the highest increase since the 
8.895 rise in 1973. "hi 

growth was attribute 


planners believe GN 
cal 1984, which eè 


o 


5.3%. They are also co 
ihat if current ec 
trends continue, fisca 
GNP growth will 
the targeted 4.6% 


The Nepalese CODES has 
introduced a revised export 
policy in an apparent bid to 
control 
earnings from exports to mar- 
kets outside India. Under a 


including. jute. and. Tibetan- 
style carpets where the value 
exceeds US$1,000. Exporters 
say the new regulation will 
hurt sales abroad of these and 
other products, 
gether account for 50% of the 
country's sáles to foreign mar- 


kets excluding India. 


^o c KEDAR MANSINGH | 





dan ‘Finance Minis- 
Mahn Jé has ruled out 
^ of a one-shot 

: n of the won 
against the US, dollar to bring 








the South Korean currency 


into alignment with European 
currencies. The minister's 


levalued to improve ex- 
S. 





X 


to the United 
States and Japan were gener- 
ally steady, those to Europe 
relative 


compared to European cur- 






|| techniques 


foreign-exchange . 


E aun SS ae MARA LRH 


policy effective immediately, | 
letters of credit ‘are ‘required | 
for exports of certain products.: 





which to- 


statement followed specula- 
on that the. currency would 


| During the first two E 
months of 1985, South Korean | | 
exports totalled US$3.61 bil. | } $ 
lion, slightly down on the 
same period of 1984. While 
shipments 


auo TW 






ated against the US. 
y around 2.5% so farin' 
stead of devaluation, 


measures, such as improved 





export-finance facilities, to 
stimulate foreign sales. = 
— PAUL ENSOR 











India ¢ oes ahead 
1S licon deal 





n he bb dir from an Ame- ^ 1 
can firm, Hemlock HM. 3 












ment with the US firm had 

been approved earlier, but 
was held up for review by the 
| government of Prime Minister | 


indigehoüs come 
develop similar 
(REVIEW, 7 Mar.) 
Under the agreement, Hem- 
lock will supply process tech- 
nology and equipment for pro 
duction of the material, essen- 
tial to the electronics industry 
The firm has reportedly been - 
paid US$670,000 as the first : 
instalment for Mie e. 


New s system propo 

for commodity nine 
Malaysia’s Commodity Trad- 
ing Council has proposed a 
new system of guaranteeing . 
settlement of contracts as a 
move to lift sentiment on the - 
virtually moribund Kuala . 
| Lumpur Commodities Ex- 
change (KLCE), hit last year _ 
by defaults on nearly 6 ,000,. 
palm-oil futures contracts‘ 
(REVIEW, 12 July '84). A new. ™ 
commodities clearing house 
jointly owned by the KLCE,: 
clearing members and banks; 
will replace the existing Kuala 
Lumpur Commodities .Clea T 


efforts by 
panies to 



































: - London-based : 
Commodities: : 
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trepreneur. s attempt to dm 
"markety col 


icultural Aircraft to 
iland, Bridges for 


Indonesia-Iransfield has 
: lready built a reputation. 


A bridge to 


South East 


The Transfield Group has supplied expertise and can supply prefabricated 
agricultural aircraft for Thailand’s sugar steelwork throughout South East Asia for 
plantations, has recently supplied 150 any size of project. 
specially-designed steel bridges for 
Indonesia and is completing a further 


550 for this important market. ™ = 
Further north, we have supplied and 























installed container cranes for the port > 

c "daranse 
Transfield can offer a wide range of i 

management services or construction 100% AUSTRALIAN-OWNED 


545 Orchard Road, 13-15 Far East Shopping Centre 
SINGAPORE 0923. TEL: 733 5033 TELEX: 24237 


(Offices also in Kuala Lumpur and Jakarta.) 
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Ordinary computer systems take a 
very narrow view of your worl 


- 
_ 
^ 


I 
5 
L| 
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The extraordinary MAPPER System 
puts things in true perspective. 





Ordinary computer systems see you and MAPPER adapts to the way vou work. The MAPPER System can be scaled for a 

your special business problems the way You and your people don’t have to be major corporation, for a single 

their programs tell them to. Which means computer experts to use MAPPER department, or for a growing business. 

they can't see things quite right. expertly. Far from it. Simple but powerful Before you invest in any ordinary 
That’s because computer programs are English commands get you what you computer system, invest a little time with 

either off-the-shelf — designed for some want. A word or two is usually enough. Sperry. Come see MAPPER in action — 

mythical **typical"" business. Or they're As you insert and extract information, hands-on. 

custom-designed — created by an outsider freed from rigid procedures, you create 

who's unlikely to have a complete picture your program along the way. So you can 

of your business. make mistakes. Change your mind. Even 


But meet the Sperry MAPPER® System. alter your destination in mid-journey. 


It's truly an extension of your mind. MAPPER does more than work the A 
Instead of confining you to any fixed way you work. It actually follows the way Soe [2-9 V 
program, MAPPER gives you carte you think. n 

blanche to create vour own programs. 








Sperryl.td., ORG Systems, N.V.P.D. Soedarpo Corporation, EDP Taiwan Incorporated, 
36/F., Sun Hung Kai Centre, Anand Bhavan, 33 Bhavan Lok, Electronic Data Processing Division, 4th Floor, Min Hwa Building, 
Wanchai, Hong Kong Vasant Vihar, Jalan Let, Jen. S. Parman Kav, 35, 150 Fu Hsing North Rd., 
Tel: 5-749311 New Delhi — 110057 India Slipi, Jakarta Barat, Indonesia Taipei, Republic of China 
Tix: 74516 UNIVAC HX Tel: 675317 Tel: 596701 Tel: 715 3933 
: Tix: 031-2140 ORG IN Tix: 45867 DARCO IA Th: 11169 GILBMAR 
Sperry Pte Lid., 
07-01, The Octagon, Summit Computer Co, Ltd., Pernas Trading Sdn Bhd., Uniphil Computer Corporation, 
105 Cecil St., 8th Floor Silom Building, Computer Division, 2nd Floor, Don Jacinto Building, 
Singapore 0106 197/1 Silom Rd., Bangkok, Thailand 3rd Floor Annex Block, De La Rosa Cor Salcedo Sts., 
Tel: 2248333 Tel: 2334280 Jalan Raja Laut, Kuala Lumpur, Legaspi Village, Makati, Metro Manila, 
Tix: VACSIN RS 20844 Tix: 82709 SUMMIT TH Malaysia Philippines 

Tel: 932122 Tel: 851144 

Tix: 30340 PETRAD MA Tix: 075-66609 UNCC PH 

MAPPER is a trademark of Sperry Corporation. © Sperry Corporation 1984 
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INDEPENDENT MINDED 
Corazon Aquino, widow of 
assassinated Philippine 
opposition leader Benigno 
Aquino, showed her increasing 
frustration at attempts by some 
of her opposition co x ag to 
manipulate her, by briefly 
attending a small private meeting 
of organisers of arrival opposition 
group in Manila on 18 March. The 
meeting of representatives of 
three major moderate opposition 
parties was drawing up plans to 
arrange its own “fast-track” 
system for choosing a credible 


candidate to run 
for president if 
President 
Ferdinand 
Marcos should 
suddenly leave 
the scene. Most of the leaders of 
Mrs Aquino’s so-called 
Convenors Group, which drew up 
its own scheme in early January, 
refused to attend the other 
groups’ National Unification 
Conference on 10 March — which 
Mrs Aquino wanted to attend, but 
was dissuaded from doing so by 
her colleagues. 





AVOIDING THE ISSUE 


Malaysians attending a 27-28 
February Kuala Lumpur 
colloquium with representatives 
from Hanoi's Institute for 
Foreign Relations have privatély 
expressed disappointment at 
their counterparts' unwillingness 
to go into detail about Vietnam's 
recent suggestions for peace in 
Cambodia. Although Kuala 
Lumpur insisted that the 
Vietnamese prune their 
delegation from 14 to six before 
coming to Malaysia from a 
parallel session with Jakarta's 
Centre for Strategic and 
International Studies, the 
Malaysians nonetheless had 
hoped for better things from the 


BANGLADESH 

President H. M. Ershad launched a 
crackdown on the opposition ahead of a 
referendum on his military rule, sources in 
Dhaka said (13 Mar.). At least four people 
were injured by bomb attacks, police said 
(18 Mar.). The government reinstated 340 
policemen who were dismissed on various 
charges under martial law (19 Mar.). 


CHINA 

United States Undersecretary of State 
Michael Armacost held foreign-policy 
talks in Peking (18 Mar.). 


HONGKONG 

The British Government conceded to 
pressure from Hongkong and in parlia- 
ment and agreed to an extension of British 
Overseas Citizenship to more descendants 
of the present residents of the territory (14 
Mar.). Two more Hongkong people were 
appointed to the Chinese People's Politi- 
cal Consultative Conference (19 Mar.). 


INDIA 

Authorities in Ahmedabad called out 
troops after violence, in which four people 
died, erupted over an official policy grant- 
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institute's first meeting with their 
own, newly formed Institute for 
Strategic and International 
Studies. The colloquium’s 
originally scheduled date in 
January was postponed when the 
latest Vietnamese offensive 
began near the Thai border. 


GUNSHIPS VS TAMILS 

Sri Lanka has bought six Bell- 
212 helicopters for use against 
Tamil insurgents in the Jaffna 
peninsula. The purchase, valued 
at US$15 million, was concluded 
in Singapore by Bell Asia, a 
subsidiary of the American 
manufacturer Bell Industries. 
The aircraft are to be fitted with 
armaments and surveillance 


ing concessions to lower-caste Hindus, the 
Press Trust of India said (19 Mar.). 


INDONESIA 

Seventeen people died in an explosion 
at an armed forces ammunition dump in 
Bandung, official sources said (14 Mar.). 


PAKISTAN 

Five people died and six were injured in 
a government crackdown on the head- 
quarters of a rebellious tribal chieftain 
and heroin kingpin, Wali Khan, in the 
Khyber Pass near the Afghan border, a 
government official said (15 Mar.). 


PAPUA NEW GUINEA 

Deputy Prime Minister Paias Wingti 
resigned, and former prime minister Sir 
Julius Chan announced a motion of no 
confidence in Prime Minister Michael So- 
mare and proposed Wingti as premier (18 
Mar.). 


PHILIPPINES 

Rebel Roman Catholic Priest Fr Con- 
rado Balweg was wounded during a mili- 
tary assault on his training camp in the 
mountains near Sandanga province, the 


devices in Colombo. Two of the 
six helicopters were air-lifted 
from Singapore in February in ¢ 
Hercules C-130 transport Ve 
belonging to a subsidiary of the 
Indonesian state oil company, ` 
Pertamina. 


Financing for Occidental 
Petroleum Corp.'s US$600 
million shuo coal project in 
China's Shanxi province has been 
frozen until stalled contract 
negotiations with the China 
National Coal Development 
Corp. are completed, banking 
sources in Hongkong said. 
Affected by the freeze is US$160 
million in temporary financing 
arranged in August 1984 between 
Occidental and seven banks. The 
bridging loans were to be 
replaced by a syndicated- 
financing package once 
Occidental reached final terms 
with the Chinese. However, 
negotiations over the 
development of the open-pit mine 
with a capacity to produce 15 
million tonnes of thermal coal a 
year — the largest joint venture 
in China after the Daya Bay 
nuclear-power project — have 
bogged down over the 
distribution of profits as falling 
coal prices have eroded the 
project’s profitability. 


government newsagency claimed (13 
Mar). A judge ordered a nationwide 
search for four prosecution witnesses 
sought in the trial of 26 men linked to the 
murder of Benigno Aquino (19 Mar.) 


SINGAPORE 

An explosion thought to have been 
triggered by a bomb ripped through the 
building housing the Canadian and Israeli 
diplomatic missions (17 Mar.) 


SOUTH KOREA 

Opposition leader Kim Dae Jung said he 
agreed to being joint chairman of the Con- 
sultative Committee for the Promotion of 
Democracy, a dissident group (15 Mar.) 


THAILAND 

The Thai army regained control of three 
strategic border hills from intruding Viet- 
namese forces and drove all but 200 Hanoi 
troops back into Cambodia, an army com- 
mander said (14 Mar.) 


VIETNAM 

Vietnam has told China it is willing to 
discuss border problems and other related 
matters, it was reported (16 Mar.) 
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-A crack in the ice 
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= him a message 
— from Chinese 


. bachov. 





“By Mary Lee in Peking 


ll the new Soviet communist 
A party leader Mikhail Gorbachov 

had to do was mention his hopes 
for *a major improvement in Sino- 
Soviet relations," in his acceptance 
speech to the party central committee, 
and a thaw in this hitherto frozen 
sphere was possible. 

Peking despatched an appropriately 
youthful vice-premier and emerging 
political figure, 
97-year-old Li 
Peng, to Moscow 
to attend the 
funeral of the 
aged leader, Kon- 
stantin Chernen- 
ko. Li took with 


party General 
Secretary Hu 
Yaobang to Gor- 


The fact that it 
was done was as 
significant as the 
contents of the message, since party- 
to-party relations have been frozen for 
more than 20 years. But the message it- 
self was significant, with the Chinese 
general secretary wishing his Soviet 
comrade “great accomplishments in 
the course of the Soviet socialist con- 
struction,” and saying that China was 
“willing to work toward further deve- 
loping relations in the political, econo- 
mic, scientific, technical and cultural 
fields.” 

It was the first time China has offi- 
cially referred to the Soviet Union asa 
socialist state since their estrangement 
started. In return, Gorbachov asked Li 
to convey his best wishes to Hu and 
Said the two countries should “con- 
tinue and heighten their level of 
dialogue, jointly work to reduce differ- 
ences and make progress in a wider 
scope of areas.” 

The inclusion of “political” relations 
in Hu's message surprised many obser- 
vers, as did the total omission of the 
three outstanding obstacles — Soviet 
troop strength along their common 
border, the occupation of Afghanistan 
and the Vietnamese occupation of 
Cambodia — blocking normalisation 
of Sino-Soviet relations. When Soviet 
First Deputy Premier Ivan’ Arkhipov 
visited Peking last December — the 
first high-ranking Kremlin official to 
do so in 15 years — Premier Zhao 
Ziyang told him that these *major ob- 
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stacles could not but arouse our con- 
cern.” 

Arkhipov’s visit set the stage for 
both sides to tap what they called 
“considerable potential for mutually 
beneficial business-like cooperation.” 
A trade agreement as well as pacts on 
economic, trade, scientific and 
technological cooperation were 
signed. Both sides also agreed then to 
set up a joint commission of economic, 
tradė, science and technological ex- 
changes, while an economic and trade 
agreement covering both countries’ 
next five-year plans (1986-90) will be 
signed in Moscow. 

Even optimists saw the progress in 





the pragmatic aspects of Sino-Soviet 
relations occasioned by the Arkhipov 
visit as providing, at most, a way round 
the political obstacles. But recently the 
Soviet occupation of Afghanistan be- 
came a major issue again when the 
Soviet-backed Kabul government ac- 
cused Peking of training and supplying 
arms to Afghan rebels. 

China responded by accusing Mos- 
cow of inspiring these “ill-intentioned 
allegations to extricate itself from a 
position of international isolation.” 
According to the People’s Daily: “The 
Soviet aggression against Afghanistan 
threatens China's security." In addi- 
tion, the renewed fighting along the 


Gerontocracies unite ... 


The Soviet Union and China have shared the problem of rule by 
old men, but Gorbachov's rise to power has started a new era 





By David Bonavia in Hongkong 


he sudden rise to prominence of 

Mikhail Gorbachov gives promise 
of a welcome change in the world's 
biggest gerontocracy — the Soviet 
Union. 

At 54, Gorbachov is the youngest 
person to take the supreme office of the 
Soviet system since Josef Stalin. He 
comes to the leadership after the suc- 
cessive deaths of Leonid Brezhnev, 
Yuri Andropov and Konstantin Cher- 
nenko, the youngest of whom, An- 
dropov, was 69. The Soviets may well 
rejoice that they have broken out of the 
mould of a country run by creaky vete- 
rans, whose attitudes and ideas belong 
to a past age. 

Gorbachov has made a good impres- 
sion in the West so far, with his easy, 
self-confident manner, and his pretty, 
relatively young wife who has clung on 
to the rarest thing a Soviet woman can 
hope for — a decent figure. 

This probably means that the world 
is in for another inane bout of flattery 
and over-optimism in the Western 
press, particularly the big United 
States news magazines, which seem to 
vie with each other for the most 
sycophantic description of new Soviet 
leaders whenever they come to power. 
Andropov, for instance, though a 
hardline former KGB boss, was dub- 
bed a closet liberal and a jazz-lover. 


PO A ES EEE + ey cr ee SEE 


Nobody yet has the faintest idea how 
Gorbachov will behave on the vital 
problems of arms-control negotiations 
with the US, or the internal problems 
in Eastern Europe, the flagging Soviet 
economy and the relationship with 
China. To make optimistic predictions 
now may well be to court disillusion- 
ment in a few years’ time. 

As much as his youth is on his side, 
Gorbachov will still have to tread very 
softly in his first year or two in office to 
avoid offending the much older polit- 
buro members whom he has been al- 
lowed to outstrip. Big concessions in 
East-West diplomacy are out of the 
question; a modest thaw is the best 
that can be expected. 

How will Gorbachov's appointment 
affect the Soviet Union's up-and- 
down relationship with China? The 
signs are that it will continue and 
perhaps accelerate the improvement in 
state-to-state relations between the 
two big neighbours, but that party-to- 
party relations are still virtually fro- 
zen. Actually, the distinction between 
these two types of international links 
among communist states is often 
exaggerated. The party makes foreign 
policy at the topmost level, and the 
government merely implements it and 
reports back on foreign reaction. Top 
government people arémearly all party 
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threats, Peking's attitude towards 
Gorbachov seems unusually positive, 
though si is mostly atmospheric 


and much more is needed to melt the 
glacial Sino-Soviet. relations. For a 
start, the People's Liberation Army is 
very aware that the presence.of Soviet 
troops along its northern border con- 
stitutes. the greatest present threat to 
China. Even so,.there are indications 
that the present atmospherics. could 
well turn out to provide. a. dramatic 
climatic change. D: : 

If the prospect of improved relations 
between the two communist powers is 
causing any à 
was not reflected by Michael, Arma- 
cost, United States under-secretary of 
state, who held two days of talksin Pe- 






king just a week after Chernenko's | 


death. 


members. And above them both hover, 


_the security services, usually contro. 
‘led by the most prominent state, 
ernment or party figures. 


jety in Washington, it 


ta ks with Foreign ir 

tuedian and other Chinese offi- 
cinis. but. he did not elaborate; At the 
same time he was evasive as to the US 


| view on comparatively limited Chinese 


| intervention against Vietnam in re- 


sponse: to.the Vietnamese dry-season 
victories over Cambodian resistance 
forces. He merely said there had been 
considerable activity on the Sino-Viet- 
namese frontier and that Wast ington 
“does not take a position" on an actual 
Chinese invasion of Vietnam. _ 
Peking obviously regards the com- 
paratively young Gorbachov as likely 
to remain in power for a long time 
and thinks that it would be appro- 
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Nonetheless, when China says it is. |... 





not yet ready for close party-to-p 


relations with the Soviet Union, it i$ | '} 


making a point in its overall quarrel 
with Moscow: if the Soviets want to re- 


open party-to-party links on any ` 
meaningful scale, they will have to | 
drop their pretension to having the- 


world's leading communist party. 


lems of gerontocracy common to both 
the Chinese and the Soviet systems. 
Dictators become fixed in their views 
and in their own self-confidence. 
Death is the most important tool of the 
succession process (rarely the case in 
the West). But explicitly in China, and 
implicitly in the Soviet Union, the dis- 
advantages of having over-age leaders 
are being increasingly recognised. 


Ider statesman Deng Xiaoping has 

stressed time and again the need for 
younger leaders — though his own 
clutch on power belies his sentiment 
somewhat, as he is nearly 81. Deng’s 
hope for more young people in ad- 
ministrative positions goes all the way 
down to humble cadres at the local 
level, who cling to the perquisites of 
their position beyond an age when they 
are really fit for work. 

In the Soviet Union, as in China, 
there is one rule for the rulers and 
another for the,masses. Official retire- 
ment age of, 60. (55 for women) is 





cials. Perhaps Gorbachov will even- 
3s; hel has time to de so. 
















Certainly, Sino-Soviet 
need the benefit of a fresh eye and a 
flexible mind. The recent thaw in com- 
mercial and cultural relations has in- 


| dicated the desire of both sides to move 
There is a certain irony in the prob- 


away from the threat of war which 
hung over them both in the early 1970s. 
But. the back-slapping of recent 
months. has failed to disguise the fact 
that China still wants a Soviet troop 


| withdrawal from their mutual border, 


a Soviet withdrawal from Afghanistan 
and an end to support of Vietnam's oc- 
cupation of Cambodia. 

A visit. to. Peking by Gorbachov 


should. be on the cards within the next 


few years and China would then recip- 
rocate with a high-level Chinese 
statesman’ s visit to the Soviet Union. 

China is justly sceptical about the 
possibility of the Soviet Union and the 
US really curbing the arms race. Now- 
adays it takes.a middle stance between 
the two, saving its sympathy for the 
countries which have their territory 
fought over or are used to station mis- 
siles. But China's stand is in favour of, 
not against, the use of nuclear power in 
peacetime and, if necessary, in war. 

Footnote: The last syllable of Gor- 


bachov’s name is spelt with a Russian. 
e, but pronounced o, and takes the 


stress. The REVIEW will spell his 


name as Gorbachov, pronounced Gur- 
bachoff. VP 
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But whether, and how so 
changes will emerge will de 
outcome of the next round of. 
Soviet normalisation talks sched 
to be held in Moscow in Apri Hope 
for progress rest largely on the n 
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leader in Moscow and how p 
Gorbachov turns out tobe- Li set 
stage when he told Gorbachov tha 
China regarded an improvement i 
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» MMakasone meets Gorbachov 


at Chernenko's funeral 
By Charles Smith in Tokyo 


apan's chilly relationship with the 

Soviet Union may have become a 
degree warmer as a result of a meet- 
ing in Moscow between Prime Minis- 
ter Yasuhiro Nakasone and new 
Soviet leader Mikhail Gorbachov — 
the first contact at the head-of-gov- 
ernment level between the two na- 
tions for the past 12 years. 

That the encounter took place at all 
was claimed as something of an 
achievement by the Japanese. When 
former prime minister Zenko Suzuki 
went to Moscow in 1982 to attend the 
funeral of president Leonid Brezhnev 
he was unable to see Brezhnev's suc- 
cessor, Yuri Andropov. Warned by 
Suzuki's experience, Nakasone de- 
cided not to attend Andropov's fun- 
eral in February 1984. But this time 
— apparently against the better judg- 
ment of cautious Foreign Ministry 
bureaucrats — the prime minister de- 
cided to take the risk. Nakasone was 
initially offered an appointment with 
Premier Nikolai Tikhonov. In the end 
he succeeded in seeing the boss — 
though he had to wait two hours after 
the scheduled meeting time while 
Gorbachov held talks with a string of 
other world leaders. 

Apart from the fact of making con- 
tact, Japanese spokesmen claimed 
the meeting was a success for other 
reasons. Nakasone's routine allusion 
to the problem of the “northern ter- 
ritories" (the four Soviet-occupied 
islands north of Hokkaido, which are 
claimed by Japan) received a slightly 
less abrasive response than might 
have been expected. Gorbachov 
merely said that he believed Japan 
was aware of the Soviet position on 
the issue, rather than denying that 
the problem existed. More important, 
the Soviet leader *sounded positive" 
about plans for a visit to Tokyo by 
Foreign Minister Andrei Gromyko. 

The Japanese attempt to get 
Gromyko to come to Japan — some- 
thing he has not done for nearly a 
decade — has become symbolic of the 
frustrating state of Japan-Soviet re- 
lations and is thus a major issue from 
Japan's point of view, if not from that 
of Moscow. Gorbachov's failure to 
cite specific conditions for the visit is 
claimed to mark a change, though he 
still said that it could only take place 
in a "favourable atmosphere." 
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Nakasone: a warmer relationship. 


The apparently positive outcome of 
Nakasone's Moscow trip is the most 
important in a series of small moves 
towards a better Soviet-Japanese re- 
lationship. These have included offi- 
cial-level trade talks in November 
1984, a visit by a Soviet parliamenta- 
rians' group in October and another 
piece of funeral diplomacy — a meet- 
ing between Nakasone and Tikhonov 
in India after the funeral of Indira 
Gandhi in November. Despite this 
series of contacts, Tokyo and Moscow 
are still much further apart than they 
were in the period preceding the 
Soviet invasion of Afghanistan, after 
which Japan enthusiastically re- 
sponded to a call from the United 
States for the adoption of sanctions 
against the Soviets. 

Bilateral trade in 1984 was at its 
lowest level for six years, mainly be- 
cause of a steady fall in Japanese im- 
ports of Soviet natural resources. 
Japan has not restarted talks on joint 
investment in  Siberian-resources 
development despite repeated re- 
quests from Moscow. Nor, appa- 
rently, is the Foreign Ministry about - 
to accede to a proposal that the two 
countries sign an "economic-coope- 
ration agreement" if and when 
Gromyko visits Tokyo. Such an 
agreement would probably involve a 
promise by Japan to provide low in- 
terest-rate financing to the Soviets, 
something Japan has repeatedly re- 
fused in the past. 

Foreign Ministry officials say they 
are studying another Soviet proposal 
— for a cultural agreement to be 
signed on the occasion of a Gromyko 
visit. Whether or not even this will 
materialise seems doubtful, but 
Japan probably has to do something 
to give a boost to the long-stalled 
Soviet relationship. The reason for 
this is not that Tokyo stands to gain 
much directly from a cordial inter- 
change with Moscow. It is simply that 
Nakasone, or his successors, could 
feel uncomfortably isolated if the US 
and Europe get on better terms with 
the Soviets while the Japan-Soviet 
relationship remains stuck in the ice 
age of the early 1980s. 
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Another try 
for Arthit 
in the air 


A one year extention 
of command could mean 
political survival . 


By Paisal Sricharatchanya 
in Bangkok 


B arely a few months ago, it looked as 
if the political aspirations of sup- 
reme commander and army command- 
er Gen. Arthit Kamlang-ek had been 
seriously undermined. His controver- 
sial challenge to the administration of 
Prime Minister Prem Tinsulanond over 
last November's devaluation of the 
baht had backfired. As powerful ele- 
ments in the country rallied their sup- 
port behind Prem, most political pun- 
dits were seriously doubting whether 
Arthit's term would be extended after 
he reaches the scheduled retirement 
age of 60 in September this year. 

But underscoring the unpredictable 
nature of Thai politics, it now looks as 
if Arthit may be back in the spotlight, 
but his chances will only be clear after 
Prem's own retirement, expected in 
1987. As the situation now stands, his 
term, both as supreme commander and 
army commander, is likely to be ex- 
tended by one year. According to poli- 
tical and diplomatic sources, the 
"green light" for his extension was 
given by the Royal Palace a few weeks 
ago. Prem, an ardent royalist, con- 
sented to the move. 

However, Arthit's extension still has 
to go through various legal procedures 
before it becomes a certainty. A local 
press report saying Prem had signed 
the extension order cannot be con- 
firmed. Under existing regulations, the 
proposed extension requires cabinet 
approval which must be finalised be- 
fore August, or two months prior to Ar- 
thit's scheduled retirement. Three out 
of the four parties comprising the rul- 
ing coalition are expected to go along 
with the move. But the Democrats, the 
fourth coalition partner, have had a 
clear-cut stance against any extension, 
though their lone opposition may be 
overruled. 

Some analysts theorise that the ex- 
tension — if it finally comes — would 
be conditional on. Arthit confining 
himself to national security, which im- 
plies he should leave the running of the 
country's other affairs to the govern- 
ment. It is premature at this stage to 
predict whether the anticipated first 
extension would be followed by a sec- 
ond one. There is alsb?rio tangible basis 
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thit would Senna? embra Cy a 
prime ministerial candidate after 
Prem retires. One diplomatic observer 
commented: “Much will depend on Ar- 
thit’s own performance.” 

In a country that has seen 14 military 
coups since the end of absolute monar- 
chy in 1932, the army commander — à 
post which Prem himself held — has 
traditionally been one of the most 
powerful figures in Thai politics. How- 
ever, the era of frequent 
military takeovers may 
have now become a 
thing of the past, asthe 
country's uniformed 
officers, civilian politi- 
cians and other pres- 
sure groups evolve into 
more mature political 
thinkers and conscious- 
ly try not to forestall 
development of the 
democratic process. 

Nonetheless, the 
army boss still wields 
considerable influence, 
particularly in provid- _ 
ing the vital support to 
ensure the stability of a 
civilian government. It is 
because of the perceived 
need, according to vari- 
ous sources, to maintain 
national unity and ensure 
the government's continu- 
ity that Arthit's proposed 
extension was mooted. 

This does not mean to 
say that political stability 
will be at stake if Arthit's 
term is not extended. In 
such a scenerio, the most 
likely successor to the 
army top post would be 
Gen. Banchob Bunnag, 
currently chief of staff. 
But Banchob will only 
have one year to serve be- 
fore his own retirement in 
September 1986, follow- 
ing which there will be a leadership 
vacuum. 

Arthit's long record of allegiance 
and service to the monarchy is believed 
also to feature behind the extension 
move. He has behind him the credit of 
providing security for the royal family 
during the abortive Young Turks coup 
in April 1981 and, subsequently, sup- 
pression of the rebel colonels. Despite 
criticism over his forays into non-mili- 
tary issues and the more recent nega- 
tive publicity from the revaluation de- 
mand, Arthit is still generally regarded 
as a dedicated army boss who takes a 
serious interest in improving the wel- 
fare of the lower ranks. 

After the devaluation debacle, it 
was obvious Arthit had learned his 
lesson. Adopting a low profile in re- 
cent months, political observers noted 
that he had concentrated on boost- 
ing the morale.of the armed forces 
by making frequent visits to the trou- 
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commandar of the powerful Bangkok 
based First Army Division, then Maj.- 
Gen. Pichit Kullavanich, and signed by 
a long list of military officers, called on 
Prem, in his concurrent capacity as de- 
fence minister, to extend Arthit’s te- 
nure for two years (REVIEW, 30 Aug. 
'84). 

But a two-year extension is legally 
impossible. Under the 

Pension Act — which, 
incidentally, was 

amended in 1980 to 
Š permit Prem’s tenure 
as army commander to 
be extended for another 
12 months — civil ser- 
vants (including mili- 
tary officers) whose 
continued services are 
vital to national secu- 
rity can have their 
terms extended up to 
the age of 65 but only 
one year at a time. 

























he timing of the 

latest hints of an 
extension has taken 
many observers by sur- 
prise, particularly in 
light of the fact that it 
could have been raised 
closer to Arthit's sche- 
duled retirement six 
months from now. 
Some analysts attri- 
bute this to the flare- 
up of tension along the Thai-Cambo- 
dian border. But others discount the 
theory, pointing to Arthit's present 
overseas trip as an indication that 
while the border situation may consti- 
tute a long-term security threat, it does 
not pose any serious danger in the 





short run. The army commander left | 


Bangkok on 8 March for a week-long 
official visit to France. He later pro- 
ceeded on a private visit to the United 
States where, among other things, he 






si sia officials over Thai- 
land's long-standing request to pur- 
chase a squadron of FIGA fighters. 

Another more plausible theory be- 
hind the timing of the extension news 
centres around the general anticipa- 
tion that. some political tension may 
flare when parliament convenes its qh- 
nual session in late April. The oppgs 

tion Chart Thai Party has vowed d 
press for a no- -confidence debate 
against Prem, and possibly selected 
members of the cabinet, over various 
economic problems in the devaluation 
aftermath, Although the prime minis- 
ter can easily survive any vote, his ad- 
ministration may be in for some em- 
barrassment. 

Of longer-term significance is the 
impact Arthit's likely extension may 
have on the army’s next line of leader- 
ship. Poised in the race for the top slet 
will be Pichit, who is now commanding 
general of the all-important First 
Army Region (in charge of the central 
plains and a large stretch of the vol- 
atile eastern border), and Lieut-Gen. 
Chaovalit Yongchaiyut, cur- 
rently deputy chief of staff. 

At the same age of 53, both 
hold the same rank of lieuten- 
ant-general, though Pichit was 
promoted to this rank only last 
October, one year after Chao- 
valit, and is therefore one step 
below in terms of seniority. 
Pichit, a staunch royalist, is 
widely respected for his im- 
pressive combat record, par- 
ticularly his exploits in de- 
stroying the Communist Party 
of Thailand's Khao Kor strong- 
hold several years ago. But 
Chaovalit — known to 

be one of Prem's close 
: confidants is more 
3 politically astute. He 
was the chief architect 
behind the govern- 
ment's successful open- 
arms policy which led 
to massive defections 
by communist insur- 
gents. However, his 
close relationship with 
some  ex-communmnist 
leaders has generated 








suspicion in certain 
quarters 
Although it is too 
early to tell, there are 
many who believe that 
Pichit's position as a 
potential successor to the army's top 


slot would be indirectly enhanced by 
Arthit's extension. The unofficial con- 
census is that in the forthcoming 
annual military reshuffle, he will be 
promoted to assistant army command- 
er, putting him only one step away 
from the top post. Meanwhile, Chao- 
valit has gone on record as saying he 
will retire from the army at 55 — the 
implication of which could be double- 
edged. oO 
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By Manik de Silva in Colombo 


e D having its hands full with 


the guerilla war launched by Tamil 
separatists in the north, the Colombo 
government has pushed through con- 
troversial amendments to the Univer- 
sities Act of 1978, provoking student 
protests backed by all the country's 
non-governmental political parties. 
The agitation that followed the 
amendments, rushed through parlia- 
ment on 24 January, has now resulted 
in the closure of the country's biggest 
university at Peradeniya, close to 
Kandy, and a strict censorship of news 
of student agitation under provisions 
of tough emergency laws promulgated 
in 1983 to fight the Tamil insurgency. 
University students demonstrating 
to protest the amendments have been 
baton-charged and tear-gassed by 
police. Many students have been ar- 
rested, detained for some days for 
questioning and then released. Protest 
meetings organised by the opposition 
political parties have sometimes been 
disallowed and where permitted, cen- 
sorship has been applied on reports of 
proceedings. While some students are 
going house to house explaining their 
grievances, government MPs have 
been told to counter the “disinforma- 
tion," and senior ministers are using 
public platforms to explain the gov- 


ernment's position. 


The basic opposition to the amended 
Universities Act arises from the fear 
that its provision for private fee-levy- 
ing institutes of higher education will 
erode Sri Lanka's long-cherished free 
education. In a letter to President 
Junius Jayewardene, who is also the 
minister of higher education, the 
Trotskyist and communist parties, and 
the Sri Lanka Mahajana Pakshaya 
(People's Party) — a breakaway group 
from the Sri Lanka Freedom Party — 
encapsulated the problem thus: 

"One of the effects of the present 
amendments will be to freeze higher 
education provided by the state at pre- 
sent levels, while allowing those who 
can afford to do so to start private fee- 
paying institutes of higher education. 
This is a major departure from the 
scheme of free education that has 
existed since the 1940s and gives child- 
ren of the rich advantages denied to 
children of the poor and middle-in- 
come groups. " 

The opponents of private institutes 
of higher education cite the private 
North Colombo Medical College 
opened three years ago as the first step 
in undermining the traditional educa- 
tional structure. They argue that 


14 


— >> -— Pens 5 


Protesti ng reform 


Critics claim amendments to the Universities Act 
wijl ġive unfair advantage to children of the rich 
4 


privileged students, whose parents can 
afford very high fees, are being al- 
lowed to use publicly funded facilities 
such as state hospitals for their train- 
ing and are awarded degrees equiva- 
lent to those of the state-funded uni- 
versities. 

Jayewardene presented the counter 
position that the state's resources were 
limited and it was not possible to ex- 
pand the state-funded university sys- 
tem to absorb all students who desire, 
and are capable of, receiving higher 
education. 

Jayewardene said: "Wherever there 





is a young man or 
woman who wants to 
study medicine, who 
wants to advance him- 
self or herself, the state 
must give a helping 
hand. This is what the 
private medical college 
is doing and this is what 
weintend todo..." 


he government has made clear that 

student agitation is not going to 
push it to repeal the amendments to the 
Universities Act. It has assured it will 
not permit the arbitrary setting up of 
private degree-awarding institutions 
by profit-seeking businessmen. There 
will be no "private universities" and 
those words do not appear in the legis- 
lation. What will be allowed are 
strictly screened institutions such as 
the law college in Colombo, the Sri 
Lanka Institute of Chartered Ac- 
countants and some of the technical in- 
stitutes which award their own de- 
grees, Deputy Higher Education Minis- 











to the Net H have seized 
upon the agitation potential of the stu- 
dents on the university issue to mount 
the present campaign. The administra- 
tion is particularly concerned that the 
Janatha Vimukthi Peramuna (JVP, or 
People's. Liberation Front), a pros- 
cribed extreme. Left organisation re- 
sponsible for the 1971 youth in- 
surgency in which several hundred 
young people were killed, is very active 
in the protests. The JVP-and the Com- 
munist Party of Sri Lanka are strong 
on the campuses and their propaganda 
machines have been brought into play 
on an issue where there is genuine stu- 
dent feeling. 

The government has taken advan- 
tage of the nature of some of the pro- 
tests. At the University of Colombo, 
more than 40 undergraduate Buddhist 
monks in yellow robes clambered onto 
a campus rooftop to signify their oppo- 
sition to the amendments. The censors 

first refused to 
2 permit publica- 
F tion of pictures 

of the monks on 
the roof but 
relented several 
days later when 
the obvious pro- 
paganda possibi- 
lities penetrated 
thick bureaucra- 
tic hides. Most 

Buddhists were 

incensed by the 

behaviour of the 
monks, 

The university 
authorities have 
also used a car- 
rot-and-stick 
CE. | approach in the 

—*— | effort to break 

the agitation. 
Students who have been 
boycotting classes as 
part of the protest have 
been told they will be 
penalised for their 
absences from lectures 
by pro-rated deduc- 
tions from scholarship 
awards, bursaries and 
student loans from the 
state-owned commercial 
banks. About 15,000 of a total of nearly 
20,000 undergraduates can been affect- 
ed by this decision. 

The approach of the university vaca- 
tion period, the feeling in the country 
against anything weakening the gov- 
ernment's hand in fighting the 
separatist battle in the north, dissent 
in the ranks of the opposition and the 
press censorship have helped keep the 
lid on the protests until now. 

But Jayewardene has warned that if 
undergraduates continue to boycott 
lectures when the universities re-open 
in April, the possibility of closing them 
down will be considered. o 
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THE CELLINI COLLECTION 


The Italian Renaissance promoted a thirst for knowledge and S 
a search for perfection in I5th-century Europe that revolution- ex 











ised art and culture. 
These showed in painting, architecture R 4 
and in the genius of goldsmith Benvenuto. /— SS g = EV 
P: T 2 X | 1 ; 
Cellini, who perfected new methods of Å Sees * 
engraving, casting metal and setting 
precious stones. 
Today, the spirit and skills of 


Cellini live on in our own collection 


of gold and jewelled watches. 
The Cellini Collection by | 


Rolex of Geneva. 


Watches illustrated are in 18ct. gold. Model 4652 | 
is set with 370 diamonds. Model 4350 has a 
polished bezel with lacquered markers. 


ie Chase Partnership at work. Fre to right: Toshio Kubota, Chase Japan; R. Taggart Murphy, Chase; Munekazu Wakita, Sumitomo Life and Patrick L. North. Chase 

















“to the capital mar 
Japan. 


Innovation and knowledge are two of the essential 
ingredients in our relationship with Sumitomo Life. They 
enable us to bring together the burgeoning g capital 
markets of Japan and prime investment POENE 
around the world. 

The Chase Partnership | 
A simple but dynamic m which alle ows US tO 
serve yOu better — whatever s busi iness. 
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Steatite seals — Indus Valley Civilization, 3,000 B.C. 


At Pakistan International, you’ll discover that 
our accomplishments can be traced 
to the beginning of civilization. 


FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBAY, 

CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT, 

ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MUSCAT, NAIROBI, NEW YORK, 

PARIS, RIYADH, ROME, SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 24 destinations within Pakistan. IAL (PAK) - 85 





ADVAN TAGE 


WHEN IT COMES TO CUSTOMER SUPPORT, 
NO ONE RESPONDS FASTER IN THE FIELD 
THAN A GE REPRESENTATIVE. 


Long before a 
new GE engine 
goes on line, a 
GE technical 
representative 
| goes in to forge 

one of the most powerful links in our 
business. Interfacing with our cus- 
tomer, our support network, and our 
top management. He listens carefully. 
Reports accurately. And performs so 
effectively, he can generate an instant 
response to any engine-related need. 

Long after the sale, our GE tech 





YOU NEED GE 
TO GET THE ADVANTAGE. 
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rep remains a moving force with the 
customer. Rapidly plugging into our 
support system, our factories, our 
parts depots around the world. Orga- 
nizing maintenance classes. Custom- 
tailoring manuals. Throughout the 
long life of a GE powerplant, our ded- 
ication to quality is backed by his 
dedicated support. 

This GE Advantage in the field 
carries a real advantage to the bottom 
line as well. Because we're able to set 
and maintain higher standards, we're 
lowering the cost of engine ownership. 
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SOUTH KOREA 








The success of a revitalised opposition at the recent 
national elections may portend political trouble 


By Shim Jae Hoon in Seoul 


O utside the headquarters of the rul- 
ing Democratic Justice Party 
(DJP) in the centre of Seoul, riot police 
no longer defend its iron gates against 
student démonstrators who, just a few 
months agp, had raided and seized its 
offices. Within the sprawling complex, 
officials in neat business suits dart in 
and out of its three towering buildings 
with sheaves of documents under their 
arms. 

The frenetic mood at DJP headquar- 
ters perhaps reflects the concern that 
has developed within the party leader- 
ship over the success of the opposition 
New Korea Democratic Party 
(NKDP) at the national assembly 
elections on 12 February. Although 
the DJP did about as well overall as ex- 
pected, sonie of its candidates took a 
beating at the hands of the NKDP in 
key districts of Seoul and other major 
cities. 

Roh Tae Woo, who replaced Kwon Ik 
Hyun as DJP chairman shortly after 
the elections, is said to possess a more 
flexible leadership style, in contrast to 
Kwon who had become known for his 
aloofness and authoritarian manner. 
The leadership change could indicate 
the DJP's recognition that a credible 
opposition with popular support is de- 
veloping in the country and that tough 
political challenges lie ahead for the 
ruling party. 

But the differences in style between 
Roh and Kwon — both of whom are re- 
tired military intelligence officers — 
may veil an underlying sameness in 
their views towards South Korea's po- 
litical future and the role the military 
is to play in it. Both men subscribe to 
the philosophy that given the country's 
huge military establishment, with its 
mission of defending the country 
against communist North Korea, it is 
inevitable that people with a military 
background play a leading role in poli- 
tics. 

The two men also perceive the mili- 
lary as a necessary balancing factor to 
keep at bay those they perceive to be 
“self-interest” politicians — includ- 
ing, in their view, such leading op- 
positionists as Kim Dae Jung and Kim 
Young Sam, popularly known as the 
“Two Kims,” who back the NKDP and 
were in part responsible for its success. 

As for the NKDP, an indication of 
the confidence it gained at the polls 
and the challenge the party may pose 
to the DJP came when NKDP presi- 
dent Lee Min Woo called on President 
Chun Doo Hwan to step down from of- 
fice before his term expires in-1988. In 
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Chun; Roh; the ‘Two Kims’ (centre); 
Lee: dialogue and dissent. 





an interview with Japan’s 
conservative daily Sankei 
Shimbun on 6 March, Lee 


outlined what sub- 
sequently became the 
NKDP's official party 
line. 


"It would help to remove the peo- 


ple's distrust [in Chun] if he publicised 


a timetable for democratisation and 
stepped down from office by August 
1986 . . . this is the way to spare Presi- 
dent Chun, as well as the people, un- 
happiness," he said. 


Le also said that after Chun had 
stepped down, his government 
should give way to a “caretaker” ad- 
ministration which would conduct a 
fair presidential election by direct 
popular vote. This would be possible 
only by revising the present constitu- 
tion, under which the president is now 
elected by means of an electoral- 
college system. A key plank in the 
NKDP's campaign platform was its 
call for democratic reforms — espe- 
cially direct presidential elections — 
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through constitutional revisions, and 
the voters responded enthusiastically 
Although Roh and the DJP were ini- 


& tially taken aback by Lee's comments, 


declined to take up the 
for fear that such action 
uld invoke even more support fot 
le opposition. "Lee's remarks an 
consequential matter as he has not 


e party 


ire 


gexplicitly} rejected [the government's] 


legitimacy Roh 


; said But Lee's 
* challenge, coupled 
- with another de- 
mand that the 


country s military 
establishment re- 
main politically 
neutral, hasset the 
scene for a poten- 
tially stormy poli- 
tical situation 
here 

However lightly 
the DJP was able 





to dismiss Lee's 
remarks. the faet 
remains that the 


NKDP could pose 
a threat to the rul- 


Sid 


; ing party. The 68 
> seats won by the 
= new party the 
276-seat national 
assembly has 


transformed the 
NKDP into a sig 
nificant opposition 
force 


And given 
the rousing voter 
endorsement of 
the party's tough 


stand on political 
reform, the NKDP 
is likely to : 
it the more moder- 
ate Democratic Korea 
Party (DKP), which it dis- 
placed as the number one 


iraw to 





opposition party in the 
assembly 
As well as enhancing 


NKDP strength, absorp- 
tion of the DKP's 35 as- 
semblymen could pose a 


threat to the Korea National Party 
(KNP) which at present holds 20 
assembly seats the minimum 


quorum required by law to register 
as an independent negotiating bloc 
Should a single KNP member also de- 
fect to the NKDP, the party would be 
destroyed as a political force in the 
assembly. 

IS ac- 
cepted the new opposition's gains with 
relatively little fuss is an indication of 


| Its recognition of just how widespread 


support is for the NKDP's call for poli 
tical reform. Earlier, the government 
had threatened to arrest candidates 
who contravened the election law bs 
levelling "false accusations" against 
the president or government, but the 
threat has not been carried out 

The NKDP's success at the polls and 
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to it has clearly emboldened the two 
Kims. They are now convinced that 
they have secured a mandate to seek 


were barred from running in the recent 


democratic reforms — though botb*] Chun], hut remain firmly 
elections, and Kim Dae Jung still cabe: 


not directly participate in politics. 4° 


7 


However, with the main parliamen>~ 
tary opposition group under their inë, 


fluence, the two Kims are expected to 
try to force Chun to accept them as 
legitimate opposition leaders. The first 
step would likely be to press the presi- 
dent to meet them for discussions 
on the whole range of domestic politi- 
cal issues, including whether Chun 
would be willing to revise the constitu- 
tion and, if so, when and how he would 


iar? oda 


è : 
stire as a 






over power to civilian politicians. 
Kim Dae Jung said recently: 
not, going to beg for a dialogue [with 






u convinced 
of the n& it." Theimplication was 
that’€han,wot him, stood to gain most 

' ffo dial e. The alternative, Kim 
‘said, Wa prolonged political unrest 
which toù wreck South Korea's fu- 


| able democracy attempting 
to survive in the face of the threat from 
the North. 


he two Kims are expected to adopt 
a two-pronged approach in their 
struggle for a dialogue with Chun. 
While the NKDP will be the main in- 
strument for struggle within the sys- 


am | tee for the Promotion of Democracy 
(CCPD) — launched last year in de- 


na 
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fiance of the government and led by the 
two. -Kims — into a nationwide move- 
ment. fighting for democratic reform 
outside the system. 

The.CCPD, which now includes dis- 
sident. groups representing. workers, 
students, Christian human-rights ac^ 
tivists and others, hopes to unify simi- 
lar. but smaller groups .scattered 
throughout the country, bringing them 
under a single umbrella. “The CCPD 
will represent one wheel and NKDP 
another in our carriage heading for the 
restoration of democracy," said one 
dissident leader. 





MALAYSIA 


Lifting the veils 


The government takes a political risk by banning the wearing 
of Arab-style dress by female civil servants and students 


By Suhaini Aznam in Kuala Lumpur 


he Malaysian Government's most 

recent stand to control the course of 
Islam has left many Muslims 
perplexed. Two successive directives 
regarding the mode of dress for women 
received mixed reactions in this multi- 
racial country where Islam is the offi- 
cial religion but where 47% of the 
population are not Muslims. 

On 11 March, Minister in the Prime 
Minister’s Department Datuk Khalil 
Yaakob explained to the press about a 
recent but little known government 
circular banning civil servants from 
wearing attire that “covered the face 
during work." The next day, Educa- 
tion Minister Datuk Abdullah Ahmad 
Badawi reiterated similar directives 

made earlier to schoolchildren and 


— university students. 


Although both ministers took pains 


; to explain that the directives did not 


specifically forbid the wearing of the 
“purdah” — the traditional Arab- 
style garment for women, covering 


the entire body, face and in some cases, 


the eyes — Malaysians understood 


that this was in fact the attire in ques- 


tion. 
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Similarly unstated yet understood, 
women may continue to wear the “mini 
telekung” — a more popular, short ver- 
sion of the prayer clothes which per- 


forms the same function of covering 


every strand of hair, revealing only the 
face. This adequately meets Islam's 
definition of covering the “aurat,” or 
part of the body which should not be 
exposed — requiring that women cover 
their entire body save the face and 
hands, explained Federal Territory re- 
ligious adviser Mufti Tan Sri Sheikh 
Mohsein Salleh. 
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The implica- 
tions were clear. 
Despite its own 
calls for greater 
adherence to Is- 
lamic principles, 


the Malaysian Government has for 


some time been worried about the 
direction Islam is taking here, one 


| perceptibly inspired by a post- 






Malay and Muslim dress; Khalil; 


Khomeini Iran. Iranians moreover, 
are Shia Muslims whereas Malaysians 
belong to the Sunni sect. The funda- 
mentalist interpretation imported 
from both the Sunni and Shia sects 
in the Middle East in the 1970s, via 
students returning from Britain and 
the United States, has introduced. a 
more uncompromising though 
in Malaysia, generally not militant 

— brand of the faith, 


„having little resem- 
je to the gentler, 
more tolerant Islam 


practised in Malaysia 
‘for centuries. 


|" addition to mis- 
givings about the 
direction Islam is 
taking in the country, 
a desire to facilitate 
communication be- 
tween civil servants 
and the public was 
behind the govern- 
ment's action. Apart 
from public counter 
services, lack of doctor- 
patient contact has 
commanded particular 
government attention 
lately; in February, 
Prime Minister 
; Datuk Seri Ma- 
= hathir Mohamad 
« took to task Mus- 
5 lim doctors who 
refused to touch 
Š patients of the 
opposite sex. 
: Likewise, the 
> directives to stu- 
dents stemmed 
from subsidiary 
concerns.  Sev- 
eral university 
lecturers — have 
expressed doubts 
about their abi- 
lity. to identify students wearing the 
purdah, leaving the integrity of exami- 
nation papers vulnerable. More practi- 
cally, lecturers were unable to tell 
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offi cial h ne BLASS ait ff fu ture z in id col 
tinue tó expa ‘its base of suppc 
the provinces is in doubt, however. 
And within government circles, there 
is optimism that the CCPD will soon be 
rent by the rivalry between the two 
Kims. At the heart of the rivalry is the 
traditional ill feeling which exists be- 
tween the peoples of Kyongsang and 
Cholla provinces — the home pro- 
vinces of Kim Young Sam and Kim Dae 
Jung, respectively. Cholla has felt neg- 
lected by the national leadership, 
which has been dominated by’ men 
from Kyongsang. 

- For his part, Roh appears anxious to 
keep the two opposition leaders quar- 
relling in a bid to divide and rule. To 
GNI nn nee tn Gy Ra EE Ce a 
whether “the lectures went home or 
whether the students were asleep.” 

‘For now, the numbers who clothe 
themselves in the inevitable “all 
black” still only amount to a small 
minority '— one in a class of 30 
or even lower ratios depending on the 
field of study, a University of Malaya 
lecturer reported. At the Malaysian 
National University, students wearing 
the veil were noticeably predominant 
in the pure sciences, observed an- 
other. But the government fears that 
the trend will spread with peer pres- 
sure. "m" 

In fact, the idea of issuing the direc- 
tives to students had been toyed with 
since last year, a government source 
confided. 

‘Non-Muslims have publicly re- 
mained silent on this "sensitive" mat- 
ter, even though the directive has as- 
suaged their own fears about Malay- 
sia's current Islamisation trend. Indi- 
vidual Muslims, however, have ob- 
jected "in principle" to the govern- 
ment's interference on freedom of 
dress, though many of these same cri- 
tics are equally worried about what 
théy see as blind imitation of things 
Arab, irrespective of whether or not 
they suit local society and the humid 
weather. 

In the process, the government has 
risked its own Islamic image. “Those 
who emphasise Islamic form more than 
substance, might misconstrue the gov- 
ernment's reaction as backtracking on 
its dwn Islamisation policy," pointed 
out Muslim youth movement Abim 
vice-president Kamaruddin Mohamed 
Noor, though he studiously avoided 
naming names. 

Indeed, the United Malays National 
Organisation (Umno), the dominant 
party in the National Front coalition 
government, has taken a serious politi- 
cal risk in what could be an election 
year. Umno's rival, the opposition 
Parti Islam, can easily capitalise on 
this latest announcement and renew its 
battle-cry against a government 








which it alleges, neglects Islamic 
teachings. i 
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cently if ep ond arrange a summit- 
level meeting between the Kims and 
Chun, Roh said: “It is not natural for 
the president to talk with them be- 
cause they are individuals, not official 
leaders of the opposition .. .” 


n the question of direct presiden- 
tial elections, neither Chun nor Roh 
seem eager to make concessions. “If 
they really want a [constitutional] re- 
vision, it is up to the people [to ask for 
it], maybe during the term of [the] next 
president," Roh said. 
Resistance to direct popular partici- 
pation in the political process is echoed 
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includin E vithir an th e militaj iry the 
business community and the bureau- 
cracy — the three pillars of Chun's | 
power base. 

Chun has implied in the past thatfüll 
democracy would not be achieved in — 
the country until the turn of the cen- 
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tury when it is hoped annual per capita dà 


income would reach US$10,000, a 
five times the present level. 
Another knotty political issue w r 
clouds South Korea’s political future ne 
dates back to the Kwangju uprising of - 
1980. The NKDP is asking for anew in- . 
vestigation into the rioting against the 
Chun government in which nearly 200 _ 
people died battling government — 
troops. 7 
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get a double 1 


Bed Springs give more than bounce. They > 


can make or break a bed. Or your back. 

That's why at Holiday Inn we give you the " 
most comfortable double bed. To ensure that 
you get a good night's sleep. 

And because all our beds are double beds, 
we're ready to accommodate you — whether ^ 
you are one, two, three, or four to a room. Py 

Like you, we know that little things like 


, 
comfort and value can make your next trip a 
pleasure or a nightmare. 
Which is why at Holiday Inn we'll take care ‘ 
of the little things and let you get on with the big “te 


ones. 
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A proposed law that would do away with juries in adjudicating 
commercial-crime cases stirs a storm of protest among jurors 


By Philip Bowring and Emily Lau in Hongkong 


To law officers have run into stiff 
opposition in an attempt to substi- 
tute the wisdom of the ages with a con- 
coction of their own wisdom. A bill, as 
introduced on 1 March, effectively 
would abolish the use of the common 
jury in commercial-crime cases, sub- 
stituting a hybrid system comprising a 
judge and three specialist ad- 
judicators. 

Although such a proposal has been 
under discussion for a year or so 
(REVIEW, 6 Sept. '84) and drafts of the 
bill have circulated without eliciting 
much opposition, the bill's publication 
galvanised the Hongkong Bar Associa- 
tion into a stinging attack on both the 
principles and details of the proposal. 
The Hongkong Law Society, which re- 
presents the territory's solicitors, was 
expected to challenge some of the bill's 
details. 

Although Chief Justice Sir Denys 
Roberts, himself a former attorney- 
general, has come out in public in sup- 
port of the proposal — quite improp- 
erly, say some purists, who argue that 
the judiciary should keep well clear of 
government — many judges have pri- 
vately expressed grave concern. 

At its broadest, there is concern that 
meddling with what elsewhere is re- 
garded as a fundamental principle of 
English Common Law to suit the con- 
venience or the whims of legal ad- 
ministrators will open the way for even 
more drastic changes post-1997. There 
is also concern that the attorney-gen- 
eral is trying to railroad the proposal 
through in advance of the trial of some 
well-known cases. Otherwise, it is 
suggested, why not wait until the Ros- 
kill Committee in Britain has repor ted. 
The committee has been examining the 
whole issue of commercial-crime trials 
and has had the benefit of the wisdom 
of many distinguished jurists and com- 
mercial experts, and is expected to re- 
port in July. 

Hongkong Attorney-General Mi- 
chael Thomas dismisses the rele- 
vance of Roskill: "The problems in the 
UK are different from ours." On the 
other hand, Thomas has bypassed 
Hongkong's own Law Reform Com- 
mission. It has not been consulted on 
the matter. Thomas' attitude has 
evoked some bitter comments. 

Said one barrister: "There is a lot of 
arrogance in all this. He comes here 
from London, with no experience of 
criminal practice, finds how much 
power Hongkong administrators enjoy 
and thinks he can ignore history, ig- 
nore Roskill, ignore political cir- 


cumstance, ignore the local bar to 
fashion the legal system as he sees fit." 

Thomas has not been helped by Sol- 
icitor-General J. K. Findlay, whose 
background before Hongkong was 
with the legal system in Rhodesia (now 
Zimbabwe) Thomas maintains the 
proposal is not fundamental nor a 
threat to the jury system in general. 
But when Findlay rushed to defend the 
bill with a letter to a newspaper, Law 
Society president T. G. Freshwater and 
vice-president F. C. Y. Cheung felt ob- 
liged to comment that his views *could 
be construed as 
a general attack 
on the jury sys- 
tem." 

In Britain, the 
Law Society there 
has submitted to 
Roskill: "To med- 
dle with the jury 
system, which is 
seen by the popu- 
lation at large as 
undergirding the 
freedom of the in- 
dividual, would be 
a serious matter 
indeed. Such 
meddling would 
be justified only if 
two preconditions 
were Satisfied: 

» If hard evidence 





(rather than anec- | Roberts; Thomas (top 
dotal ^ evidence) | light); Findlay: 
showed that juries | support and attack. 
really do not 


understand serious fraud and, as a re- 
sult, acquit defendants too readily; 
and 

» If other means of improving the po- 
sition were unlikely to be effective." 


he basic arguments behind the Hong- 

kong bill are two-fold. First, that 
commercial-crime cases are often ex- 
traordinarily complicated and beyond 
the comprehension not only of ordi- 
nary juries, but also of some judges. (In 
Hongkong, charges with a maximum 
sentence of up to seven years may, at 
the discretion of the attorney-general, 
be heard either by a single judge, who 
must give a written judgment, or by a 
jury.) Secondly, that these cases are 
often exceptionally long and thus op- 
pressive to the average juror, who is 
paid HK$90 (US$11.50) a day. 

The bill thus proposes that a panel of 
commercially experienced persons be 
drawn up who are agreeable to serving 
as adjudicators and would be paid a 
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eae ^E heir services. Three 
would sit with a judge who would 
peform both as the presiding judge, de- 


ciding on legal and interlocutory ques- : | '€ 


tions and summing up, and às à 
member of the “jury.” Decisions would 
be by majority and reasons for a deci-, 
sion not be given. 

Critics say the need for change has 
not been proven. The one “unsatisfac- 
tory" outcome of a major commercial- 
crime case, to which supporters of the 
bill point, was heard by a district 
judge, not a jury. Although in Britain 
it is thought that the complexity of 
fraud cases has resulted in a low con- 
viction rate — hence the Roskill delib- 
erations — no evidence has been pre- 
sented that this is so in Hongkong. 
It is also said that juries in Hong- 
kong are better educated. As knowl- 
edge of English is required for jury ser- 
vice, most jurors are drawn from the 
professional and commercial middle 
t N class. 

m. PIS Critics say there 
is nothing very 
new about com- 
plex frauds. And 
that if Hongkong, 
as a commercial 
centre particu- 
larly, needs to pro- 
tect itself against 
them, more re- 
sources should be 
put into investiga- 
tion and prosecu- 
tion. If judges are 
not well equipped 
to handle com- 
mercial-crime 
cases, the govern- 
ment should try to 
hire some who are, 
the critics say. 

As for the “bur- 
den-on-the-juror” 
argument, it is 
asked why it is 
more burdensome 
to sit for three 
months on a fraud 
case than two months on a murder 
case, which perhaps involves a life sen- 
tence. 

More fundamentally, many barris- 
ters maintain that being tried by lay 
“experts” is completely contrary to a 
1,000-year-old tradition that people be 
tried by their peers, drawn at random 
and having an obligation to do jury 
service. Or in lesser cases, those 
charged can be tried by trained judges 
who have the obligation to state the 
reasons for their decisions, which can 
be challenged at appeal. 

The barristers say the notion of ex- 
pert assessors in commercial law, 
which concerns apportionment of 
blame, has no place in criminal law 
which is about black and white, guilt 
or innocence. 

The critics also object to the non- 
random nature of selection. Under the 
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from the panel as the 
suit the expert eie dents E a ped 

*ular case. This could, the critics 
argue, make justice look more than 
ever like an arm of government rather 
than something in which the public 
plays a key role. Under different politi- 
cal circumstances it might well be open 
to serious abuse — adjudicators hand- 
picked for their political reliability. In 
China, as in other communist coun- 
tries, commercial crimes are usually 
adjudged to be crimes "against the 
state." China is to reassert sovereignty 
over Hongkong in mid-1997. 

Some of the critics say that though 
the expert-adjudicator idea might be a 
good idea in some countries, the com- 
mercial community in Hongkong is far 
too small and incestuous for it to work 
fairly. "The bankers, brokers, account- 
ants know so much about each other 
already, it may be more difficult for 
them to take an impartial view of the 
facts than a jury of doctors, teachers, 
factory managers and shopkeepers,” 
said a barrister. 

The voluntary nature of the panel 
and the lengthy cases expected will 
further narrow the ranks of ad- 
judicators to major banks and com- 
mercial houses who can afford to let 
middle-rank executives volunteer. 
“Trial will be by an elite of an elite of 
an elite," the barrister added, referring 
to the three levels of elitism — English- 
speaking, with a commercial 
background, and able to afford the 
time to volunteer. 

Other criticisms of the bill concen- 
trate on details. Why is there no re- 
quirement for the adjudicators to give 
a reason for a verdict? Because juries 
do not, retorts Thomas. But if the judge 
is part of the jury, surely there should 
be, says the bar. 

Why is there no requirement for a 
unanimous verdict, given that the ad- 
judictors are hand-picked for their in- 
tegrity as well as expertise? In case an 
obstinate or corrupt one prevents a re- 
sult, that would mean an expensive re- 
trial, says Thomas. 

The bar also disputes whether the 
adjudicator system would, in practice, 
shorten trials. They say that changes 
in procedure, such as pre-trial reviews 
of evidence and better presentation of 
evidence by the prosecution, coulddoa 
lot to shorten trials. 

Despite all these criticisms, the bill 
seems to enjoy at least the passive sup- 
port of many business organisations 
such as chambers of commerce. Only 
the Chinese Manufacturers Associa- 
tion has come out against it. However, 
critics say that commercial support 
has been convinced by the “efficiency” 
argument, without much regard for the 
larger implications. They think they 
may be gathering enough backing in 
the Legislative Council at least for 
major amendments and preferably to 
shelve it until after Roskill. ü 







INDONESIA 


Glorious 
revival 


Jakarta is re-enacting the 
Bandung Conference to boost 
its international image 








By Lincoin Kaye in Jakarta 
"Bie is the capital city of 

Asia-Africa," pronounced In- 
dian prime minister Jawarhalal Nehru 
in 1955. It was hardly the bright lights 
of this quiet university town that made 
it so. Rather, it was the unique ás- 
semblage of such prominent world 
leaders as Nehru, Chinese premier 
Zhou Enlai, Burmese prime minister 
U Nu and Egyptian president Gamal 
Abdul Nasser who convened there for 
the 29-nation summit conference 
which launched the non-aligned 
movement. 

Not least among the luminaries as- 
sembled at Bandung was Indonesia’s 
charismatic founding father, president 
Sukarno. The conference was his 
brainchild, and his galvanic oratory at 
its opening session stands as one of the 
finest hours of his sometimes erratic 


leadership. 
Now the New Order government of 
his successor, President Suharto, 


hopes to turn Bandung into the capital 
of Asia-Africa once again — if only for 
a couple of days — at the 30th anniver- 
sary celebration of the 1955 meeting on 
22-24 April. Hosting such an ambiti- 
ous commemoration gathering is just 
one more example of Indonesia seek- 
ing a higher international profile of 
late, as compared with the Asean- 
bound foreign-policy horizons of the 
New Order. 

For Suharto, the occasion offers an 
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opportunity to assume the world 
statesman's mantle of his more flam- 
boyant predecessor at a time when 
domestic political and economic prob- 
lems are mounting. 

But an explosion in a Bandung mun- 
itions dump on 13 March — one of à 
series of blasts in various parts of the 
country in recent months — which re- 
portedly killed 17 people could 
foreshadow trouble ahead. Although 
military spokesmen described the 
latest explosion as an accident, as was 
the case with the previous incidents, 
some observers wondered whether the 
latest episode might be linked with the 
April celebration in which the govern- 
ment's prestige is at stake. 


Foreign Minister Mochtar Kusu- | 


maatmadja and his diplomats in 
Asia, Africa and the United Nations 
have been soliciting representatives 
from virtually all of the sovereign 
countries of the two continents, plus 
such liberation movements as the 
Palestine Liberation Organisation and 
South Africa's Swapo — 92 invitees in 
all. Almost all have signalled their wil- 
lingness to attend, though none have so 
far designated specific delegates, 
Foreign Ministry sources said. The 
three-fold expansion of the guest list 
since 1955 reflects the proliferation of 
independent states tossed up by the 
ebb of colonialism — a tide for which 
the first Bandung meeting can claim no 
small credit. 


aradoxically, the very success of the 

1955 conference in spawning new 
nations could dilute the impact of the 
1985 commemorative meeting. With so 
many and such a diverse selection of 
countries in attendance, April's two- 
day session will be hard-pressed to 
pass much more than a declaration of 
bland, unexceptionable principles. 

Indonesian diplomats have drafted 
"just a few pages" of resolutions on 
such questions as disarmament, econo- 
mic justice, cultural cooperation and 
the New World Information Order. The 
draft resolutions are now being vetted 
by the four co-sponsors of the original 
Bandung conference — India, Pakis- 
tan, Sri Lanka and Burma — as well as 
the Asean countries. Next, the draft 
will be circulated among diplomats of 
the remaining invitees before the re- 
solutions are publicly unveiled. 

Much of the real drama of the cele- 
bration, though, is less likely to be 
played out in the conference hall itself 
than in the flurry of diplomatic parties 
and back-room caucuses attending the 
main event. 

Indonesian armed forces chief Gen. 
Benny Murdani and his subordinates 
have been trying for a yearto wring out 
of Vietnam some hint of flexibility on 
its Cambodia stance. Hanoi's recent 
victorious dry-season offensive along 
the Thai border against the forces of 
theanti-Vietnamese Democratic Kam- 
puchea coalition makes it all the more 
unlikely that Vietnam will back down 
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from its support of the Heng Samrin 
regime in Phnom Penh or concede a po- 
litical role to any elements of the tri- 
partite coalition. Still, some strategists 
cling to the hope that, with the onset of 
the wet season in April, Vietnam will 
seize the occasion of Bandung to break 
out of its diplomatic shell and adopt a 
more conciliatory line. 





At Bandung — Sunarjo and 


U Nu (top); Zhou; welcome 
monument: grandeur. 


And just in case this 
transpires, Indonesia 
means to convene a table- 
full of appropriate dinner 
guests to permit a break- 
through. The coalition's 
main backers, China and 
such Asean hawks as 
Singapore and Thailand, 
wil all be there. So 
wil Prince  Norodom 
Sihanouk, nominal head 
ofthe coalition, whois the 
best-known and perhaps 
the most neutral of Cam- 
bodian leaders. In order 
to spare Hanoi embarras- 
sment, Sihanouk has been 
invited not as the head of a UN- and 
Asean-recognised government in exile, 
but rather in the strictly ceremonial 
role of an alumnus of the 1955 confer- 
ence. 

Conveniently, Vietnamese Prime 
Minister Pham Van Dong was also a 
delegation head at the original confer- 
ence. Bandung alumni recall that the 
two Indochinese leaders were on cor- 


- I` m 


dial terms 30 years ago. Some obser- 
vers said that if they could be brought 
together again under such a face-sav- 
ing ceremonial auspices, the way 
might be paved for progress ọn the 
Cambodia question. 

Such hopes reportedly helped propel 
Mochtar to finally make his much- 
postponed pilgrimage to Hanoi in mid- 
March (REVIEW, 7 Mar.). 
However, prospects for 
any breakthrough in Ban- 
dung on the Cambodia 
question look dim. Viet- 
namese diplomats in 
Jakarta flatly said — even 
as they escorted Mochtar, 
to meet his Hanoi-bound 
flight — that Dong would 
not come to Bandung if 
Sihanouk were there in 
any guise. Upon his re- 
turn, Mochtar confirmed 
that he had met Dong, but 
had nothing further to say, 
about whether the Viet- 


namese premier would 
attend. 
If he decides not to 


come, Dong will not be 
the only no-show among 
the surviving delegation 
heads from the 1955 con- 
ference. Mochtar origi- 
nally extended his per- 
sonal invitation to four 
alumni Sihanouk, 
Dong, U Nu and ‘Carlos 
Romulo of the Philip- 
pines. So far, only the 
aging and ailing Romulo 
has accepted. The invita- 
tion to U Nu had to be re- 
tracted at the request of 
the current Ne Win gav- 
ernment in Burma, which 
would have found his pre- 
sence awkward. 

Jakarta has its own em- 
barrassing Bandung alum- 
nus. Heisthe fifth surviv- 
ing delegation head of the 
original conference, In- 
donesia s then foreign 
minister Sunarjo Sas- 
trowardojo, an Old Order 
figure. Mochtar has to 
date not seen fit to invite 
him to the commemora- 
tive. | 

The ambivalence to- 
wards Sunarjo is just one 
indication of how far In- 
donesian policy has veer- 
ed since 1955. Another 
benchmark of Jakarta's 
rightward shift is the speculation sur- 
rounding the Chinese representation 
at Bandung next month. Suharto's 
government broke relations with 
China shortly after assuming power in 
the wake of a 1965 coup attempt in 
which the New Order implicates the 
Peking-backed Indonesian Com- 
munist Party. Since then, aside from 
occasional technical meetings on such 
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subjects as law and forestry, no official 
Chinese representative has set foot in 
the country. 
Thus the Bandung commemorative 
provides the first occasion for a high- 
level Peking delegation to come here in 
nearly 20 years — a chance China 
might be eager to make the most of in 
its bid for normalisation of relations. 
While such a development may be-wel- 
come in some Foreign Ministry quar- 
ters here, it is unsettling to many in the 
military. The generals will be keeping 
a nervous eye on how high-ranking à 
representative Peking sends. Contact 
at the foreign ministerial or vice=pre- 
mier level might rile the military. «^ 


f too high-powered a delegation 

from China might offend Indonesian 
sensibilities, so too could a low-level 
representative from India. Rajiv/Gan- 
dhi is the only foreign head of state to 
have been expressly invited to address 
the conference, not in his role as India's 
prime minister but rather as the titular 
leader of the non-aligned movement. 
On the face of it, the occasion would 
seem tailor-made for Gandhi's debut 
on the world stage — brief, dramatic 
and high-toned. But so far, New Delhi 
has issued no confirmation of his at- 
tendance, nor has it sent the customary 
security-scouting team to prepare the 
way for a potential prime ministerial 
visit. 

Officially, the decision is said to 
hinge upon the scheduling exigencies 
of a new prime minister beset with a 
host of pressing domestic headaches. 
But observers also wonder how readily 
India's head of state could concede 
pride of place in non-aligned circles to 
a conference chairman who is only à 
foreign minister — and that of a coun- 
try which some in New Delhi have 
come to regard as regionally parochial 
and Western-leaning. Then, too, India 
recognises the Heng Samrin govern- 
ment in Cambodia and might hesitate 
to lend its prestige to any effort to 
supplant it. 

If Gandhi decides not to come, India 
could wind up having a lower level of 
representation than even the other co- 
sponsoring countries, which have been 
invited to send their foreign ministers. 
This dilemma arises because, in addi- 
tion to serving as prime minister, Gan- 
dhi himself holds the foreign-affairs 
portfolio. The next rung down in 
India's foreign-office hierarchy would 
be Khurshid Alam Khan, a minister of 
state with sub-cabinet rank — rather 
less lustrous than what Jakarta might 
have hoped for, but possibly all that 
protocol will permit 

*Rajiv's grandfather [Nehru], would 
never have let himself get bogged down 
in such quibbles," observed one stu- 
dent of the 1955 conference, "nor, for 
that matter, would Sukarno. Well, 30 
years on we're looking at another gen- 
eration of leaders altogether in Asia- 
Africa. More pragmatic and realistic 
maybe, but rather less grand.” ü 
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In its Incredibly Swiss way, 
Credit Suisse has helped 
Switzerland, which is small and 
devoid of raw materials, to 
become an important centre of 
world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

[ts recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
assistance in countertrade, col- 
lections against documents, bank 


innovative ways of handling 
each new problem with precision 
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too. 
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Respect for learning?” 


Peking is slowly restoring the dignity and confidence of teachers 
and intellectuals humiliated in the Cultural Revolution 


By David Bonavia in Hongkong 


t is common. practice for senior 

Chinese officials to pay what are 
clumsily translated as “comfort visits" 
to servicemen, policemen and firemen 
who have to work over the Lunar New 
Year, or whose working conditions are 
particularly arduous or dangerous. 
Shanxi province's party first secretary 
Li Ligong has apparently set a new 
precedent by organising a "comfort 
meeting" for school-teachers in the 
provincial capital of Taiyuan. This is 
one of the marks of how unpopular 
teaching as a profession has become in 
China and what difficulties and even 
dangers teachers face. 

The social status of teachers, along 
with that of other “intellectuals,” 
slumped drastically during the Cul- 
tural Revolution, when most of them 
were denounced as "revisionists" or 
"bourgeois," and were out of work for 
several years, or sent down to rough it 
in the countryside. When schools be- 
came active again in the early 1970s, 
many teachers refused to go back be- 
cause of their humiliation and fear. 

The party and government have 
tried to erase the prejudice against 
teachers among young people and 
sometimes among their parents, but 
unruly pupils and aggressive, over- 
protective parents are a real problem, 
and teachers sometimes go to class in 
fear of being beaten up or worse. 

These problems are prevalent in only 
a minority of schools, but their exis- 
tence, combined with anxieties about a 
new leftwing rampage — and lower 
salaries — are enough to keep many 
gifted teachers out of the schools. 

The problems of teachers are a 
microcosm of those of the pre-Cultural 
Revolution intellectuals who have not 
succeeded in resuming their careers, 
either through fear of being persecuted 


— again, or because the authorities in the 


remote places to which thev were 
exiled in the late 1960s will not let 
them go back to the cities, either out of 
envy, spite, or fear that their own mis- 
rule will be exposed. 

As the most prominent symbols 
(apart from landlords) of the evils of 
the old regime in China, the intellectu- 
als not surprisingly suffered most in 
the period from 1957 on, when chair- 
man Mao Zedong showed the first 
clear signs of paranoia and 
megalomania. Doubtless, the way he 
was spurned by leftist intellectuals in 
his early career as a revolutionary 
fuelled his resentment against those 
whom he thought guilty of trying 
to restore China's traditional state 


of intellectual-dominated feudalism. 
Now the need for whole-hearted 
participation of old and middle-aged 
intellectuals in China's modernisation 
drive is being painfully felt. The new 
generation of graduates — including 
thousands returning from study 
courses abroad — are too young to 
bring mature attitudes to the solution 
of many intellectual problems. Not 
that they are incapable of this, but 
the political old-guard 
which still weighs on 
Chinese society like a 
lump of lead is reluctant 
to give such relative stri- 
plings their head in com- 
ing up with new answers 
to pressing problems. 
Grandiose ^ speeches 
are frequently made by 
high officials these days, 


praising intellectuals as “engineers of. 
the soul" and so on. But words cannot 
be substitutes for big-city residence 


permits, well-paid jobs, research 
facilities and appreciative students. 


he material living conditions of 
teachers and researchers are a 
long-standing grievance. Their start- 
ing salaries and benefits are roughly 
equivalent to those of young urban 
workers, but whereas a few “toilers of 
the mind” go on to command large, 
salaries, most are left trailing by the 
workers who earn bonuses. 
In addition, there are acute short- 
ages of classroom space, teaching aids 
and textbooks. And the standard of 




















y: Bre erupts ac- 
ording tó their examination results. 

The authorities have attempted to 
restore the dignity of the teaching pro- 
fession, and their latest gesture was to 
declare 10 September as Teachers' 
Day. As Sichuan province's party sec- 
retary Yang Rudai said recently: “We 
must gradually make the concept of re- 
specting teachers take root in people's 
hearts." 

The reversion to traditional values in 
education has brought problems to 
people now in their mid-30s who were 
deprived of a decent education by the 
Cultural Revolution. After the high 
tide of the movement, when there was 
no formal education at secondary or 
tertiary levels, nearly 1 million stu- 
dents were enrolled in institutions of 
higher education between 1970 and 
1976, This was the 
period when Mao's 
group proclaimed 
that only workers, 
peasants and sol- 
diers were to enjoy 
university educa- 
tion, a rule widely 
disregarded as 
cadres pushed their 
offspring into col- 
lege by any means. 

A recent survey of 
a sample of this de- 
prived generation 
showed that only 
10-15% were pro- 
fessionally capable, 
. while 20% could 
? barely do their jobs. 

They were looked 
down on by other 
people, were paid 
low wages and had 
inferior living con- 
ditions. And they 
make up more than 
2176 of all Chinese 
graduates since 
1949. 

Despite the cry- 
ing need for capa- 
ble, well-educated 
people, there is still 
popular prejudice 
against egg-heads 
and prodigies. As the People's Daily 
said in February, there is a Chinese 
saying that "if a tree stands high in the 
wood, the wind will destroy it." Or the 
other hand, the proverb-rich Chinese 
say a talented person should stand up 

"like a crane among chickens. " 

The communist party claims it is 
showing the way by admitting propor- 
tionally more intellectuals to its ranks, 
as against the standard intake of work- 
ers, peasants, soldiers and revolution- 
ary cadres. Hebei province is particu- 
larly advanced, having recruited more 
than 32,000 intellectuals in 1984, ac- 
counting for 47% of the total recruit- 
ment. This level of intake, however, is 
likely to prompt a reaction in time. D 
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When Euromoney magazine asked the 
leading participants in the world’s capital 
markets which bank is the most innova- 
tive in the international bond and syndi- 


cated loan markets—“the best house for | 


introducing successful new techniques" : 
— Morgan ranked first in both areas. 

“Morgan is a corporate finance-driven 
merchant bank,” Euromoney wrote. “It 
tends to see the securities business from 
a company’s point of view; its corporate 
finance officers estimate how the bank’s 
_ forex, swap and Eurobond capabilities 
can minimize costs and meet the partic- 
ular needs of the client company" 

Morgan has earned this recognition by 
putting our uniquely comprehensive set 
of capabilities to work for the long-term 
interests of our clients. 


[C] As a major participant in the capital, 


PD bus iy currency ioci 
goverhiment d and bullion Dm 
we find many innovative ways to exploit 
intermarket arbitrage opportunities for 
our clients. 

[ ] Morgan is the only intermediary 
that can act with equal proficiency as 
either principal or agent in rate and cur- 
rency swap transactions. Our strong 
capital position, reflected in Morgan's 
AAA/Aaa credit ratings, enhances our 
role as principal and can reduce client 
costs and risks in each swap we arrange. 

[ ) Because we concentrate on the 
international capital markets, we devote 








The Euromoney Poll 
“Which bank is the 


most innovative in terms of 
new instruments and pricing?” 























m Eurobonds 

Rank : Votes 
2 Credit Suisse First Te | 71 

3 Salomon Brothers 62 
A Merrill Lynch | .37 

6 nes Roval 8 
Swiss Bank Corporation 8 

8 Manufacturers Hanover 6 
9 Citibank — 5 
Morgan Grenfell ES 
Samuel Montagu 5 
Smith Barney, arris. Upham 5 


| Syndicated Loans 








| orgar 48 
2. Citibank 45 
3 c hase Manhattan . 27 
1 Samuel Montagu | 15 
5) "Credit Suisse First Boston d 
6 Bankers Trust | 


.7 Merrill Lynch 
8 Bank of America 
Manufacturers Hanover 
10 Chemical Bank 
Lloyds Bank International 
"Asked of manag ers in the international bond and syndi 


cated loan markets. 
Source: Euromoney, October 1984. 


de donor} andes 


all our worldwide resources to providing 
superior service in these markets. 

To illustrate Morgan innovation: 

For the Mass Transit Railway Corpora- 
tion of Hong Kong, our Eurobond under- 
writing subsidiary, Morgan Guaranty Ltd, 
was lead manager for the first Hong Kong- 
dollar-denominated floating-rate note 
issue. in this HK$500 million transaction, 


The Morgan Bank 


Jakarta, Kuala Lumpur, and Manila. 













we pioneered the use of the US. Treasur 
style auction also employed in two suc 
cessful issues for the Kingdom of Sw 
The first of these issues, for $500 mill 
gave Sweden the lowest cost related i 
London Inter-Bank Deposit Bid Ra 
achieved in the Eurodollar floating-rate 
note market. 

Other recent examples: profitable 
Deutschemark defeasance transactions 
for three major US. issuers: zero-coupo 
Eurobond issues which we swapped cai È 
floating-rate funding for Electricité de- 
France, Nordic Inve 'stment Bank, and. 

Swedish Export Credit; a highly successfu : 
5125 million exc hangeable floating- rate 
note issue for the Korea Exchange Bank: 
and Eurodollar bond issues swapped into | 
ven for four major Japanese borrowers. 

Let us compete for your pon 
You'll find we deliver imaginat CMS 
effective services in Ene c : s capial aei M n 

















iod , COst- 





e iie bees i ebsurs of "all Merz "ah 
banking business. 


15 one Road d bud Hong K Kone ig 
Morgan Guaranty Ltd, New Kokusai 
Building, 4-1 Marunouchi 3-chome. 

Chiyoda-ku, Tokyo 100 

Morgan Guaranty Trust Company, 23 
Street, New York, NY 10015 A 
Offices in Tokyo, Hong Kong, 5ingapore,. = | 
Seoul, Taipei, Melbourne, Svdney, | 





WHEN DUNHILL DESIGN A WATCH. TIME 


At Dunhill the design of a product doesn’t stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought 
to life by the finest craftsmen. 





ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 


| 


( 


I HE LEAST IMPORTANT CONSIDERATION. 





The Dunhill Millennium. It took years to produce the first Millennium, Today, each 
watch is crafted in 135 separate stages. The face itself is meticulously enamelled over a number 
of days, and then hand worked before the numerals are added. A time consuming process, admittedly, 
but one that Dunhill, and their Swiss craftsmen, will continue to adhere to 








A tie that's hand tailored. Woven from the finest Chinese silk in Northern Italy, each tie is 
tailored from 3 separate cuts. Folded by hand, it’s then slip stitched so it will regain its shape when untied 
A detail that undoubtedly gives a Dunhill tie its longevity. 





A frame even opticians can't improve. Engineered with a unique flexible bridge, Dunhill 
sunglasses are designed to ‘wrap around the face.’ A spring hinge in the side of the frame will also 
stop them slipping forward. It took 4 years to achieve the pertect fit. Proof, 
that at Dunhill, perfection takes time. 










Soon to greet our 


J distinguished guests. 
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Shangri-La Kuala Lumpur. Open 20 April 1985 
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E Shangri-la hotel 
KUALA LUMPUR 
A SHANCRI-LA INTERNATIONAL HOTEL 





722 guest rooms and suites * International Direct Dialling ¢ Colour TV with complimentary in-house movies e Music channels 
* Refrigerator * Mini-bar * Bedside controlled air-conditioning € 24-hour room service Ħ Four restaurants: Japanese, Chinese, 
Continental and 24-hour coffee house ¢ Lobby lounge * Discotheque * Poolside Bar * Businessmen's Bar * Swimming and 
wading pools e Tennis and squash courts * Fully-equipped health club * Complete international convention facilities for up 


to 2000 people * 24-hour Business Centre © Shopping gallery. 


Shangri-La, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03) 222 388. Telex: SHNGKL MA 30021 or 
Shangri-La International: Kuala Lumpur (03) 486 536 © Hong Kong (5) 242 367 * Singapore 338 2250 
* London (01) 581 4217 e USA & Canada (800) 457 5050 è Australia Std free (008) 222 448 * Tokyo (03) 667 7744 
Shangri-La Singapore. Shangri-La Kuala Lumpur (Opening 1985). Shangri-La Beijing (Opening 1985) © Shangri-La Bangkok (Opening 1986). 
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If you had a fleet of Rolls-Royces, 
wouldn’t you keep them in good shape? 


As the only major airline with an all Rolls-Royce powered fleet, we're understandably fussy about 
the way thev're maintained. 

The care and attention to detail we lavish on our fleet, has made Cathay Pacific one of the most 
reliable and dependable airlines in the world, with a performance record 


5 s S 

which is the envy of our competitors. 

So, when we pick you up at the airport in one ' Vif Zz 
of our Rolls-Royces, you can be sure A 


when you arrive, it will be in better shape. 


CATHAY PACIFIC“ 


The Swire Group > AEN 









e BEFORE dozens of readers write 


in to point out the error, I must 
apologise to my old friend Masahide 
Shibusawa for the recent review of 
his book — Japan and the Asian 
Pacific Region (REVIEW, 14 Mar.) — 
which, with unforgivable intimacy, 
referred to him by his given name, 
Masahide, throughout. All the more 
embarrassing, as his family name 
Shibusawa is a distinguished one in 
Japanese history: Masahide's grand- 
father, Eiichi, was one of the Meiji 
era's industrial modernisers and 
founder of the Dai-Ichi bank, while 
father, Keizo. as that most rare of 
reat in intellectual banker, 
th finance minister and 
or of the Bank of Japan. 

The explanation is that the au- 
thor's name on the book was printed 
Japanese fashion, with the family 











name first, which neither the re-. 


viewer, nor we, spotted. 

e SHIBUSAWA researched the book 
during a year's attachment to 
Chatham House, London's Royal In- 
stitute of International Affairs. I had 
the advantage of seeing a manuscript 
copy (which makes our mistake even 
more unforgivable). The book struck 
me as a most sensitive and honest at- 
tempt to chart Japan's role in the re- 


gion and its probable future direc- 
tion. As Shibusawa writes, Japan will 


probably adhere to its economistic 


stance, increasing its military power | 


sparingly though uncomfortably 


conscious that this entails continued | 
dependence on the United States. 
“For all the criticism of Japan being | 
politically passive or reactive the | 
. seem to prefer the country | 
Japan 


people.. 
toerr on the side of inaction .. .J 
prefers to exert its influence behind 
the scenes. 





cy to evaluate every issue on-its eco- 
nomic merits [blurring] the basic 
purpose of foreign policy issues and 
[exposing] every option to pressure 
from various internal economic con- 
stituencies, whose motives may be 
largely self-interested [making] the 
country's behaviour materialistic 
and egocentric." 


Arguing that Tokyo needs to deve- 
lop a policy framework based on a 
new concept of Japan's respon- 
sibilities, Shibusawa is rightly ner- 
vous of the wholesale adoption of a 


goal, which could well develop into a 


national consensus of a kind that 
once brought disaster to the whole re- 
gion. Instead, he argues that Japan is 
edging its way towards a regional 
role identified by Malaysian Prime 
Minister Datuk Seri Mahathir 
Mohamad — Japan as “a guide and a 
teacher; a transferer of technology; a 

role to E these countries richer 


" There are disadvantages 
to this stance: "It generates a tenden- | 


| 
| 
| 
| 
| 
| 
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to hand that Fam surprised he did not 


in charge of Hongkong's under- 
hopes to mount a rescue operation on 


.ended up as chief executive of the 
London Zoo. 





apparently with an axe. The report 


stable, which woitid benafit 
in turn not only the region but also 


Japan and the world.” Pointing to 


Japan's growing overseas aid, its re- 
sponse to disasters elsewhere such as 
Cambodia and Ethiopia, the growing 
media coverage of the rest of Asia and 
the increasing number of. Japanese 
studying Asian languages. and cul- 
tures or engaged i in relief operations, 
Shibusawa sees a new. astri hire 
“a sign of Tapan s maturing a as 
tion.” Shibusawa-sensei, sumimasen. 
e THE miners’ strike in Britain duly 








ended with less of a personal humili-. 
ation for their union's leader, Arthur > 


Scargill, than he deserved. Scargill 
himself is such an able “barrack room 
lawyer” adept at using every weapon 


allege that the Coal Board had re- 
cruited a leading member of Hong- 


 kong's capitalist hierarchy to help 


break the strike and grind down the 
miners. In fact, the former Jardine’s 
taipan, David Newbigging, joined the 
Coal Board last year with the aim — I 
surmise — of exploiting his China 
contacts to sell British mining equip- 
ment and expertise to Peking. . 
Another Hongkong taipan, John 
Boyer, former deputy chairman of the 
Hongkong and Shanghai Bank and 
also former chairman of the REVIEW, 
frustrated in his ambitions to be put 


ground (bureaucratically.named the 
Mass Transit Railway) and in his 


the Carrian empire, arid bored by his 
job with a London merchant bank, 


Since the foundation of the Zoolog- 
ical Society by Sir Stamford Raffles 
in 1826, the zoo has fallen on hard 
| times, and now labours under a £2 
million (US$2.15 million) overdraft. 
However, the government has step- 
ped in with grants and promises to 
match any money the zoo raises. In 
view of this situation, a recent mis- 
print in the London Financial Times 
Was particularly unfortunate: 
















Last year the society) 
appointed Mr John Boyer, 
former deputy chairman of\ 


Hong Kong and Shanghai Bank, 
as its first chief expense. | 


e THE mealy-mouthed press some- 
times employs outrageous euphe- 
misms as when the British sex-and- 
sensation Sunday paper, News of the 
World, reported the discovery of a 
female torso, from which the head, 
arms and legs had been hacked. off, 





added: “The body had not been inter- 
fered with." Linda Johnston and 
Alistair Gaisford spotted a similar 
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item in a recent edition of 
Morning Herald: 


— MM E IAHR NAR TAMRON 


Headless bod y 


i 

| A POST mortem on the dis- 
| membered female body found 
| 





off Crescent Head on the 
NSW north coast showed no | 
|_signs of violence, | 


-@ BANGKOK shops sport many c ole 
ourful names. Diamonds are forever 
and so is this shop: 










































While another jeweller sets 
sights a little lower: 







den, pane pube bend iow: 
on a shop which offers unbeata 3 
bargains: 


* VISITING a town. 
land Sea, H. G: Reid p 
notice which proudly a 
community's intention: 
any outbreaks of fire. L 
its 2 sienna 


And by the Hakone lakeside, Vol- 

ker Stoeckel photographed a notice 
in a coffee shop which treats its cus 
tomers like piggy-banks: 


wns 


Spee anon 


They'll look. They'll listen. And 
they'll buy. 

Prime business prospects with 
the authority and the funds to 
conclude worthwhile business with 
you. 

So if you've got a product or 
service to sell to the Middle East, 
show it to them! And do it in the best, 


| ` | i uw S bos E 
oS 


Ver 
ips 


professionally-run trade exhibition. 
At the Dubai International Trade 
Centre. 

Take advantage of two 


. airconditioned exhibition halls that 


combine to offer you over 10,000 

square metres of first class, 
 purpose-built exhibition space that's 

unrivalled in the Arabian Gulf. 

And capitalise on a busy 
programme of international trade 
shows, any one of which, could work 
wonders for your business. 

Just show it to them and see! 
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1985 


17th - 21st March 

Arab Cleaning & Maintenance 
Exhibition 

1st - 5th April 

Interiors '85 

21st - 24th April 

Arab Packprint Exhibition 


13th - 17th October 
Middle East Agriculture '85 


27th - 31st October 
Hotel '85 


7th - 10th November 
Motexha & Childexpo 


25th - 28th November 
5th Gulf Computer Exhibition 


1986 


9th - 12th January 
3rd Gulf Sports & Leisure Exb. 


12th - 16th January 
Middle East Electricity Exb. 


27th January - 7th February 
Dubai Spring Fair '86 


For more information about exhibitions in Dubai, write or call 
Trade Centre Management Company, P.O. Box 9292, Dubai, 
United Arab Emirates. Tel: 472200. Telex: 47474 DITC EM or 
Seymour House, 17 Waterloo Place, London SW1Y 4AR. 
Tel. 01-930-3881. Telex 888193 GENNAV G. 


NZ wilgalluajleull yay aj Spo wes 
TAN. dubai international trade centre. c - 



















16th - 20th February 
Arab Air Exhibition 


2nd - 6th March 
Gulf Communications '86 


16th - 20th March 
2nd Arab Gas Technology Exb. 


20th - 24th April 
Gulf Industrial Plant and 
Factory Equipment '86 


28th September - 2nd October 
2nd Middle East Refrigeration, 
Ventilation & Airconditioning 
Exhibition. 


12th - 16th October 
4th Arab Water Technology Exb. 
Arab Municipal Services Exb. 


26th - 30th October 
3rd Gulf Safety, Security & 
Fire Equipment Exhibition 


27th - 30th October 
6th Gulf Computer Exhibition 


6th - 9th November 
Motexha & Childexpo 









BURMA 


Prouu past, sad present 


The Burmese tradition of journalism is a long and honoured one, papers and periodicals served, the 


i i icati nationalist cause, which swept the 
but with total government nationalisation, freedom has gone country in the 1930s. It was suppulté 


not only by Myanma Alin, but als& by 
By Bertil Lintner the Deedok journal edited by Ba Choe, 
y a English-language The once-influential New Times of | the Dagon magazine, and the tri- 
ASIAN readers who visit | Burma was originally set up as a gov- | weekly English-language New Burma. 
ni EE Lj] Burma for the first | ernment publication but was taken | Ba Choe, who was a well-known jour- 
ar a time are delighted | over by the famous politician Tin Tut | nalist and the founder of the Burmese 
j d when they wake up | after World War II. Under his editor- | branch of the socialist Fabian Society, 
in the morning to | ship it became a cautious but reliable | almost certainly would have become à 
eee find, on the door- | and well-respected newspaper. The | prominent political figure after 
DA | T% mat outside their | first vernacular newspaper appeared | Burma's independence, had he not 
PRESS hotel room, a small- | in the Arakan area in 1873, and it was | been assassinated along with 
IAZA sized English-lan- | soon followed by Burmese-language | nationalist leader Aung San in July 
guage newspaper called the Guardian. | publications in both Rangoon and | 1947, 
| 








———————— 








Each copy is neatly stamped with | Mandalay. 
“Good Morning. With Best Compli- | The Burmese-language Myanma | he now almost-legendary student 
ments," from the hotel. | Alin, or New Light of Burma, was set | journal Oway inother forum 
But that is also the first and the last | up in 1914 and was for many years | for the nationalists was first pub- 
| 


pleasant impression of Burmese news- | managed by U Tin, who became a | lished by Aung San in the 1930s, but 
papers for most visitors who, for the | minister in independent Burma's first | its name continued to be used for a 
first time, come up against the strictly | government in 1948. Newspaper own- | daily Burmese-language newspaper 


controlled, government-run Burmese | ers, editors and journalists played an | after the war. The press in independent 
press. The Guardian's front page usu- | important role in Burmese domestic | Burma — after 1948 — remained free 





ally carries such stimulating headlines | politics, and given Burma's solid intel- | and became an important pressure 
as “More Working People Visit Exhib- | lectual tradition, they hadahighrepu- | group, to which then prime minister 
ition Pavilions” or “President U San | tation in society. U Nu's government was extremely 
Yu and Wife Hold 38th Anniversary During British rule, many news- | sensitive. 

Union Day Reception and Din- sS OEA ee Pe NS After independence, Burma 


ner” — followed by stories 
which contain little more than a 
complete list of those who at- 
tended the respective functions. 
For the visitor seeking vari- 
ety, there is another English- 
language newspaper, the Work- . | 
ing People's Daily. But since 
they are both published by the 
People's Printing and Publish- 
ing Works, the news items tend 
to be almost identical, even with 
the same headlines. The pictures 
usually consist of long rows of 
people attending various meet- 
ings, or shots taken at Rangoon's 
Mingaladon Airport of state 
guests arriving and being 
received by government ( 
representatives. 
However, the state of 
Burma's contemporary 
press does not do justice to a ) 
long tradition of professional 
journalism. Only a few decades 
ago, many of Rangoon's now- 
aging journalists were writing 
for a press which was one of the 
least restricted in Asia. 
Modern-style | newspapers, 
modelled on those in the West, 
were introduced to Burma by 
the British during the last cen- 
tury. The first newspaper, in 
English, was published in 
1836. The longest-lasting, the 
colonial Rangoon Gazette, was 
founded in 1861 and survived 


til the J : > > ‘ ti 
hee oP eine es eio Burma's official journals; Ne Win: strict controls. 
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had more than 30 newspapers. 
Apart from the leading Bur- 
mese and English-language 
newspapers, there were also 
five in Chinese, two in Hindi 
and one each in Urdu, Tamil, 
Telugu and Gujarati. Of the 
Chinese newspapers, the most 
influential was the communist, 
pro-Peking Freedom Daily By 
political affiliation, there were 
three groups of newspapers: 
pro-government, or opposition 
newspapers leaning either to 
the Right or to the Left. The 
| qn editor of the old rightwing 
è | E Hanthawaddy daily, though 
Brisson Psi rt ipt) ti ps : a close friend of the prime 
i er) ND DE Esc | minister, did not hesi- 
Tul tate to sharply criticise 
government policies 
when he thought U Nu 
too sympathetic to the 
Left 

The centrist English- 
language Nation — founded 
by editor Law Yone and first 
published in 194! was often 
critical of the government, but 
positive in its comments. Itseir- 
culation reached more than 
20,000 in the mid-1950s and its 
popularity was partly due to 
the dynamic Law Yone 

The first real confrontation 
between the press and the go 
ernment was provoked bv dil 
ferences of Opinion as to how 
insurgency should be covered 
as it gained momentum im- 
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inst the central gov- qu 
ment. At the height of | 
rebellion, in 1948 and | 
, censorship wasim- . 
d and the offices of . 
newspapers were . 
ed by the police after. 

















Party. 


national security. But the 
nisorship waseventual- 
fted and the news- 
pers resumed report- 
ig insurgent activities 
ann did so with a 








HILE effectively 
máior task of national defence, the 
PyithuTatmadaw is taking active part 

ín the socialist construction work under the 

' leadership of the Burma Socialist Programme 


True to its noble traditions, the Tatmadaw 
has always been in the forefront in all endea- 
vours for the welfare of the people. 


i iwherc g i therefore clear that the Tatmadaw ts a Pyithu 
Š published stories Tatmadaw born of the people, with full Bait 
idered detrimental to lical awareness, which fou 


nialists and fascists for regaining national jn- 
dependence and sovereignty. 


It is worthy of recall that U Ne Win, 
Chairman of the Burma Socialist Pragram- 





cd ede cian a aware of the lob- 


press represented. 


onstrated in Ran- 
goon against the new 
government in July, the 
press was, in effect, told 
not to report the event 
and five reporters were 
arrested. In September, 
anew Printers and Pub- 
lishers Act was an- 


Ht ois 


t against colo- 





























lit the . 
youths 


ah 


sed a pM ioc" which forced 
overnment to drop tHe bill. 
queen of the press was per- 










Burma got TV much 
later than any other 
Southeast. Asian 
country. It was only 
on 3 June 1980 that 
the first TV station 
opened with Japan- 
ese assistance, and 
even then transmis- 
- sion was limited to 
on and surrounding townships. 
| ) semina can be fecelveo 
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In anticipation with mass 


draws wear, voluntary services acclaiming the 
comiaz Hluttaw session are gaining momentum 
with the entire working peo 
the workers, members 
People's Police Force, Lanzia youths, Red 
-of Cross and other sections of the 
“| working people--snthusiastically participating 
in economic and social activities like working 
i € at mills, factories and work establish- 
, donating towards hospitals, clinics and 
submittiag Party membership applica- 
tions, and carrying out sanitation work in the 


Leader columns: 
undermined vitality. 


well," as the government put it. Today, 


of Tatmadaw and 


though TV- — alate entry in Burma — now covers the country, 
is radio broadcasts which capture the wider audience 


nounced, repealing all 
the existing laws which 


enthusiasm dated back to 1876. This 
1 Nu, govern- A d r te Aid byithu the Fist | new press law was the 


most restrictive one 
Burma had ever seen, 
and it obliged printers 


peasants, 


for yearly licences from 
the government's Press 
Registration Board. 
These licences could be 
revoked if the news- 
papers “did not behave 


these restrictions cover all printed 
material, from newspapers, periodicals 
and novels down to comic books and 
calendars. A special Press Scrutiny 
Agency was set up to read all manu- 
scripts and publications. Even cover de- 
signs had to be submitted for approval, 
according to Soe Min, a veteran editor 


source of news. Radio is extremely 
popular and virtually everyone listens 
to it even in remote places. The govern- 
ment-owned and -operated Burma 
Broadcasting Service (BBS) broad- 
casts in Burmese, and offers three Eng- 
lish programmes a day, as well as daily 
programmes in Shan, Kachin, Sgaw 


Karen, Pwo Karen, Kayah (Karenni), 


Chin, Mon and Arakanese. Most of the 
programmes are devoted to folklore, 
popular music, education, news and 
government information. English-lan- 
guage lessons at the primary level, 


ren — and so are the request program- 


mes for older listeners who wish to- 
E d Weddin anniv relatives at birthdays, 









bying power which the 


hen students dem- 


and publishers to apply- 









which were reintroduced in 1979 atthe 
same time as English was re-estab- 
lished in the school curriculum, are 
| especially popular with young child- : 


I € 


“ence of the 


Papers were to be banned alipgethen 








ntroduced p put. an endi to | 
is open and dynamic influ- ` 
press in Burma. Step by“ 
step, the press was constrained to fol- 
low government policies: the prestigi-: 











ous Nation was closed on 18 May 1963, 


and Law Yone was arrested shortly af- 
terwards. Control was tightened on 6 
June, when the government-run News 
Agency Burma (NAB) was created to 
take over all private wire services and 
to survey and select the flow of news 
from overseas. 

Loktha Pyithu Nezin was set up by 
the government to compete with the 
still existing private newspapers on 1 
October 1963. An English-language 
version — the Working People's Daily 
— soon followed. Meanwhile, the pre- 
viously independent Vanguard and 
Guardian newspapers were 
nationalised. 

The vitality of Burma's press was 
further undermined at the beginning 
of 1964, after the ruling Burma 
Socialist Programme Party (BSPP) 
was made the only legal political or- 
ganisation in the country on 28 March. 
Five months later, the editor and 
owner of the mass- -circulation Kyemon 
(Daily Mirror) was arrested for pub- 
lishing an article considered seditious. 
The newspaper was nationalised on 1. 
September, followed by the Botataung 
newspaper on 11 September and the 
Guardian magazine on 16 Mrd a 

Eventually, in December 1966, i 
was announced that private. SP 


minority areas fighting the insurgents. 


But a main reason why so many péo- 
ple in Burma have radios is, appa- 
rently, because this is the only way 
most of them can get news from. the 
outside world. With the local news- 


"papers controlled, and the circulation 


of foreign magazines severely -re- 


stricted — and for ordinary people 


available only on the black market, 
when they are several months old — 
radio fills an obvious vacuum.’ And 
there are surprisingly many foreign 
countries that have Burmese-language 
broadcasts. Gi 

"he most — undoubtedly: is ihe 
BBC, with Burmese-language ser- 
vices twice daily. When the British 
Government in recent years decided to 
cut back on expenditure and the 
Burmese service was among the ones 
that it planned to scrap, many Burmese 
listeners pleaded with London to con- 







tinue. Rumour has it that even strong- 
| man Ne Win privately sent a message 


to the BBC and requested it to reverse 


its decision, which in fact happened. 


‘In addition, there is Voice of. 


| America, which, though listened to, 

























and with immediate effect the govern- 
ment discontinued annual re-registra- 
tion of all Chinese and Indian-lan- 
guage newspapers. Printing, the gov- 
ernment said, must henceforth be done 
only in Burmese or in English. 

The government now ran all the big 
publishing establishments in Burma 
and recruits were sent to East Ger- 
many for training in journalism. 
Courses were also started in Burma, 
and many old-time journalists were 
called in to teach them — but under 
heavy restriction. All newspaper 
editors in Burma were given a 
memorandum issued by the Printers 
and Publishers Central Registration 
Board which stated: ". . . political, eco- 
nomic and religious work, as well as 
novels, journals and magazines . 
must be scrutinised to see whether or 
not they contain . . . anything detri- 
mental to the Burmese socialist pro- 
gramme... the ideology of the state... 
the socialist economy . . . [or contain] 
any incorrect ideas and opinions which 
are not in accord with the time." 


» accordance with these guidelines, 
even the writings of loyal journalists 
were suppressed. Thein Pe Myint, a 
popular writer and a political leader, 
was the first important literary figure 
to support the new order. He even wil- 
lingly gave his own newspaper, the 
Vanguard, to the government to be 
nationalised. He wrote columns in sup- 
port of the revolution and the socialist 
system for more than 10 years until the 
government banned even his writings 
in 1976. No reason was given, but 
some observers suggest that he might 


respondent has talked with, is not as 
well-balanced and objective as the 
BBC with too much “show business" 
and United States propaganda. All- 
India Radio, Radio Pakistan, Radio 
Thailand, Radio Peking, Radio Malay- 
sia, Radio Moscow and Radio Veritas 
in the Philippines also have Burmese- 
language services. But they tend to be 
either ardently religious (Pakistan and 
Veritas), or with a heavy political bias 
(Moscow and Peking). 

The Moscow service often carries 
praises for the present regime and de- 
nunciations of the ethnic insurgents, 
which could just as well be the BBS’ 
own. How effective these propaganda 
tirades are is hard to say, but Radio 
Moscow certainly does not appear to 
have as many listeners in Burma — 
either in government circles or among 
ordinary people — as the BBC. 

Listening avidly to foreign radio 
broadcasts seems to be the main reason 
why many people visitors meet in 
Burma are surprisingly well-informed 
on international affairs which 
serves to prove the point that no gov- 
ernment-imposed isolation can ever be 
100% effective in the electronic age. 

— BERTIL LINTNER 
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have been too independently minded. 

Burma today has two English-lan- 
guage dailies and four national Bur- 
mese newspapers. There is no criticism 
of government policies, and sensitive 
subjects are carefully avoided. In- 
surgency is reported only when some 


Since the suppres- 
sion of press free- 
dom in Burma, op- 
position elements 
have tried to dis- 
tribute under- 
ground magazines 





jim à " a and newsletters, 
PRESS ocasion ied 


seemingly without much effect on the 


readership consists mostly of mem- 
bers of the opposition groups that 
publish them, or political exiles. 
Even a leaflet-dropping air raid on 7 
April 1972, by followers of former 
prime minister U Nu — then organis- 
ing resistance from his base in 
Bangkok — caused few ripples, 

When most of the ethnic Burman 
insurgents surrendered during a gen- 
eral amnesty in 1980, only a few small 
factions remained in exile. Former 
minister of commerce, U Thwin, still 
edits the offset-printed Democracy 
Journal which carries anti-govern- 
ment propaganda in Burmese and 
English. Some exiles in West Ger- 
many edited the Burma Affairs jour- 
nal until the death in August 1983 of 
its founder, Soe Min, a former Ran- 
goon editor. 

The Karen rebels have their own ir- 
regularly issued journal, Tha Noo 
Htoo, which features battle-reports, 
poems and political columns written 


political situation in the country. The | 


rebels surrender, or when “mass ral- 
lies" are held to denounce the ones still 
holding out in the jungle. Some of these 
reports can be rather imaginative, as 
was the case with a report in January 
1983 which said that “a recent rally by 
some 200,000 villagers armed with bows 





by Karen-rebel leaders. The Karen 
leadership claim they distribute it 
free inside the country, though the 
circulation figure is unknown. The 
Shans, the Mons and other ethnic in- 
surgents also publish periodicals 
from time to time, depending on their 
financial situation and the willing- 
ness of printers, mainly in Thailand, 
to risk printing their material, 

The outlawed Burma Communist 
Party has its own printing press at its 
Panghsang headquarters near the 
Chinese border. But compared to 
other underground communist move- 
ments in Asia, its printed propaganda 
network — domestically but espe- 
cially internationally — is surpris- 
ingly undeveloped. Its major prop- 
aganda outlet is the Panghsang- 
based broadcasting station, the Voice 
of the People of Burma (VOPB) which 
was set up in April 1971, and which 
still broadcasts every morning and 
evening in Burmese and the Shan, 
Kachin, Karen, Wa, Lahu languages, 
and Chinese. There is also. a special 
service in Malay for the Communist 
Party of Malaya. Voice of the People 
of Malaysia broadcasts to Malaysia 
courtesy of the VOPB. 

The Karen broadcasting station at 
the rebel base of Maw Po Kay was set 
up in early 1983 — but has been 
closed down since January 1984 due 
to heavy fighting in the area. 

— BERTIL LINTNER 
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and arrows in Karen 
State .. . condemned 
the rebels for damag- 
ing such public build- 
ings as schools, hospi- 
tals, bridges and 
transport.” 

The coverage of for- 
eign news is usually 
more complete and of 
much higher quality 
than the domestic re- 
porting. Burmesenews- 
papers receive news 
from several interna- 
tional wire services: 
the official Soviet ser- 
vice, Tass, Yogosla- 
via's Tanjug, Japan's 
Kyodo and China's 
Xinhua, as well as 
Western agencies 
such as Reuters and 
the Associated Press. 

However, the news is always re- 
ceived in the NAB offices and screened 
before being relayed to the local news- 
papers. Usually all references to 
Burma are deleted. For instance, a 
Reuters message from Washington on 
15 February this year said that the 
United States had urged more action 
against the narcotics trade. The item 
specifically mentioned Burma as one 
of the countries which should find 
more effective ways of curbing its pro- 
duction of opium — but the Burmese 
version, which appeared in the Work- 
ing People's Daily two days later, said 
that the US had *called on Bolivia, 
Jamaica and Belize, among other na- 


Karen troops: sparking off press-government confrontation. 
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tions, to do more to destroy narcotics 
crops.” 


he strict censorship rules also ap- 


ply to moral values, especially for 


the young. The September 1984 issue 
of Cherry magazine featured a cover 
picture of attractive teenage film ac- 
tress Moe Moe Myint Aung. She was 
photographed leaning against a gate 
dressed in jeans and a low-necked 
blouse — a pose which hardly would 
have been cause for official concern in 
other Asian countries outside the Mus- 
lim world. However, the authorities 
clamped down on the magazine and 
said it was not faithful to Burma's cul- 


EASY BUT FRUSTRATING 


Lu ae 


ASIAN 
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Before 1962, foreign 
correspondents 
and writers could 

ind work without re- 

i strictions in 

4 Burma and even 

| ENS travel reasonably 
a A freely in the coun- 

D 4 tryside. One of the 

i RESS few foreign cor- 
respondents who got into serious 
trouble with the authorities in those 
days was Alexander Campbell, Ran- 
goon correspondent for London’s 
Daily Mail, who was arrested in Sep- 
tember 1948 for having extensive 
contacts with the Karen rebels. In 
striking contrast to what might have 
happened today anywhere in the 
Third World, he was only expelled, 
not prosecuted, despite allegations 
that he had actually tried to aid the 
Karens against the government. 

By and large, Burma imposed 
fewer restrictions on the foreign 
media than most Asian countries. 
That, of course, changed after 1962. 
Reuters was the first newsagency to 
have its correspondent expelled after 


Gen. Ne Win’s coup, followed by the 
\bureau chief of the Associated Press. 
After that, the foreign newsagencies 
were obliged to appoint Burmese citi- 
zens as their local correspondents. 
But if the authorities did not like a 
particular reporter, the Ministry of 
Information could always tell the 
agency to replace him — other- 
wise its licence would be revoked 
and communication facilities ter- 
minated. 

When asked by a visiting colleague 
from abroad if it was not difficult to 
work as a newsman in Burma with all 
the restrictions, a local “foreign cor- 
respondent" once commented sarcas- 
tically: “Oh no, it's very easy. There 
aren't any press conferences you can 
attend. You can't interview officials. 
You can't even go to the airport when 
a foreign head of state arrives on an 
official visit. So all we have to do is to 
sit in the coffee shops and listen to the 
gossip while we're waiting for gov- 
ernment announcements." This re- 
flects the frustration many obviously 
competent local journalists face in 
Burma today, since several of them 





tural values since she 
wore neither tradi- 
tional nor national 
costume. ! 

Education, moral 
values and the BSPP's 
ideology — “The Bur- 
mese Way to Social- 
ism" — dominate the 
Burmese magazines 
and periodicals, and 
few of them would try 
to be as "daring" as 
Cherry was last year. 
Some of the Burmese- 
language magazines 
are still of high qual- 
ity, and the more seri- 
ous ones frequently 
carry stories on popu- 
lar science, village 
health care and some- 
times translations of 
pieces from interna- 
tional publications such as Reader's Di- 
gest, or the American news magazines 
Time and Newsweek. But all, needless 


to say, are carefully- screened and 
"corrected" to suit national po- 
licies. 


From being the platform of Burmese 
nationalism in the 1930s and 1940s, the 
press became the public guardian 
which spoke loud and clear in defence 
of democracy in the 1950s. Today, it 
has been channelled into the same role 
as in other totalitarian societies: a veh- 
icle for the government to exercise 
control, to spread propaganda and to 
carefully select what it considers 
healthy for the public to read. Oo 


gained their first experiences in jour- 
nalism during a time when they could 
freely practise their craft. 

As a consequence of all this, foreign 
news reports from Burma today — 
even if they are from internationally 
respected newsagencies — are little 
more than reproductions of official 
government publicity. 

To get a more balanced view, a con- 
siderable number of foreign corres- 
pondents based elsewhere in Asia 
often visit Burma. Officially, foreign 
journalists are not allowed into the 
country — not even on the ordinary 
seven-day tourist visas — but the way 
around it is simply to state another 
profession on the visa application 





thorities know about this practice, 
but they usually turn a blind eye to it. 
Only rarely are foreign journalists 
barred from entering Burma and, 
since they officially enter the country 


,* 


as "tourists," there is considerable 
freedom of movement within the 
parts of the country which remain 
| open to foreign visitors. Burma may 
| have its restrictions on foreign media, 
but in many ways it is a more accessi- 
ble country than Laos, Vietnam or 
Cambodia. — BERTIL LINTNER 
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form. Undoubtedly, the Burmese au- 
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As tluctuating exchange rates continue to put 
pressure on corporate profitability, changing patterns 
of trade are underlining the need for specialist 
expertise in the currencies of the Gulf countries 

As a major dealing force in the world-wide 
foreign exchange market, GIB offers some very 
special advantages for companies dealing in Gulf 
currencies. GIB can also service your requirements 





sot arai 2h 


Gulf international Bank asc 





in financial tutures, interest rate 
swaps, and other related activit 
GIB's dealing network 
Clock trom offices in Bahra 
and Singapore, is just one 
range of commercial and mui 
services through wh GIB pn 


whatever the probk | 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017 


Manama. Bahra 


London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10027 


GB- The International Bank of the Seven Gulf States 
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THE RESEARCH INSTITUTE FOR 
MANAGEMENT SCIENCE (RVB), DELFT — 
THE NETHERLANDS OFFERS: 
ADVANCED CONSULTANCY 
SKILL TRAINING FOR 


CONSULTANTS FROM DEVELOPING 
e COUNTRIES 


DELFT: SEPTEMBER 18th- DECEMBER 
18th, 1985 


COURSE CONTENTS: 


Client needs 
Handling, 
Practical Approach to Consultancy, 
Advanced Methods of Problem 
Solving, 

Novel Approaches within Functional 
Management, 

Exposure to Dutch Consultancy 
Organizations, 

Supervised Practical Consultancy 
Assignments. 


In 1986 a course in “MANAGEMENT 
OF CONSULTANCY ORGANIZA- 
TIONS” will be offered. 


Identification and 


For further information please write to: 


The Programme Manager of 
R.V.B. 

P.O. Box 143 

2600 AC DELFT 

THE NETHERLANDS 


JOINT 
VENTURE 
OPPORTUNITY 


Privately owned Australian Company with 
own products, formulations, trade marks and 
production currently specialising in selling its 
products for veterinary and animal husbandry 
uses, now has new Government licenced facility 
to manufacture injectables for humans under 
Code of Good Manufacturing Practice. Company 
has low overheads and sales exceeding 
A$1,000,000 p.a. Copy of current Dunn and 
Bradstreet Report on request. 

Owners seek to sell part of shareholding to 
interested partner 

Ideal partner is possibly a pharmaceutical or 
trading company currently trading profitably 
and with aggressive management and finance to 
aid us expand into markets for products for 
humans, and hopefully to use us as foundation 
from which to examine and take advantage of 
business opportunities in Australia and New 


Zealand. 
enced in trading in 





We are well e 
Australia and hold just granted product 
registrations for New Zealand. 

We are viable and having now received new 

rtunities to seek the management 
and financial aid of an ive associate to 
en our company's into higher profit 
ms. 


Reply to: 
AH. Johnson and Co. ( Public Accountants ) 
P.O. Box 264, 
PARRAMATTA, N.S.W. 2150. 
AUSTRALIA 
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No nukes, maybe 


Washington's tough stand against Wellington's atomic ban 
pushes Asean's anti-nuclear concept to the back-burner 


By James Clad in Kuala Lumpur 


ne reason for the strong reaction 

from the United States to New 
Zealand's recent ban on nuclear-capa- 
ble warships lies in American unease 
over Asean's proposal for a nuclear 
weapons-free zone (NWFZ) in South- 
east Asia. In this respect, the tough US 


| line may have worked: Assistant Sec- 


retary of State for East Asian and 
Pacific Affairs Paul Wolfowitz in 
March cautioned Jakarta and Kuala 
Lumpur against too hasty progress to- 
wards such a zone "in the present cli- 
mate," and diplomatic sources here 
suggest that the point was taken. 

But the NWFZ remains on Asean's 
drawing board. Malaysia 
and Indonesia in parti- 
cular see it as part-and- 
parcel of another long- 
standing Asean-oriented 
proposal — the so-called 
Zopfan (Zone of Peace, 
Freedom and Neutrality) 
concept espoused since 
1971. In an interview, 
however, Malaysian 
Foreign Minister Tunku 
Ahmad Rithauddeen 
said he does not see how 
aNWFZ "will berealised 
in the next few years." At 
pains to downplay the 
novelty and even the ul- 
timate effect of a NWFZ, 
Rithauddeen said the 
idea “is not really new" 
and added that discus- 
sions are still only at an 
"exploratory stage. " 

Originally mooted in 
the mid-1970s, the NWFZ 
idea came up again at the 
July 1984 Asean foreign 
ministers meeting in 
Jakarta. At two senior-level Asean of- 
ficials’ meetings since then, the search 
for what Rithauddeen has described as 
a “coherent body of principles” began 
In December 1984 and again in Jan- 
uary, a senior officials’ working group 
reviewed position papers on various is- 
sues thrown up by the NWFZ concept, 
including a six-page overview from In- 
donesia. 

In addition, the Malaysians have re- 
ceived and circulated working papers 
on NWFZ issues from several South 
Pacific Forum (SPF) countries, com- 
prising Pacific-island states plus Aus- 
tralia and New Zealand. The SPF 
papers touch on issues such as the 
manufacture, transit, storage and test- 
ing of nuclear weapons and the dis- 
posal of nuclear wastes — issues 








with which Asean must also grapple. 

“When the stage [of agreeing on the 
principles] is finished,” Rithauddeen 
said, “Asean will widen the consulta- 
tion process to include other Southeast 
Asian countries — including Viet- 
nam.” Only then, he stressed, “will the 
stage be ready for consultations with 
the nuclear powers.” 

Although describing implementa- 
tion of a NWFZ as “many years away," 
Rithauddeen denied any “Asean soft- 
pedalling" of the NWFZ initiative as a 
result of the American response to New 
Zealand's nuclear ban. “Formulating 
detailed principles," Rithauddeen said, 





"will proceed uninterrupted, at our 
own steady pace." 


For all that, Singapore, Thailand 
and the Philippines have many reser- 
vations about the idea. At the January 
officials' meeting, a suggestion by Ma- 
laysia and Indonesia to start drafting 
an Asean NWFZ treaty did not receive 
a consensus. The prevailing sense of 
caution got an added boost by Wolfo- 
witz' recent swing through the region. 
Doubts about Philippine stability, he 
said, have prompted the US to start 
looking for alternatives to Subic Bay 
and Clark air force base. 

Disingenuous or not, this message 
along with Washington's tough stand 
towards Wellington’s anti-nuclear 
stance has helped push Asean’s NWFZ 
into the background for the moment. KI 
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OVERVIEW 





By Gene Gregory in Tokyo 


ust as the Osaka Expo of 1970 marked a radical change 

in the world industrial system, with the emergence of 

Japan as one of its main pillars, the 1985 World Expo- 
sition on Science and Technology to be held at Tsukuba 
Seience City signals a new epoch. Regardless of any 
shortcomings it may have as an exhibition, the very fact 
that the world’s first science and technology exposition 
should be held in Japan is itself indicative of these changes. 
No longer are Japan, and the broader region of East Asia, 
on the periphery of scientific and technological develop- 
ments; they must now be included in the heartland. 

No longer can we speak, in anything but a historical 
sense, of “Western” science and technology, for it is now 
truly a world affair. Lingering doubts of Japanese creative 
abilities, which are remarkable for their endurance in the 
face of massive evidence bespeaking exceptional creative 
power, must now, belatedly, be laid to rest. 

The concept of Science Expo ‘85 calls into question the 
militaristic and otherwise adversarial motivation which 
has spurred much of Western technology and symbolises a 
desire to focus the energies of government and industry on 
civilian technology. Indeed, it is in this context that the en- 
tire experiment at Tsukuba Science City, where 40% of 
Japan's public research facilities are concentrated, must be 
viewed if it is to be fully understood. 

No doubt there will be many who regard this view as ex- 
tremist, just as there were legions who doubted Japanese 
industrial prowess long after it was clearly demonstrated. 
The facts, however, speak for Japanese technological 
strength now just as eloquently as they reflected the ad- 
vance of Japanese industry in 1970. 

For the past 15 years, Japanese industry has led all others 
in the level of invention, if patent applications are taken as 
a measure. These increased by almost 20% a year in 1975- 
80, while United States patent applications remained stag- 
nant. By 1980, Japanese inventions were running 83% 
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Tsukuba city centre; electronics research workers: now in the heartland. 


Science City: the 
future starts here 








higher than those in the US and almost four times those of 
West Germany. Exports of technology from Japan, on a 
current-contract basis, already had surpassed imports in 
the early 1970s and have been climbing at a much faster 
rate ever since. Generally, evidence amassed in com- 
prehensive studies by scholars at Harvard and Princeton 
indicates that the technological level of Japan surpassed 
that of the US somewhere around 1974. 

Yet, paradoxically, the view persists in many quarters 
that the technological prowess of Japanese industry rests 
mainly on an uncanny ability to assimilate, adapt and per- 
fect foreign know-how. At best, the reasoning goes, Japan- 
ese firms have a high capacity for applied, market-driven 
technological innovation and incremental production-pro- 
cess improvements, but creativity in basic science and 
technology is beyond Japanese ken. And a mixed bag of 
profound theories have been advanced to show why, for 
various social and cultural reasons, this inhibition must be 
an inherent national characteristic 

Much a priori evidence has been advanced in support of 
these theories. Japan has had only four Nobel Prize 
laureates in science, it is usually noted. According to the 
index devised by the US-based Institute of Scientific Infor- 
mation, only 19 Japanese are included among the top 1,000 
scientists accredited with the most frequent citations in the 
literature. And, by the reckoning of Japan's own Science 
and Technology Agency, of the 15 most important recent 
breakthroughs in micro-electronics and biotechnology, Ja- 
panese scientists can claim only two of those listed; nine 
were American, four European. By way of explanation, it is 
usually noted, Japanese universities are poorly equipped 
and, because they are more concerned with rote memory 
than creativity, tend to inhibit scientific investigation 

The closer the examination, however, the clearer it be- 
comes that much of this evidence is illusory, incorrect or 
simply irrelevant, The absence of Nobel Prize winners finds 
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TECHNOLOGICAL JAPAN | 


a more ready explanation in the choice of na- 
tional priorities than in innate capabilities — 
whatever they may be; scarce resources have not 
been invested in basic research simply because it 
Wag not deemed necessary in past stages of Ja- 
panese development. 

Instead, private corporations, which shoulder 
75% of total research and development (R & D) 
expenditures in Japan, are encouraged by tax 
credits, low interest rates and other incentives to 
spend heavily on more down-to-earth, practical 
innovation. Public-spending constraints which 
rein in most Japanese institutions of higher 
learning go further to explain the recognised in- 
adequacies of university science facilities. But 
these inadequacies pose no noticeable handicap 
to the training of competent engineers. 

If engineering is given a remarkably greater 
budgetary emphasis than pure science, it is gen- 
erally assumed that the quality or level of scien- 
tific achievement in Japan must be proportion- 
ately low. In fact, itis difficult for Western observers to ver- 
ify this assumption, but not for any objective lack of infor- 
mation. 

Since 90% of all Japanese scientific papers are published 
only in Japanese, Western scientists are oblivious to much 
that is taking place in Japanese laboratories. Not only are 
they unable to read the original work; they assume that be- 
cause it is not published in a language they can understand, 
it cannot be important. The result is a critical — and grow- 
ing — information-flow gap; if Japanese scientists cannot 
read the scientific publications of the West, no effort is 
spared to assure their translation into Japanese. 






common wisdom about Japanese creative ability in 
basic science and technology than the emergence of 
Tsukuba Science City as the symbol of a concerted national 
effort to develop an independent capability, now deemed 
necessary to sustain the growth of Japanese industry. If the 
Tsukuba experiment succeeds, all the assumptions and 
rationalisation about Japanese scientific creativity will fi- 
nally be laid to rest in the dustbin of exploded myths. While 
there are critics who say it must fail — curiously enough, 
for reasons which relate more to urban planning than to the 
conduct of scientific research — few responsible observers 
are prepared to dismiss so massive an undertaking without 
a good look at the facts. 
Where just a decade ago 
half-a-dozen country towns 
were clustered amid pine 
forests and farmland, there 
are now 51 governmental and 
private research institutes 
plus two universities, con- 
sisting of more than 1,700 
buildings spread out over an 
area half the size of met- 
ropolitan Tokyo's 23 wards. 
Some 11,000 researckers, 
specialists and support staff 
man what is generally agreed 
to be one of the world’s 
largest and best-equipped 
agglomerations of research 
institutions. In a dramatic 
departure from past par-’ 
simony, the government in- 
vested more than US$5.3 bil- 
lion in Tsukuba between 
1970 and 1983. 
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Conceived in 1963, the Tsukuba Science City experiment 
was not a hastily mounted undertaking. It had already be- 
come apparent to Japanese governmental and corporate 
policymakers in the early 1960s that, however appropriate 
past practice, continued reliance on foreign technology was 
risky at best and impractical as a long-run strategy. Since 
Japanese research institutions, both private and public, 
were housed in cramped quarters and generally poorly 
equipped, nothing less than massive investment in their re- 
location, expansion and total re-equipment was called for. 

At the same time the science city had to be designed to 
meet larger public needs. The task was to locate a large 
enough area, not too remote from Tokyo, where centralisa- 
tion of government laboratories would contribute to urgent 
requirements for regional revitalisation. No less important, 
at a time when the university system was under attack by 
radical student and faculty elements, a new science city 
Was seen as an opportunity to introduce a new approach to 
higher education. It was decided to transform the Tokyo 
University of Education — a national university engaged 
primarily in the training of secondary-school teachers — 
into a new institution organised into separate research and 
educational departments for optimal development of both 
functions. 

The plan was to develop 26 research institutes and 19 re- 
search centres, notably in plasma and high-energy physics, 
cryogenics, mechanics, hy- 
draulics and chemistry. To 
ensure coordination and 
synergy, the power of chaired 
professors was reduced and 
administrative management 
of the university was 
strengthened. Entrance re- 
quirements were revised to 
eliminate perceived excesses 
of the examination system. 
And the more open admis- 
sions system was to be joined 
with a flexibility in educa- 
tion and research to em- 
phasise interdisciplinary 
studies and more cooperation 
among the university, indus- 
try and government. In Sep- 
tember 1963, Tsukuba was 
officially designated as the 
site of the new science city 
and its university. By March 
1980, 43 government re- 
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search institutes and not one, but two universities h 
begun operations. Other public and private research and 
training institutions are now following in their wake. 

But scientific research does not make a city. With a 
building density and boulevards more akin to Phoenix, 
Arizona, than to an established Japanese city along Hon- 
shu's Pacific littoral, Tsukuba sorely lacks administrative 
coherence. Although the land belongs to the National Land 
Agency and the buildings to the Japan Housing Corp. or the 
government agencies to which the research institutes are 
attached, Tsukuba remains unincorporated, still consisting 
of the four towns and two villages which preceded it. Al- 
though the national organisational structure has usurped 
many of the prerogatives of local authorities, it has not 
completely superseded them. 






national administrative organisations is a third level 
of institutional arrangements. Geographically, 
Tsukuba is divided into five zones, each under the manage- 
ment of different government agencies to which the various 
research institutes are attached: higher-education and 
training institutions; research institutions for construc- 
tion; institutions of science and engineering under the 
jurisdiction of the Science and Technology Agency (STA); 
research institutes of biology and agriculture, and common 
facilities maintained 
by the STA to facili- 
tate cross-fertilisa- 
tion of research. 

While these factors 
may have retarded 
development of a 
vibrant community, 
the investment in 
physical plant of 
Tsukuba laboratories 
and the university 
has substantially 
raised the level of Ja- 
panese scientific ac- 
tivity. Exemplary of 
this development is 
the National Labora- 
tory for High Energy 
Physics (Ko-enerugi 
Butsuigaku Ken- 
kyusho, or KEK), the 
first of the national 
research institutes 
for joint use by uni- 
versities and one of the first research facilities to be located 
in Tsukuba. 

Following a decade of dispute between the Science 
Council of Japan and the government about the construc- 
tion of a multi-GeV proton accelerator and a 12-GeV high- 
repetition proton synchotron, a budget amounting to a 
quarter of the funds requested by the scientists for the es- 
tablishment of KEK was authorised by parliament in 1970 
and construction was begun a year later on a 200-ha site in 
the northern part of Tsukuba. In 1976, the 12-GeV syncho- 
tron was completed and an adjacent photon factory, one of 
the world's largest synchotron-radiation light sources — 
consisting of a 2.5-GeV electron linear accelerator with à 
total radiation power of 265 kw at wavelengths from 0.1- 
1,000 angstroms — was opened in 1982, beginning full- 
scale operations in June 1983. 

Asasign of things to come, KEK's photon factory offered 
the world's first superconducting "vertical wiggler" mag- 
net combined with an undulator installed early in 1983. 
Beam lines supplying intense sources of vacuum ultra- 
violet, soft X-rays and X-rays have since been commission- 
ed and a battery of special-purpose measuring instruments, 
including spectrometers and X-ray scattering and diffrac- 
tion devices has been installed. 

Following the example of the Brookhaven National 
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oratory in New York, where industrial users have been 
taking about 70% of the 800-MeV synchroton's beam time, 
the photon factory has been organised as an autonomous 
unitof KEK to allow industrial users and others outside the 
jurisdiction of the Ministry of Education (under which 
KEK functions), to construct their own beam lines. The 
first to invest in the new facility were Nippon Telegraph 
and Telephone's electrical communications laboratory and 
the Ministry of International Trade and Industry's (Miti's) 
electrotechnical laboratory; both are using the facility to 
test lithographic techniques which will be used in the next 
generation of ultra-large-scale integrated circuits (ULSIs). 

Now KEK's highest priority is to complete a 30-( ;eV 
electron-positron collider with a circumference of 3 km, a 
project which when operational will catapult KEK to the 
frontiers of high-energy physics. Named Tristan ( for 
Transposable Ring Intersecting Storage Accelerators in 
Nippon), this new ring will be able to study electron-posit- 
ron, positron-proton and proton-proton interactions tak- 
ing electrons from the photon factory's 2.5 GeV-linac, after 
they have been boosted to high energy in an adjacent, inter- 
mediate 6-8 GeV accumulator ring. 

The completion of this high-energy research facility, and 
the continuing development of superconducting magnets, 
ultra-high vacuum systems, high-power radio frequency 
and computer-control systems required to raise electron 
energies to 40 GeV 
and beyond, are 
bound to attract an 
increasing number of 
industrial-research 
institutions to the 
science city. 

On completion this 
year or in 1986, Tris- 
tan will give KEK at 
least a brief lead in 
high-energy physics 
research until it is 
overtaken by the 
large electron-posi- 
tion collider (LEP) 
50-GeV x 50-GeV ac- 
celerator scheduled 
for completion at 
Switzerland’s Euro- 
pean Nuclear Re- 
search Centre, or 
CERN, in 1988. But 
in 1989, KEK will re- 
gister another first 
when it commissions the full 25-GeV x 300-GeV electron- 
proton collision facility ahead of other projects still in the 
planning stage. 

Research on superconducting magnets at KEK 1s but- 
tressed by the work of at least two other major research 
facilities at Tsukuba. The National Research Institute of 
Metals (NRIM), which has been developing superconduct- 
ing materials since 1962, is now perfecting high-perform- 
ance superconducting materials for applications in powe! 
generators, thermonuclear reactors, fusion reactors, trans- 
mission lines and magnetically levitated vehicles as well as 
large-scale accelerators. 

High-energy physics was also first to reap the rewards of 
propinquity, one of the principal justifications for group 
research facilities in a single science city. Parallel to the 
work of NRIM, research has proceeded apace on supercon- 
ductivity at Miti's electrotechnical laboratory, where t 
energy division has developed pulsed superconducti 
magnets for fusion reactors, forced-flow cooled ma 
for applications in huge electric-power storage rin 
superconducting power-transmission systems 
gaged in superconductivity research is the quant 
nology division of Tsukuba's Electrotechnical 
(ETL), where the technology of precise meas 
standards for a wide range of light- to high- 

















tions is being perfected on the division’s 500 MeV electron 
linear accelerator, a 4-MeV van de Graaf accelerator and 
600-MeV electron-storage ring. 

Work on construction and applications of superconduct- 
ing magnets is representative of a broad range of funda- 
mental and applied research at ETL’s complex of seven 
buildings, with 60,000 m2 of floor space, in the Doho Sci- 
ence and Engineering Park. ETL's 560 researchers cur- 
rently conduct three categories of research — fundamental, 
special research to develop basic technologies for future 
development and large-scale R & D projects — in four main 
areas: 

» Basic electronics materials and device technology. 

» Information-processing studies concentrating on pat- 
tern recognition, intelligent robots, bionics and fifth-gen- 
eration computer systems, architecture and software. 

» Energy research with special emphasis on magnetohy- 
drodynamics power generation, amorphous silicon cells, 
fuel cells, nuclear fusion, high-powered laser technology 
and superconductivity. 

» Standards and measurements in electricity, light, sound 
and radiation. 

Having perfected the first transistors to be developed in 
Japan in the early 1950s, ETL has led the development of 
semiconductor technology. Its 
electronic device division has 
made an important contribu- 
tion to Japanese leadership in 
C-MOS memories, computer- 
controlled electron-beam 
lithography equipment used in 
VLSI (very large-scale inte- 
grated circuit) fabrication and 
the development of vapor- 
phase growth technology for 
silicon, gallium arsenide and 
other semiconductor materi- 
als. And in recent years a spe- 
cial section of ETL has been 
concentrating on the develop- 
ment of new materials and de- 
vices for the fabrication of 
stable and reliable Josephson 
junction integrated circuits 
(REVIEW, 31 Jan.). 

In April 1983, ETL's newly 
established Josephson Com- 
puter Technology Special 
Laboratory announced that it 
was test-manufacturing a 
Josephson logic circuit regis- 
tering the world’s fastest 
switching delay time. The 10- 
stage switching or gate chain, 
made with a lead/indium/gold 
alloy using a 2.5-micron design 
rule, was put into operation at 
the temperature of 4.2K, or 
^us 269 degrees C], record- 

“ching delay time of 7 
» "ua the existing world record, held 
This advanced circuit constituted a 
“the Josephson device test-man- 
ogic circuit with a switching 
and a 5-micron design rule. 
2 esearch is the fifth-generation 
intermediate phase of develop- 
¿senide devices seem more likely 
ång blocks of the new generation 
és, all possible alternatives are 
certed effort to play a leading role 
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in the development of original information technology 

This effort paid handsome dividendsin August 1984 with 
the development of a computer-controlled GaAs-AlAs 
crystal growth process regarded as a major step towards a 
superlattice semiconductor, considered essential in de- 
veloping a supercomputer to perform more than 100 times 
as fast as conventional mainframes. The new process, call- 
ed phase-locked epitaxy, involves laying one compound 
atomic monolayer on top of another under computer con- 
trol while monitoring the state of crystal growth by means 
of electron-beam irradiation. One hundred layers of vap- 
orised GaAs are formed on a GaAs substrate in an ultra- 
high vacuum chamber, followed by the formation of AlAs 
monolayers, one at a time. This research is being conducted 
in tandem with the development of process technology and 
the fundamental structure of three-dimensional integrated 
circuits. 


search institutes at Tsukuba becomes critical. ETL, 
whose work on superconductivity contributes to the 
development of high-energy generation at KEK, uses KEK's 
photon factory for soft X-ray radiation lithography in this 
new process technology for three-dimensional integrated 
circuits. Begun in 1981, this eight- to 10-year research pro- 
ject is one of ETL's principal contributions to Miti's efforts 
to develop basic technologies for future industries. 

Still another priority field at ETL, conducted in tandem 
with work at other laboratories in Tsukuba, is laser research. 
The radio and opto-electronics 
| |= division currently focuses much 
of its resources on developing 
high-powered gas lasers in- 
tended for use in nuclear fusion 
and isotope separation, as well 
as for information transmission 
and machine-tool fabrication. 
ETL also has special interest in 
developing laser control and 
machinery technology for flexi- 
ble manufacturing systems in 
the context of large-scale na- 
tional research projects under 
the aegis of Miti. 

Six manufacturers and the 
mechanical engineering labora- 
tory are participating with ETL 
in this project — cumbersomely 
called the Flexible Manufactur- 
ing System Complex Provided 
with Laser, or FMC — in an at- 
tempt to make a quantum leap 
with a new generation of fac- 
tory-automation systems. In 
1980 the group announced suc- 
cess in developing a 5kW car- 
bon-dioxide laser, the initial 
step towards a continuous- 
beam, 20kW  carbon-dioxide 
laser that would perform metal 
cutting and welding opera- 
tions. These laser-processing 
techniques have been incorpo- 
rated in small-batch production 
systems intended to bring about 


H: again, the advantages of agglomerating re- 





| changes in the production of machine parts as significant as 
| the automation of assembly operations. 


ETL is responsible for the basic research in six of the nine 
large-scale research projects that have been launched by 
Miti's Agency for International Science and Technology 
(AIST). Each of these projects, selected because of their im- 
portance to industrial-policy goals, combines the resources 
of government laboratories and an ad hoc research associa- 
tion formed by private firms, guided by a project leader. 

ETL is the designated leader of the Sunshine (solar 
energy, hydrogen and new energy technology) project; the 
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Moonlight (magnetohydrodynamic power generation, ad- 
vanced gas turbines, power-storage systems, fuel cells) 
‘project; optical measurement and control (short- 
‘wavelength laser diodes, high temperature opto-electronic 
devices, multi-functional opto-electronic devices, ultra- 
low-loss optical fibre); high-speed computer systems 
(high-speed digital devices, parallel processing in multi- 
instruction and multi-data computer architecture), and a 
broad-spectrum project for the development of basic 
technologies for future industries. 

Perhaps more than any other government project, 
the development by Miti of basic technologies for new- 
generation industries demonstrates the advantages of the 
agglomerative effect of the science city. The location 
of nine of the 16 research institutes or laboratories ope- 
rated by the AIST at Tsukuba has facilitated the co- 
ordination of advanced research in areas such as data 
processing, energy resources, 
biotechnology and new mat- "d 
erials. In these areas rapid pro- 
gress is expected, far-reaching 
effects on industrial structures 
are likely, huge investments 
over long periods are required 
and the participation of pri- 
vate industry is essential. 

Twelve projects for the 
next-generation industry pro- 
gramme have been selected 
for development to the stage 
of commercialisation. In each 
project, at least one of the 
AIST laboratories in Tsukuba 
is playing a key role in the 
fundamental research, along 
with the agency's regional 
government industrial  re- 
search institutes, While re- 
search on three of the projects 
is conducted entirely at ETL 
and on another at the Re- 
search Institute for Polymer 
and Textiles, the other eight 
projects involve joint efforts 
by two or more AIST insti- 
tutes. 

Research associations have been set up by private firms 
participating in each of these projects specifically in order 
to coordinate activities with AIST. New technologies de- 
veloped during the research phase are patented by the gov- 
ernment but made available first to those firms involved. 
Since these patents are in the public domain, AIST also 
licenses other private firms upon payment of nominal fees 
or royalties. At the beginning of the 1980s some 600 Japan- 
ese firms had acquired AIST licences for which they were 
paying, collectively, about US$1 million a year in royalties. 

So far, a relatively limited number of firms have found it 
necessary to set up in Tsukuba to expedite cooperation 
with AIST institutes; but that number is growing and is ex- 
pected to expand faster after this year’s Tsukuba Science 
Expo. (At present, fewer than 30 private firms maintain re- 
search laboratories at Tsukuba; only Eisai, a leading 
pharmaceuticals firm, has built its central laboratory in the 
area.) 

Tsukuba promoters believe the situation will change as 
the full effects of the agglomeration of university and re- 
search institutes gradually attract a highly skilled R & D 
and production-oriented workforce. If they are right, in- 
dustries based on new technologies, from micro-electronics 
to bio-engineering and new materials, will find Tsukuba an 
advantageous location to mobilise these innovations not 
only for local production facilities but for the entire 
corporate activity, wherever it may be located. 

One institutional innovation that constitutes an impor- 
tant step in that direction is the Tsukuba Research Consor- 
tium (TRC), established by eight medium-sized high-tech- 
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nology companies. TRC, one of the world's first industrial 
cooperative ventures of its kind, includes firms from differ- 
ent and complementary industries whose founder-presi- 
dents, themselves high-calibre engineers, well understand 
the advantages of pooling resources. 

The research laboratories of the consortium retain their 
independence under the direct supervision of the presi- 
dents of the core companies, leaving the administsation 
and organisation of meetings and lectures as well as a joint 
computer and communications facility to a single adminis- 
trative office. Although members of the consortiun? are 
carefully selected for their technological complementarity 
and compatibility, within that context it is an open associ- 
ation; among its core members is Teisan, the Japan sub- 
sidiary of the French industrial-gas specialist, Air Liquide; 

The consortium was founded on the belief that medium- 
sized companies have to advance technologically for Japanese 
industry to remain competitive 
through the remainder of this 
century. The TRC organisers 
have already demonstrated 
that their approach works: 
technological information is 
exchanged and new projects 
can be developed that other- 
wise would be beyond the reach 
of individual members. TRC has 
a further purpose, however. To 
assure a cash flow and to at- 
tract government scientists 
and engineers, TRC also offers 
professional services to other 
research institutions, such as 
materials analysis, worldwide 
patent information and semi- 
nars featuring leading 
technological developments in 
its members’ fields. And to seed 
new technology, each labora- 
tory scans opportunities to em- 
bark on research projects with 
government institutes 

The consortium is but one of 
a community of private-sector 
high-technology companies 
that is gradually emerging into 
the research system. Government institutes require an ex- 
panding range of services of private firms, from the design 
and production of new equipment and materials to installa- 
tion and parts supply. And, like the members of TRC, a wide- 
ning constituency of manufacturers and service enterprises 
is utilising the research facilities of government labora- 
tories or collaborating with them. 


ith the proliferation of new-materials R & D in 
Wes access to equipment such as the world's 
most powerful electron microscopes — capable of 
analysing crystal structures of individual atoms as well as 
detecting local disorders in atomic arrangements — is be- 
coming of critical importance. The results of such experi- 
ments have begun spawning new venture businesses at 
Tsukuba. Among the first new science-based companies to 
be founded was a firm to produce GaAsAI crystals using 
production technology developed by the National Institute 
for Research in Inorganic Materials and financed mainly by 
Ulvac, the leading Japanese producer of vacuum pumps 
and systems whose president, Chikara Hayashi, has been 
one of the driving forces behind TRC 
Teisan's participation in TRC suggests that other foreign 
high-technology firms will:find the Tsukuba facilities an 
attractive combination of resources that can be tapped by 
locating their R & D operations nearby. This suggestion 
was reinforced in early March, just before the opening of 
the expo, when Texas Instruments of the US announced its 
intention to build a new research complex on a 50,000 m” 
site after the expo is over. The new complex, to be built 
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purposes. “Tsukuba will keep growing 
"and improving," TRC's chief executive 
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it necessary to locate branch research facilities in Tsukuba 
to take advantage of equipment and work of institutes ope- 
rated under the aegis of the Ministry of Construction, The 
Public Works Institute, for example, established in 1922 
and moved to Tsukuba in 1979, conducts extensive re- 
search in structural and other engineering, waste-water 
treatment and soil mechanics. The Building Research Insti- 
tute conducts vital research into the effects on high-rise 
structures of earthquakes, fire and typhoons. As with other 
Tsukuba laboratories, this institute's work is not limited to 
Japanese participation. Since 1963 it has operated a train- 
ing programme in earthquake engineering in cooperation 
with the United Nations Development Programme. And in 
1980 the institute undertook a joint project with the US 
National Science Foundation to develop earthquake-resis- 
tant building designs. 

In other fields as well, research achievements at Tsukuba 
laboratories are evoking interest around the world. Close to 
10,000 foreigners visit the city's various research institutes 


" each year and some 500 foreign scholars and technicians 


from 50 countries currently conduct research in Tsukuba. 
As Japanese basic research has grown steadily in impor- 
tance, so this flow has been growing. International interest 
widened rapidly in the run-up to the 17 March opening of 
Tsukuba Expo '85. 

Its general theme of Dwellings and Surroundings — Sci- 
ence and Technology for Man at Home was chosen to pro- 
vide the context for reassessment of science and technol- 


“ogy, stressing the growth of Japan as a leader in industrial 
technology for civilian, as opposed to military, purposes. It 


also makes the point that the time has come to re-evaluate 
and reappraise Western-type science and technology, with 
its emphasis on specialisation and division, an approach in 
which the Japanese perceive limitations. 

Those concerned with the success of the Tsukuba experi- 
ment and the welfare of Ibaraki Prefecture see Science 
Expo as a means of developing the region in much the same 
way the 1964 Olympiad contributed to the rebuilding of 
Tokyo two decades earlier. Added to the far-reaching edu- 
cational benefits of the exposition, the contribution it will 
make to the development of Tsukuba as a city goes far to 
justify the expenditure of some ¥200 billion (US$763 mil- 
lion) on the project by the national government, Ibaraki 
prefecture and private industry. 

The land purchased by Ibaraki prefecture for the Expo 
site will, it is planned, be used subsequently for the deve- 
lopment of an industrial park and à 
museum complex contiguous with and 
supporting the development of the sci- 
ence city. Facilities such as the Multilin- 
gual Orientation System for Tsukuba, or 
Most, developed for the government's 
Tsukuba Expo Centre, is also conceived 
as a central facility for international ex- 


Whether Expo '85 makes or loses 
money, chances are good that it will 
achieve most of its intended immediate 


Officer Tetsuzo Kawamoto confidently 
predicted, "both in research facilities 
and our living environment — towards 
eventual completion of a unique centre of 
knowledge." It must be rated as certain 
that Expo '85 will contribute substan- 
tially to the momentum of that develop- 
ment, and in the process, it is hoped, pro- 
vide the world with a clearer vision of the 
creative potential of the Japanese in ad- 
vancing the future frontiers of science 
and technology. 
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little 
fact and a lot of 
science-fantasy 


By Bruce Roscoe in Tokyo 
T sukuba's Expo 85, even before its opening, appeared 





to have fallen prey to the ambitions of its over- 

zealous promoters and advertisers. It is in real 
danger of becoming that movie everyone told you to see: 
once you go, you admit some parts were good, but it never 
met your expectations. In the case of Tsukuba, visitors ex- 
pecting to be knocked out by Japan's scientific and 
technological prowess are more likely to be knocked over 
by hordes of children for whom many of the corporate Ja- 
panese exposition programmes have obviously been de- 
signed. 

Between now and September, the organisers are expect- 
ing 20 million Japan- 
ese and 1.2 million 
foreigners to attend — 
and it has evidently 
been decided that the 
central attraction 
must be amusement. 
This is not to say that 
there is nothing of 
scientific or tech- 
nological interest on 
view. There are many 
fascinating exhibits, 
undoubtedly the best 
of which are sponsor- 
ed by the Japanese 
Government. But in 
total the Expo must be 
seen as a Disneyland- 
inspired exploration 
of fantasies. 

To the extent that 
man strives through 
his mastery of science 
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and technology to realise his fantasies, the shows bear some 
relation to the Tsukuba science theme. Missing, however, 
are solid examples of Japanese scientific or technological 
hardware that may contribute to transforming the dreams 
into reality. Private Japanese contributions to the Expo 
provide, above all, a high quality of family entertainment. 
Many of the shows — and they are shows — feature nothing 
more than enlarged videos of friendly toy-like robots and 
other technological wonders of that ilk. 

Electronically synthesised music accompanies the 
joyrides through Japan's view of the futuristic delights that 
await us all. There are a lot of flashing lights. And there isa 
boring sameness from exhibition to exhibition: whether 
you are viewing the Mitsubishi Pavilion, the Mitsui Water 
Theatre or magnetic tape-maker TDK's effort, the over- 
whelming impression is that a single public-relations com- 
pany working in tandem with a film-production unit has 
won all the major show contracts and taken little care to 
vary the packaging. 

Mitsubishi Corp., has, in fact, used the same style of 
exhibit that it put on at Expo '70 in Osaka, and yet again at 
the Okinawa Expo in 1975. Such is the rate of technological 
change. Visitors squat in a roller-coaster car (Mitsubishi 
calls the vehicle “motion controlled car Mitsubishi 21") that 
takes them on a 10-minute trip through "time and space" 
which somehow is supposed to relate to a 21st century 
theme of "Wonderful 
World, Beautiful Peo- 
ple," but is in fact 
merely a series of wall 
screens and models 
depicting an artist's 
impression of under- 
sea and space colonies. 
From the world's 
largest trading com- 
pany, which at this 
moment is diversify- 
ing into high-technol- 
ogy fields, one would 
expect a little more 
technology. 

Mitsui does not do 
much better, though it 
ES c CS has taken the trouble 
TES L| tocomeup with a story 

v AT NUS. Sat line. It is virtually im- 
possible to follow the 
story via the screens 
and mid-air images 
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but a textis provided. Again, a roller-coaster car-like vehi- 
cle (called Skyder) ferries visitors from screen to screen, ex- 
cept that the Mitsui variety breaks up into three segments 
which rotate a quarter-circle on their tracks to enable visit- 
ors to watch the show head-on $ 

Mitsui tells visitors the story of Ken, a photographer who 
sets out on a wildlife assignment. He builds a noiseless, 
pedal-powered aircraft so as not to frighten the animals, 
and programmes a robot to do the pedalling. After taking 
pictures over a waterfall, Ken spots a skunk being swept 
down the river to the edge of the fall. As Ken rapidly drops 
altitude to catch the imperilled skunk, he falls out of the 
aircraft, landing on a tree branch fortuitously overhanging 
the falls. 

The “scientific” question all this poses: can a robot which 
has been programmed only to pedal rescue a man and a 
skunk? The answer: Yes, but only if all visitors blow in un- 
ison the plastic whistles given to them at the gate, some- 
thing like the audience at a children's pantomime. Then, 
miraculously, as the branch is about to snap, the robot 
comes to the rescue, saving Ken and the skunk, which it re- 
turns to its mother 

Invariably, the underlying message of such shows is that 
technology is a friend. Robots love people and deeply ap- 
preciate nature. Computers are here to help us. In the ab- 
sence of many concrete exhibits of technological marvels, 
one is forced to ponder a deeper meaning in the chosen 
themes. Perhaps it is all a cunning attempt by vested indus- 
trial interests to reassure us that we have everything to gain 
as ever-friendly machines coax us into accepting their sub- 
stitution for ourselves. 

mong the more scientifically oriented attractions 158 
Japan Air Lines' HSST (High-Speed Surface Trans- 
port) vehicle. Under development since 1971, the 
vehicle uses magnetic levitation to lift it 1 em off the track, 
and is propelled by a linear motor system. The HSST-Expo 
'85 silently floats visitors along a 350-m track at 30 km/h 
though it is capable of speeds of up to 300 km/h 

And the Japanese Government's theme pavilion saves the 
show from corporate frivolity. Here are some truly intrigue 
ing exhibits. From hydroponically grown tomatoes (some 
vegetables can now be factory-produced) to a quadrupedal 
robot which climbs and descends stairs, the broad range of 
exhibits bears some witness to indigenous Japanest 
technological capability. Among other 


interesting exhibits are the Shinkai 2000 
research submarine, which surveys the 
seabed for mineral deposits | a solar- 


ray transmission system. À somewhat 
cumbersome bipedal robot which, after a 
fashion, manages to walk, tellingly dem- 
onstrates how difficult it still is for 
machines to master this most basic of 
human functions. The robot on keyboards 
is infinitely more successful at what he 
does 

At the exit to the theme pavilion there 
is a remarkable collection of primary- 
school pupils' paintings — each bubbling 
over with imaginative, creative and indi- 
vidual spirit. One wonders what soren- 
tific and technological breakthroughs 
Japan would be able to boast at Tuture 
Expos if only such talent were allowed to 
survive an education and employment 
system that demands total submission ! 
authority and rewards conformity to se! 
modes of thinking and behaviout 

Getting to Tsukuba is half the fur 
Most official information suggest 
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hour from Tokyo is enough. Three hours is more accurate, 
given the time taken first to get to Ueno Station from 
which Joban Line trains depart, and also the fact that there 
may be a wait of up to an hour at Ueno Station to catch a 
train that goes through to the specially built Expo Station. 
Thfre is then a 30-minute bus ride to the sprawling 102-ha 
site. 

Even before the Expo opened to the public, there was 
standing-room only on the trains and traffic was snarled 
between the site and Tsuchiura Station, which was in use 
before the Expo Station opened. The trains can only be- 
come more crowded, the roads more jammed. There are 
more than 45 pavilions to explore which means that, con- 


- sidering travel time, at least three full days are needed to 


appreciate the scope of the Expo — and there is a pitiful 


: - shortage of hotel rooms. Even in neighbouring towns such 
__ as Tsuchiura, comfortable hotels have been block-booked 


by Japanese travel agents for months in advance. There is 
also a shortage of taxis, toilets and telephones. 

It is for reasons such as these that the entire Tskuba area 
has not developed at the pace Japanese Government plan- 
ners set. The population of the Tsukuba science and 
academic towns (which actually are towns only in name) 
this year was officially predicted to reach 200,000 but it is 
still hovering at around 140,000. An additional 60,000 are 
expected to settle in the area by 1990. But some local ad- 
ministrators doubt that the area will grow so fast. Owning a 


-— Carisa must because of the poor transport services, and ris- 
— ing land prices are preventing professors and researchers 


from uprooting from Tokyo, though many say they would 
like to make the move. 
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nieces Most ipa it and university staff pus do not 
commute from Tokyo reside in drab dormitories that are 
little better than student accommodation. 

And the population of adjacent towns is standing still. 
Disappointed officials in Tsuchiura (pop. 119,088) had ex- 
pected that the various Tsukuba projects would give their 
town a shot in the arm. While they concede local businesses 
have won many construction and related service contracts 
— the result of a local priority rule made by the five towns 
and one village which jointly administer the area — popu- 
lation in the past year has grown by only about 1,500, which 
is regarded as a natural rate of increase. Some local retail- 
ers fear the opening in the academic town this month of the 
giant Seibu and Jusco department stores, with the Daiei 
chain next in line, will diminish their sales by as much as 
20%. 

Just as the Tsukuba academic and science towns are not 
towns, they exude no atmosphere of township. There is a 
sterile, spiritless feeling. The striking irony of the entire 
complex is that, as conducive as the quiet, rural setting may 
be to research and study, the residents’ quality of life is 
plainly sacrificed in the name of achieving scientific and 
technological progress which is supposed to make life more 
comfortable. 

Tsukuba's environmental problems, however, may well 
be short-term. The arrival on the scene of leading depart- 
ment stores is a certain indication that the area has the po- 
tential to attract a broader range of amenities. And the con- 
cept of Tsukuba as an epoch-making amalgamation of Ja- 
pan's scientific research efforts is too young to be dismissed 
out of hand. For Tsukuba is something like a gigantic egg 
under incubation. It is not expected to hatch until some 
time in the next century and until it does, the debate will 
continue on the likely capabilities of the creature inside. D 





Fusion brings about an explosion 


By Charles Smith in Tokyo 


hatever else it may have been designed to do, the 
W ikuna Science Expo '85 is certainly meant to 


symbolise Japan's aspiration to be a world leader in 
high technology. That being so, it is remarkable to discover 
how many people inside the country (as well as abroad) 
continue to question the real achievements of the Japanese 
as innovators. Japan's flair for borrowing and improving 
on ideas developed in the West has never been in doubt, but 
most lists of the key scientific "breakthroughs" that have 
occurred in the world since World War II attribute only a 
handful to Japanese laboratories or research workers. 
This raises a number of questions about Japan and about 


— the nature of technological innovation — apart from the 
2; obvious but futile query: are Japanese people inherently 
3 badat inventing or discovering things? One issue which has 


being widely discussed in Japan concerns the relationship 
- between the country's educational system and the quality 


Stor motivation) of scientific and technical research. 


Another key issue is how to define innovation. Some Japan- 
ese commentators have suggested that Japan only appears 
to bea “non-innovative” nation because people in the West 
have excluded from their notion of innovation the fields in 
which Japan is most highly creative. 

A specialist on science policy at Saitama University, 
Prof. Fumio Kodama, believes that the “creative fusion” of 
existing technologies (such as electronics and mechanics, 
or food-processing, pharmaceuticals and industrial chemi- 
cals) has become more important to technological progress 
than the invention of radically new products involving only 
one technology (such as the transistor). Kodama claims 


that the Japanese are the world’s most creative people 
when it comes to the fusing of technologies, citing the 
emergence in the mid-1970s of the hybrid technology 
known as "mechatronics," which includes products such as 
home video-tape recorders, small, numerically controlled 
(NC) machine tools and robots — all of which either origi- 
nated in Japan or are now produced most competitively by 
Japanese companies. 

In each case, Kodama says, Japan was able to make a 
technological leap forward by coordinating research-and- 
development (R & D) efforts in different industries. In the 
case of NC machine tools, he cites simultaneous work by 
Fujitsu Fanuc on the development of control systems and 
by the ball-bearing manufac- 
turer, Nippon Seiko, of the “ball 
screw” (a screw which incorpo- 
rates ball bearings in its thread) 
as the key innovations. A third ele- 
ment was the use of Teflon, which 
is painted on the sliding bed 
of NC machine tools to allow 
smooth running at very slow 
speeds. 

Good company-to-company re- 
lations are a condition for suc- 
cess in technology fusion, accord- 
ing to Kodama. Still more im- 
portant is R & D diversifica- 
tion within the same organi- 
sation. Kodama claims that high- 
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RESEARCHED, FASTEST AIR- 
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MILD SEVEN is Japan's best sell 
the world's top-selling charcoal filter cigarette. 
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Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 





PEUGEOT 








The Beauty 
& 
The Best 


An the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
Ment is 4. producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
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ly innovative Japanese companies es often spend a lar 
portion of research funds outside what is norm: y 
garded as their main field of manufacturing BAIE. 
Investment in engineering R & D by a chemicals com- 
pany or in new-materials research by an electronics pro- 
ducer would be classified as “cross investment” for the 
purposes of Kodama's theory. The extremely detailed 
statistics published by the Japanese Government on in- 
dustrial research make it easy to measure this pheno- 
menon. 

Kodama's analysis of the figures suggests that the most 
creative Japanese industries are electrical machinery, 
communications and electronics and (surpri- 
singly) textiles, whereas the least creative in- 
clude steel and motor vehicles. Investigations 
of R & D investment in West Germany, for 
example, show a far weaker tendency for com- 
panies to invest outside their own backyards 
as well as clear divisions between research in- 
stitutions along conventional lines. This could 
explain why West Germany lags behind Japan 
in devising ways to combine integrated cir- 
cuits with traditional mechanical-engineer- 
ing products such as machine tools. 

As a footnote to his thesis on technological 
fusion, Kodama mentions the role played in 
getting different 
industries to 
work together by 
Japan's Ministry 
of International 
Trade and Indus- 
try (Miti). Until 
1971, Miti was 
attempting to 
promote R & D 
efforts in the 
electronics and 
machinery in- 
dustries | under 
two separate sets 
of legislation 
which meant 
that, by and 
large, there was 
no coordination 
between loans 
made available 
at low interest 
rates to com- 
panies in these 
two industries by 
the government- 
owned Japan De- 
velopment Bank. 






After 1971 the machinery and elec- 
tronics laws were merged into a single piece of legis- 
lation covering both sectors. In 1978, the law was further 
broadened to include the newly identified “information” 
sector. 


hether or not it is correct to identify fusion as 
W: key variety of technological innovation today, 

the fact remains that Japan has, at least un- 
til recently, focused far more on acquiring and adapt- 
ing Western techniques than on attempting. basic 
technological breakthroughs of its own. For Shoji Tanaka, 
professor of applied physics at Tokyo University, this is 
now becoming a serious problem — though neither Tanaka 
nor any other serious observer of Japanese performance 
in the field of science and technology would concede 
that the Japanese are inherently lacking in creati- 
vity. 

Tanaka says that Japan became aware abruptly of the 
limitations to Western technology and of the need to strike 
out on its own at around the time of the first oil shock in 
1973-74. But the notion that Japan néeds to start contribut- 
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Tanaka; industrial robot at work: some are more creative than others. 


'ECHNOLOGIC AL JAPA! N 


ing to, as well as drawing out of, the global fund of scien- 
tific ideas has yet to produce the results that might be ex- 
pected from such a numerous and talented people, he con- 
cedes. This is partly because of institutional or cultural 
barriers erected during the past 100 years, when the accent 
was on borrowing and adapting from the West, rather than 
on trying to go it alone. Among the major barriers, Tanaka 
cites the Japanese education system; he feelsit 
is too rigid to permit the emergence of the 
“peculiar” people who often give birth to the 
most original scientific or technical ideas. 


British physicist who invented the Josephson 
junction as an undergraduate at Cambridge im 
the late 1950s, would certainly have dropped 
out of his course if he had been a student at 
Tokyo University 
highly original thinkers are not to be found 


case that many Japanese physicists distims 


more in research 


laboratories Over 


my students have 
won remarkable 
reputations for 
themselves in 
the United States. 
But, somehow, 
when they come 
home they seem 
to turn back into 
ordinary peo- 
ple,” Tanaka 
commented. 
Tanaka 
that it is normal 
for the best stu- 
dents of Japan- 
ese engineering or 
science faculties 
to join the larger 
companies — 
where their work 
is likely to be 


FINANCIAL TIMES 


more commercially oriented than if they had entered a uni- 


versity research laboratory. During the past few years, a 
few Tokyo University graduates have begun to join small 
companies in order to escape from the "stratified" atmos- 
phere of big companies, Tanaka says, but this is still a 
minority trend. 

Information about what goes on inside the research 
laboratories of big Japanese companies is not widely avail- 
able outside Japan since relatively few people who work in 
such institutions ever leave them to work overseas. Accord- 
ing to one first-hand source which the REVIEW was able to 
contact, however, both the sense of dedication and the des 
gree of organisation to be found in Japanese industrial 
laboratories is far greater than in the West 

"Nine to five" workers are almost unknown in the R & D 
facilities of big Japanese companies (whereas European re- 
search laboratories normally include at least a percentage 
of workers who are merely "selling their time" to the com- 
pany), this source noted. The extent to whichinformation is 
collected and disseminated in a Japanese R & D laboratory 
also compares favourably with the West. The central re- 
search laboratory of one major company, for example, 
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This does not mean that 


guish themselves: 


says 





Tanaka says that Prof. Brian Josephson, the 


among engineering and science students atJa= ~ 
panese universities. But it does seem to be the 3 


seas than they) 
do in those at 
home. “Some of 
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a series of weekly information meetings for different 
ns at which newly published papers and work being 
by other companies in related fields are reported in 
il. On the other hand, individual freedom is said to be 
and opportunities to “experiment at random” are al- 
“non-existent. 

arch workers in Western R & D facilities, who at the 
might find themselves in charge of their own small 
ns or might be working individually, are likely to be 
dinate members of project teams in Japan, with no 
ectation of responsibility over others before the age of 















ratories puts a premium on not making mistakes, ac- 
ing to the same source — or atleast on the avoidance of 
by | R & D workers who arestill young enough to be 





ng point about the approach of Japanese com- 
-& D work appears to be the lack of “class dis- 
n" between graduate engineers or scientists and re- 





ronics company such as Hitachi or NEC, nearly all 
rs are likely to be university graduates, with the 
atresearchers operate machines and obtain test re- 
emselves, rather than delegating "dirty work" to 











ironing out practical snags and making minute im- 
to processes that have been thought out by 
Once again, however, this situation could have 
| to do with the amount of creativity found in 


' spirit of uniformity is one major obstacle to techni- 
ovation the outdated institutional framework which 















harles Smith in Tokyo 


onsidering Japan's reputation as an up-and-coming 
, centre for high technology, it is surprising that it 
runs a heavier deficit on its technology trade (in 
'ords on imports and exports of know-how) than any 
ation. In fiscal 1983, payments for technology im- 
eported by Japanese companies to the Bank of Japan 
ie central bank) totalled €470.7 billion (US$1.8 mil- 
hereas bigis for UE were ¥135.1 billion. The 


s Locus dima record asa a technology trader 
ght seem to support the claim that it is a basically non- 
10vative nation dependent on the bright ideas of others. 
truth, however, is more complex. First, the figures for 










vell as new contracts. Isolating the new contracts from the 
eneral run of technology trade is difficult but a survey of 





e hierarchical structure of Japanese R & D. 


issistants. In the central research laboratories of a- 


This probably helps to explain the Japanese 


ents and receipts reported to the BoJ cover licensing. 
agreements which have been in force for many years, as | 


prevented from a undertaking pede je worl for i in- 
dividual private companies. — 

The tendency for Japanese companies to contract out 
R & D work on a massive scale to US universities and re- 
search institutes appears to bea direct result of this system 
and is clearly very galling to Japanese universities, which 
feel they should be getting the business. According to one 
academic source, the amount of research funding flowing 
from Japanese private industry into US research institu- 
tions such as the Massachussets Institute of Technology is 
now roughly equal to the entire Ministry of Education 
budget for the project funding of the engineering and 
science faculties of state universities. 

The obstacles that stand in the way of stimulating 
creativity in Japan obviously do not mean that Japan's 
competitors can sit back and forget about the challenge 
they face from Japanese industry. Rather, they seem to 
mean that what the Japanese have done so far in the field of 
science and technology is nothing to what they ought to be 
able to achieve once they solve some of their institutional 
and organisational problems. Western nations which sold 
Japan the know-how with which to launch its post-war 
economic renaissance have a clear interest in seeing the Ja- 
panese start to produce original ideas of their own — which 
the West in turn can then borrow owever, they also need 
to stay abreast of Japanese develo its 

The need to stay awake is one reason an dücréBsing 
number of big foreign multinationals, including Imperial 
Chemical Industries, the British chemicals giant; Siemens 
of West Germany, and Texas Instruments of the US, are 
now thinking of building their own research laboratories 
on Japanese soil. s 









more than 10,000- companies. Carried out. by the Prime 
Minister's Office suggests that the country is comfortably 
in the black in this sector. 

. . In 1983, companies covered by the survey signed ¥74.9 
billion worth of contracts for: the export of new technology, 



























Value of ¥42. 4 billion. This gave Japan an import- coverage 

-ratio of 1.77 on new technology — a figure which almost 
certainly exceeds that of most Ei ropean countries. But this 
picture itself needs to be qualified, since the survey 
excludes the service sector, in which Japan has been à very 
major net importer of know-ho: V in recent years (in fields 
such as Western-style restaurant chains). Because services . 
are omitted, the overall import coverage ratio shown by the 
survey looks substantially better — at 0.86 — than the 
coverage shown by the BoJ figures. This, however, does not 
alter the conclusion that in the manufacturing sector alone 
Japan is now exporting substantially more know-how than 
it is importing. 

A final point about Japan's performance as a high-tech- 
nology trader concerns what is sometimes called the "tech- 
nology clearing house" phenomenon. This refers to the fact 
that, whereas Japan is still heavily in the red on its trade 
with the US (whichever way the figures. are analysed), it 
more than makes up for this by its exports of technology to 
other regions — notably the newly industrialising coun- 
tries (NICs) of East and Southeast Asia. 

Figures for the regional balance in technology trade ex- 
tracted from the Prime Minister's Office survey show a de- 
ficit in 1983 with the US (in both old and new technology) 
of €134 billion, offset by a surplus of ¥143 billion with 

Asia, Africa and other developing areas of the world. The 
third element in the picture was a fairly modest 47.4 bil- 
lion deficit with Western Europe. The technology exported 
by p to East Asian NICs clearly includes improved or 
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up to a basic question 


apan’s contribution to basic scien- 

tific research and innovation is a 
subject of intense debate inside the 
country — among scientists, scholars 
and bureaucrats. It forms the main 
theme of the latest white paper is- 
sued by the national Science and 
Technology Agency (STA), the gov- 
ernment department which attempts 
to coordinate research in both the 
public and private sectors. 

The STA says that Japanese indus- 
try is now “ahead of the West” in 
some areas of applied research but 
Japanese efforts in basic research 
“cannot be said to have reached an 
advanced level by international 
standards.” To support its view, the 
STA says that papers published by 
Japanese reseachers in fields ranging 
from computers to new materials and 
biotechnology number between one- 
fifth and one-tenth of those pub- 
lished in the United States. 

Japan’s spending on basic research 
increased from a mere ¥170 billion 
(US$649 million) in 1967 to ¥858 
billion in 1982. But the ratio of basic 


research spending to total investment | 


filter 


through which West- 
em know-how has 


found its way to other 


parts of the East 
Asian region 

A breakdown by 
industry of the new 
technology imported 
by Japan in the past 
few years makes it 
clear that the accent 
has been overwhelm- 
ingly on the electro- 
nics sectors and 


R & D EXPENDITURE 


% invested 
outside main 
product field 


(¥ billion) 


Textiles 

Electrical machinery 
Fabricated metals 
Oil and paints 


Electronics 
Ceramics 
Non-ferrous metals 
Precision equipment 
General machinery 
Steel 

Chemicals 

Motor vehicles 


Note: Figures refer to 1982 





in research and development (R & D) 
declined over the same period from 


| 28.2% to 14.6%. 


Compared with major European 
countries such as West Germany, 
France and Britain, Japan would ap- 
pear to be spending quite heavily on 
basic research in absolute terms 
(West German spending in 1981, for 
example, is estimated by the STA at 
the equivalent of ¥713 billion). How- 
ever, all these three devote a larger 


share of their total R & D budgets to 
the basic sector than Japan has done 
recently. 

US investment in basic research 
jumped sharply from the equivalent of 
¥ 1.487 trillion in 1977 to ¥2.463 tril- 
lion in 1982, the STA says, and is thus 
roughly triple that of Japan. How- 
ever, until around 1970, American in- 
vestment in basic research exceefed 
that of Japan by a ratio of about 10 
to one. 

The STA defines basic research as 
research which is not directed to- 
wards a specific application. It im- 
plies that Japanese researchers have 
difficulty focusing their efforts in 
this field, but is also critical of the 
level of cooperation (or lack of it) be- 
tween industry and the academic sec- 
tor. In Japan, as in most other coun- 
tries, universities and government re- 
search institutes are responsible for 
the bulk of basic research, but indus- 
try's share of this type of R & D is now 
rising. 

The STA concludes its survey by 
saying that a long time may be needed 
to put Japan's basic-research capa- 
bility on a par with that of the US. 
One of the most important steps in 
this direction will be the training of 
scholars to match the “overwhelming 
resources" available in the US. 

— CHARLES SMITH 








of computer software, 


While Japan's po- 
sition as an importer 
or exporter of hi tech 
still looks vulnerable 
in some respects, its 
position as a trader 
in hi-tech products 
is overwhelmingly 
strong. According to 
a recent survey by the 
OECD, the indus- 
trialised nations' or- 
ganisation, the share 
of hi-tech products 


within electronics on 
computer software 
According to a survey 
by the Science and 
Technology Agency 
(which has the legal 
right to vet all tech- 
nology-import appli- 
cations), software ac- 
counted for 192 out of 
a total of 221 cases of technology imports by the computer 
industry in 1981 and for 409 cases out of 484 in 1983. 


in Japan's total im- 
ports of manufac- 
tured goods fell from 
17.6. % to 14.8% De- 
tween 1970 and 1980 
while the contribu- 
tion of hi-tech in- 
dustries to Japan's 
exports in 1980 was 
24.3% remark- 
ably close to the 26.4% claimed for US hi-tech exports 
and far above the depressingly low European figure of 
14.5%. 

Commenting on its findings, the OECD said that coum 
tries which boast a high percentage of hi-tech exports are 
normally those which spend most on research and develop- 
ment (R & D). The exception is Japan — which matehes US 
trade performance yet devotes half as much of its gross na- 
tional product to R & D as does the US. The moral would 
seem to be that Japan has a lot to teach the rest of the world 
about converting scientific knowledge into salable pro- 
ducts. o 


Po~- ^e 





» af 


Jack Kilby, American inventor of the first IC: technology flows in several directions. 


items as the MS-DOS operating system for personal 

computers (purchased from Microsoft of the US in 
1983), emphasises the point that Japan's main technology 
weakness is in what might be called the non-hardware sec- 
tor. Cases of technology imports in other hi-tech industries 
such as integrated circuits, nuclear power and even 
biotechnology showed relatively little change between 
1981 and 1983, thus further highlighting the importance 


jd he software import boom, which included such major 
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By Terry Trucco in Tokyo 


apanese department stores have 


long been more than just sales em- 
poriums. For decades they have sub- 
scribed to the belief that entertain- 
ment and culture draw crowds as read- 
ily as a winter white sale. More than 70 
years ago Tokyo's Shirokiya Depart- 
ment Store caused a stir — and en- 
deared itself to the masses — by install- 
ing a games room and exhibition gal- 


lery. Department stores have been | 


scrambling to outdo themselves ever 
since. 

Even so, the new Seibu department 
store in Tokyo's Ginza district came as 
ashock. It has a typically vague Japan- 
ese slogan — “Mind Theater” — a dis- 
tinct high-technology style and bills it- 
self not as a store but as an “informa- 
tion centre.” Rarely has an attempt to 
regale the customer and create a store- 
wide atmosphere been so exhaustive or 
overpowering. Seibu is a forest of 
screens — 177 in all — beaming rock 
music videos, advertisements or "pro- 
duct information," as the store calls 
them, as well as so-called atmospheric 
images: falling leaves, breaking waves 
and sunsets. These images confront the 
shoppers everywhere — inside lifts, at 
the top of escalators, even in merchan- 
dise display cases. 

Decor is appropriately hi-tech, too, 
with muted lights, hard-wood floors 
and a predominance of gold and royal 
blue, colours seldom seen in Japan's 
old-style, chandeliered department 
stores. 

What makes the new store so startl- 
ing, however, is its marketing strategy. 
Most Japanese department stores offer 
something for everyone, admittedly a 
policy which has resulted in vast 
warehouses where only those outfitted 
with maps and walking shoes survive. 
Unlike Seibu's other branches, which 
exert a comfortable blend of the trendy 
and the family-minded, Ginza Seibu is 
aiming squarely at young shoppers, the 
post-war generations who marketing 
surveys all say are the best consumers 
Japan has ever raised. 

Its clothes are high fashion, its fur- 
nishings modish. Even its food floor, 
usually a bastion of consumer democ- 
racy, has distinct baby boom preten- 
sions with its army of wines, coffee 
beans and homemade pastas. Thereisa 
huge area for industrial arts, but no 


A new so cpm 
in-store — at the 
Ginza s Mind Theatre 
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kimono floor. The 
store sells aero- 
bics wear, horse- 
back riding togs 
and anything preppy designed by 
Ralph Lauren, but older shoppers 
will look hard for a sensible winter 
coat. 

The new Seibu is so different from 
other major department stores that its 
success or failure will doubtlessly ef- 
fect marketing here in the future. AI- 





| ready Tokyo stores courting the young 


have installed banks of video screens, 


WILDLIFE 


Seibu department store: new-wave shopping. 


sometimes quite 
artlessly due to 
the haste of the 
endeavour. But 
such cosmetic 
touches are re- 
latively risk- 
free. Seibu has 
much more rid- 
ing on its “mind 
theater." 

What they are 
betting on is that 
younger shop- 
pers want de- 
partment stores 
to offer other 
things besides carry-out goods. The 
new Seibu has an entire floor de- 
voted to so-called customer services 
— shoppers can plan a vacation, pur- 
chase life assurance, dabble in the 
stockmarket or order concert tickets. 
They can procure small loans or rent 
video-tape recorders. A number of de- 
partment stores have moved gradually 
into this area, patterned loosely after 
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SHOCKING TIMES FOR TIGERS 


By Bunny Suraiya in Calcutta 


L ike a bronze and black thunderbolt 
the man-eater springs on the soli- 
tary figure, the great teeth closing 
through coarse cloth where the neck 
meets the shoulder. There is a flash as 
a fuse blows and with a startled roar 
the tiger recoils and streaks away 
through the undergrowth, literally 
shocked by the defence mechanism of 
its "human" prey. 

This bizarre confrontation has 
taken place on a number of occasions 
in the heart of the Sunderbans, the 
4,000 km? of marshy forests cloaking 
the delta where the Ganga and the 
Brahmaputra debouch into the Bay 
of Bengal. Local forest officials have 
created life-sized human dummies 
wired to 12-volt automotive batteries 
in an effort to discourage the tigers — 
over the past 20 years said to have 
claimed some 800 victims among the 
farmers, fisherfolk and honey col- 
lectors who inhabit the region. While 
it is still too early to tell whether such 
shock tactics will prove an effective 
deterrent, conservationists in other 
parts of the world are watching the 
Sunderbans experiment with in- 
terest. 

Sunderban means Beautiful Forest 
and the area — along with the Florida 
Everglades, one of the last mangrove 
swamps in the world — presents a 
case study of the complex problems 
of conservation in the Third World. 


The region was chosen as one of the 
sites for Project Tiger, the scheme 
launched in 1973 in India with the aid 
of the World Wildlife Fund, to protect 
an endangered species whose num- 
bers had dwindled from some 40,000 
at the turn of the century to less than 
2,000. Project Tiger proved a success 
in all nine reserves in the country 
selected, with the Sunderbans re- 
cording the highest growth rate, from 
50 in 1973 to between 300 and 600 
now, giving the region the largest 
tiger population in the world. 

However, some feel the scheme has 
worked too well, exposing the area’s 
human inhabitants to dangerous pro- 
ximity with a growing number of car- 
nivores dependent on a decreasing 
stock of their natural prey. The situa- 
tion led to a high incidence of man- 
eating, and according to one estimate 
some 90% of the tigers in the region 
are actual or potential killers. Ac- 
cording to one theory the salinity of 
the water might partly account for 
the unusually aggressive behaviour 
of the animals. It has been noticed 
that the incidence of attacks in- 
creases during periods of peak salin- 
ity in the waterways and a number of 
rain tanks have been dug to provide 
the animals with a healthier supply of 
water. 

The problem is compounded by the 
fact that poor farming conditions 
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the United States giant full-service re- 
tailer Sears, but Seibu is among the 
first to initiate this on such a grand 
scale and pitch it to a specific audi- 
ence. 

The store is designed to enter- 
tain, but not necessarily keep the 
customer there all day, the way older 
department stores have tried in the 
past. Many Japanese housewives now 
work, at least part-time, and Japan is 
so full of consumer goods that fewer 
people cruise department stores for the 
thrill of seeing what is on sale. The 
popularity of sports and other leisure 
activities is luring people elsewhere, 
too. 

The new store is designed for quick 
shopping. Background music is brisk: 
the sales pace is swift, There is no res- 
taurant floor or children's recreation 
room. Merchandise falls neatly into 
what some marketing specialists con- 


| 


tively cheap. After the two oil shocks 
jolted the economy, shoppers wanted | 
products that lasted longer and per- 
formed better, even if they cost more 


The third wave, that of the 
stressed individuality and personal 
taste. Customers supposedly do not 
want just quality goods, but self-en- 
richment as well. They are status con- 
scious in a new way: by taking up a 
costly but unusual sport, perhaps, re- 
decorating the house or patronising 
new fashion designers — little touches 
which display individual preferences 
without standing out too much. The 


| new customers, according to analysts 





also are willing to pay extra for con- 
venience. 


he old brand-name game is played 
differently, too. Market analvsts 
claim the Japanese are less label con- 
scious than they once were, but Seibu 
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staples of conventional brand-name 
appeal here. Instead, special boutiques 
for designers Issey Miyake, Yoji 
Yamamoto and Giorgio Armani are 
prominently displayed 

Seibu also indulges in wopulai 
local strain of snobbisn e prestige 
import. There is a boutique lothes 


by Kenzo, the Japanese-born designer 
who works in Paris. Kenzo creations 


wave. The economic boom of the 1960s 


sider Japan's third post-war retailing | is betting that its audience is simply 


brought a demand for quantity; money 
was relatively plentiful, goods rela- 


are no Burberry raincoats, Vuitton 





all precautions, the nameless terror 
of the forest strikes again, the inci- 
dent enhances the power of its dark 
legend. 

The government and Project Tiger 
officials have tried to lay the ghost of 
"Banbibi" through a number of mea- 
sures which have met with varying 
degrees of success. A proposed 
scheme to protect inhabited zones 
with electrified fencing had to be 
abandoned as there is no electricity in 
the area and because it was felt that 
even if this problem were overcome, 
such installations could prove a 
hazard to villagers and livestock. 


force many of the villagers to eke out 
an existence with the traditional oc- 
cupation of honey collecting, an ac- 
tivity which takes them deep into the 
forest following the flight of bees to 
their hives. The necessary incursions 
into the jaws of a very real danger 
have caused a unique, near mystical 
folklore to evolve around the honey 
collectors' dreaded adversary. 


T: tiger is attributed with super- 
natural powers that enable it to lo- 
cate its victim through a form of men- 
tal telepathy and it is considered 
taboo when entering the forest to 
think of the animal, which is never The authorities have been provid- 
named but referred to elliptically as | ing firecrackers to the local people to 
“Dakshin Ray,” “Narayani Ma,” „g Roa scare away marauding 
“Gazi Saheb” and “Banbibi” ee Nt animals. After an armed 
(goddess of the forest). Sha- | L guard was killed in 
manistic spells and charms - 1981, a fibre-glass out- 
are used for further pro- fit to protect the head, 
tection. When, despite neck and shoulders, the 
main targets of a tiger 
attack, was devised. 
Cumbersome and uncom- 
fortable in the hot and 
humid climate, such pro- 
l teetive wear 
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aware of a different set of labels. There 


handbags or Christian Dior neckties, | the biggest cor 


already sell all over Japan, made here 
from styles licensed from the designer. 
Seibu’s stock looks much like that of 
any Kenzo boutique here, except 
everything has been imported from 
France. It takes a true connoisseur to 
spot the difference, other than price, 
between the print Kenzo dress made in 
Japan (¥58,000 [US$22] and a 
French import of the almost same 
model (X 88,000) 

The post-war generations obviousts 
have more disposabl then then 
grandparents had qualms 
about spending it tokushin- 
kizoku, or unmarried aristocrats, are 

sumers. T! are the 


has not proved popular with either 
the guards or the villagers, who feel 
that its use calls into question the 
powers of the shamans. Despite their 
limitations, such measures have 
helped significantly — the rate of 
fatalities having come down from 
more than 50 a year some time ago to 
29 in 1982. It is hoped that the new 
scheme of electrified dummies will 
lead to a further marked reduction in 
attacks. 

In order to prove effective, the 
dummies must be as life-like as possi- 
ble and great care is taken in their 
making. Cast-off garments are used 
to ensure that the decoy has a human 
smell. A galvanised wire wrapped 
around the dummy connects to a con- 
cealed battery with a 240-volt out- 
put. The equipment is designed to ad- 
minister a sharp but not disabling 
shock, a fuse blowing when the cir- 
cuit is complete. 

So far there have been three report- 
ed instances of tigers taking the 
“human” bait, and one of the figures 
bearing the marks of an attack has 
been installed in a local museum to be 
studied by experts, and gazed at in 
awe by villagers. Whether or not the 
shock therapy will have a lasting ef- 
fect on the animals, its use appears 
to have acted as a salutary morale 
booster for the villagers. According 
to reports, 1984 recorded the highest 
honey-collection figure in the past 
seven years, indicating that more col- 
lectors were venturing deep into the 
forest. Modern technology might yet 
help exorcise the fearsome spectre of 
"Banbibi." 







































vel and fancy foot 
s young marrieds are spend- 
more abandon than their par- 
Their saving rate is still fairly 
but they have also discovered 
, something pre-war generations 
view with distaste. The Marui re- 
chain leads the nation’s credit 
eepstakes with 6.5 million card- 
ers, Seibu hopes to have 5 million 
holders by next year, and is ac- 
vely wooing the young. 

ndeed, most Japanese stores aretry- 
ng to attract credit shoppers these 
ays in preparation for what is known 
asthe "new media" — special two-way 
Screens and computers that would 
' customers to shop, bank and per- 
m a variety of other tasks without 
ving the home. Stores with cus- 
ier credit information on file will 
arly have an edge whenever this 
pment becomes a reality. 
Ine suspects that the new Seibu 
reisnot so much selling itself, as the 
ypping trends which its parent com- 
/ the huge privately held Seibu 
iling Group, thinks will be popu- 
n the future. Seibu no doubt be- 
s that if the Japanese public be- 
es accustomed to the idea of TV- 
en shopping it will take a special 
e to promote old-style retailing 
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Turning back the tide 


The Price of Affluence: Dilemmas of 
Contemporary Japan by Rokuro 
Hidaka. Kodansha International/ 
Harper & Row. US$14.95. 


Fo nearly five centuries, the artfully 
arranged rocks and neatly raked 
gravel of the garden at Roanji Temple 
near Kyoto, a kind of minimalist 
sculpture representing islands in the 
sea, have evoked a sense of serene 
meditation and inspired visitors to 
contemplate the nature of the physical 
world. Deceptively simple and stark in 
appearance, the site was laid out by a 
student of Zen Buddhism. It is a dis- 
ciplined environment, meticulously 
maintained, which also serves up a re- 
minder of Japan’s reputation for preci- 
sion and attention to detail. 

Today, some reflection of contempo- 
rary Japanese values can be found in 
the large, well-stocked and often 
sumptuous department stores of 
downtown Tokyo, those inviting tem- 
ples of the consumerism spurned by 
Japan's remarkable post-war econo- 
mic recovery. Here too, evident in the 





endless parade of fine goods, gracious 
customer service, and imaginative 
graphics and packaging design, are a 
basic concern for efficiency, quality 
and a job well done. Considering this 
Far Eastern rival's currently competi- 
tive position, United States Government 
and business leaders are finding it in- 
ceasingly worthwhile to examine the 
various factors which have contri- 
buted to Japan’s “economic miracle.” 
Materially wealthy, politically 
stable, culturally strong and economi- 
cally powerful, Japan today is an im- 
pressive testament to the hard work of 
a generation for whom "sacrifice of the 
self in service to the state” was a way of 
life, a generation which rebuilt the 
country from the ashes of war, But the 
rewards of this “all for one and one for 
all” diligence have not come cheaply. 
In fact, as sociologist Rokuro Hidaka 
argues in his book, it is the Japanese 
people themselves who have paid and 
continue to pay the highest price for 
their prosperity. Ironically, it is the 
countrv's traditional values, the real 
bedrock of Japan's rigidly structured, 









Tokyo Disneyland: E for spiritual survival. 


close-knit, group-oriented 


ities in personal relationships. 


In this collection of essays, Hidaka, a 
professor at Kyoto Seika University, 
reluctantly recognises the pleasure- 


tional unit through which demand is 
met is a purely economic one, the ser- 
vice company which is somewhat simi- 
lar to a Western domestic employment 
agency. The first was set up in De- 
cember 1983 in Peking. 
The initiative came from 
the Peking Municipal 
Women’s Federation and 
received support from 
the Municipal Party 
Committee. 

This company recruits 
unemployed youth, re- 
tired personnel and 
other idle labour from 
both the urban and 
nearby rural popula- 
tion. They receive some 
short-term practical 
training in child care, 
cooking, use of house- 
hold appliances, nurs- 
ing and such. They also 
receive ideological edu- 
cation to foster the cor- 
rect work ethic, as this 
type of work has a very 
low social status in 
China. 

The services provided 
include babysitting, 
caring for the old, cook- 
ing, washing, sewing 
and shopping and other 
chores. Personnel can be 
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society, 
which are responsible for some of the 
unfortunate side effects of its successes 
such as pollution, a creativity-stifling 
pressure to conform, political corrup- 
tion and an erosion of spiritual qual- 








Chinese amah: urbanised. 





| fuddy-duddy 


tic values of what 
he calls today's 
"age of econom- 
ism” and the 
casualties which 
have resulted 
from its pursuit 
of hi-tech happi- 
ness. Frustrated 
by students who 
believe that free- 
dom means hav- 
ing money and 
being able to 
buy things, and 
alarmed by a 
popular con- 
sciousness that 
has substituted 
self-indulgence 
for self-sacrifice, 
Hidaka is no 
rhetorically lamenting 
the passing of the good old days. In- 
stead, he calls for nothing less than a 
thorough assessment and, if necessary, 
drastic reformulation of Japan's basic 
social values, which, he finds, have be- 
come blurred and misdirected. He 
cites, for example, the hypocrisy and 
irony in the complaining of elders 
about irresponsible, unrestrained fun- 


FINANCIAL TIMES 


first, materialis- | seeking by young people 





| three 


in Japan 
today, when, for years, the advertising 
and policies put forward by these same 
business and government leaders have 
enthusiastically encouraged consumer 


spending and emulation of the West 
oday, some three-quarters of the 
Japanese live in cities of 30,000 oF 

more. For many, traditionally strong 


feelings of loyalty and membership are 
now focused on the companies for which 
they work rather than on hometown 
village communities. With the dimin- 


ishing importance of the land and an 
easily available, widely enjoyed har 
vest of consumer goods, there is little 
difference in the standard of living GF 
small-town and big-city Japanese. 
Japan is the Far Eastern country 
most often cited as the most " Westerns 
ised.” What this means, of course, ds 
that itis the most industrialised, and as 
Hidaka observes, this has led to an 
ever-greater emphasis on economie 
considerations. As he see it, the "aget 


economism" has brought forward 
fundamen Lz al issue S 
Firstly, for a « which has trad- 


itionally recogni deeply spiritual 


ountr^ y 


sed a 


significance in man's relation to the 
land, industrial pollution has come asa 
traumatic shock, and the bond be 


hired by the month, day or hour. In 
order to encourage people to do such 
work, the company has come to an 
agreement with the Municipal Labour 
Bureau whereby the youths employed 
still retain their rights to 
recruitment in other 
work (that is, in state 
and collective enter- 
prises), to enter the 
higher-education system 
and to enlist in the 
armed forces. The time 
worked for the service 
company can be trans- 
ferred to another job 
and must be taken into 
consideration in any 
future promotion. The 
company sets a uniform 
pay standard for its em- 
ployees. In its initial 
three months, 2,500 
households had asked 
for the company’s ser- 
vices and 460 personnel 
were employed. 

A breakdown of the 
occupations of more 
than 1,700 customers in- 
dicated that two-thirds 
are either workers or 
people working in the 
professions, and around 
30% are cadres. The 
major demand was for 





looking after children (59?5) and old or 

ill people (18%). This company clearly 

only provides a small percentage of 
Peking's household service personnel, 
as it is officially estimated that there 

are currently more than 30,000 maids 
working in Peking. Just how they were 

recruited is unclear, for around 60% 

come from rural areas in southeast | 

China. 

Even in the more relaxed atmos- 
phere prevailing nowadays, movement 
from the rural areas to China’s major 
cities is still stringently controlled. The - 
average age of these maids is m | 
lower than in pre-Cultural Revolution | j 
times with half being in the 16-20 age 
group. They are also much better edu- 
cated than before, many being middle 
school graduates. Given the extreme 
difficulties of rural dwellers in getting 
any sort of job in urban areas, espe- 
cially in Peking, a maid's job is a pre- 
stigious one for a young rural girl. 

Once acquired, there is always the 
chance of moving on to something bet- 
ter or marrying an urban dweller. At - 


the personal level, living in Peking, 
stere as it seems by Western € 







must be the unobtainable dr 
millions of young girls in the CI 
countryside, most of whom are des- 
tined to spend their lives in the same 
county they were born in, engaged in 
hard physical labour at work and at 
home. 
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| eo. over of farmland for the construc- 
— tion of Narita International Airport 
— outside Tokyo — against a determined 
3j "resistance by farmers and activists — 
. isan example of what some regard as a 
vs hameful violation of this historically 
sacred union with the land. 
Be Secondly, principles of mutual as- 
- sistance and community values are de- 
- teriorating as priorities and percep- 
: -tions are increasingly determined by 
ES concerns of profit and loss. 
—— Finally, economism has given rise to 
an obvious disparity between Japan 
and the developing countries, most 
ably Japan's Asian neighbours. This 
ds the hardest problem to solve, and 
E H idaka insists it must be addressed. 
, 2 » But he figures that, as long as passive 
itudes about political and industrial 
nisbehaviour prevails in Japan — one 
D th hat is in keeping with a traditionally 
DD blind deference to authority — no 
wi vide-scale response is likely to 
merge. The Japanese, he suggests, 
p refe to avoid confrontation, even 
o zhen conflict could be in their own 
best interest. Of course, this does not 
Y sean that, from time to time, individu- 
$a Is or interest groups have not broken 
| pt 1e mould of conformist opinion to ac- 
tually voice their objections. In a sensi- 
tive account, Hidaka lucidly describes 
“3 the decades-old tragedy of Minimata 
lisease an industrial poisoning 
= amed after its town of origin — and 
~ some recent corporate scandals which 
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—gree and provoked some measure of 

EB popular protest. He notes in the 
— end, the powers that be tend to win out, 
è _ eruptions of protest subside and peo- 
pee on complacently with their lives. 
y 

Ef idaka, who grew up in Japanese- 
-W B occupied China, finds that one kind 
po passivity begets another. For him, 
today’ s rampant, soulless con- 
'sumerism and the willingness to accept 
E products — "ready-made" culture, 
- education and livelihood — are the na- 
'al successors to the passive mental- 
B of the pre-war era, when a blind al- 
-legiance to the emperor was common. 
p He points out that, just as an unques- 
Honing acceptance of authority during 
Japan's earlier "reign of politics" led 
[ARE country to commit human-rights 
A iolatiBns at home and abroad, a con- 
sur ption-encouraging ` ‘reign of eco- 
— nomics” has now led its people to ac- 
——eept industrial pollution, political cor- 
ruption and other sins against society. 
p Hidaka suggests that, unless Japan's 
- . eonsumer society wakes up from this 
sort of complacency, environmental 
quality and spiritual health will cen- 
tinue to suffer. But he recognises that, 
as long as an "overwhelming majority 

.. put their private life first," shaking 
up the collective consciousness in an 
age of prosperity is no easy task. 

— EDWARD M. GOMEZ 
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— shook up public opinion to some de- | 
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ble’ strength of Islamic symbols. 
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Cousins in conflict 


Religion and Politics in Muslim Socie- 
ty. Order and Conflict in Pakistan by 
Akbar S. Ahmed. Cambridge University 
Press, 1983. £10.95 (US$1 1.75). 


hmed is one of Pakistan's most 

prominent anthropologists and 
perhaps the best known internation- 
ally for his series of books on the 
Pathan or Pakhtoon tribes that inhabit 
the North-West Frontier Province of 
Pakistan and Afghanistan. 

However, this book does not come up 
to his earlier work and the very title is 
misleading. The book is essentially an 
account of a little publicised revolt led 
by a mullah of the Wazir tribe against 
the tribe’s cousins and rival tribe, the 
Mahsuds. The revolt led to a collision 
with the government of former prime 
minister Zulfikar Ali Bhutto and the 
army had to step in to put an end to it. 

However, Ahmed hardly manages 
to use the issue in order to draw more 
general conclusions about religion, 
politics or tribalism as he promises in 
the title. The second half of the book 
deals with “the anthropologist as politi- 
cal agent and the political agent as an- 
thropologist," which is an account of 
his own experiences and again has lit- 
tle relation to the title. From this ac- 
count, one can safely draw the conclu- 
sion that the author does not suffer 
from modesty. 

"Mad Mullas" have been an essential 
part of Pakhtoon tribal history, espe- 
cially among the Wazirs and Mahsuds 
who live in the areas bordering Af- 
ghanistan and who are governed to this 
day by special administrators known 
as political agents and exist under dif- 
ferent sets of laws to the rest of Pakis- 
tan. Ahmed's account of the region 
during the British period, the Pakh- 
toon incursion into Kashmir in 1947 
which prompted the first Indo-Pakis- 
tani war, and the history of the "Great 
Game,” first with Tsarist and then rev- 
olutionary Russia make interesting 
reading. Similarly, the account of the 
mulla's rise to spiritual and political 
power in the area by manipulating 
superstitions, the code of honour, local 
politics and Islam among his tribesmen 
are well explained. 








However, the picture cannot becom- 
plete without some linkage to the im- 
portant political considerations. 
Bhutto was involved at the time in a 
long war in Baluchistan with Baluch 
nationalists and Pakhtoon 
nationalism was still a force to be 
reckoned with. Ahmed has never, in 
all his books, analysed Pakhtoon 
nationalism and its origins in the 
religious and tribal code of the Pakh- 
toons. 


— = 


lthough criticising the role of 

the romantic model of the political 
agent during the British days (immor- 
talised by Olaf Caroe), Ahmed himself 
tends to maintain it rather than study 
the effects of industrialisation, migra- 
tion and urbanisation on the Pakh- 
toons. His assumption that Pakhtoons 
will always remain Pakhtoons, no mat- 
ter where they are or what they are 
doing, does not take into account the 
very real dichotomy that all tribal 
societies face today. The "ideal type" 
which all tribesmen strive to attain is 
unobtainable in today's world as has 
been shown by a more incisive book on 
the Pakhtoons — The Swat Pakhtuns 
of Northern Pakistan. Generosity and 
Jealousy by Charles Lindholm. 

Ahmed also takes the issue of Islam 
in the tribes at face value, declaring 
that “the strength and ubiquity of Is- 
lamie symbols in Muslim society can- 
not be challenged... only the assump- 
tion of theological support it implies 

. correcting the misuse or misun- 
derstanding of Islam by Muslim tribes- 
men is a task for the orthodox ulema." 
The author is playing safe here, leaving 
Islam to the mullas rather than at- 
tempting to analyse the historical and 
social changes that have taken place in 
Pakhtoon society and the correspond- 
ing changes in religious attitude. 

The current attempts by the military 
regime to Islamise Pakistani society 
according to the Saudi model has also 
faced a great deal of opposition, pre- 
cisely because such Islamisation has 
not been based on the social and his- 
torical development of Islam among 
Muslims in the Subcontinent. 
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The Review Focuses on 
Banking esaa 


UNIVERSITY OF CALCUTTA, — 
CALCUTTA —700019 
For many years now Review readers have become accustomed 
to the annual Focus on Banking published every year in April and 
this year is no exception. How safe a haven is Asia for the multi 
national banks still licking their Latin American wounds — 
particularly the Philippines, South Korea, Malaysia and India. 


Will Asia's banks, relatively unscathed from recession, have to 
brace against a widely predicted new US recession next year? 
What exciting challenges for the future will emerge from the 
floodtide of banking liberalisation and China's Four 
Modernisations? 


To answer these and many other questions, the Review's highly 
skilled team of staff writers plus contributors from the Banking 
industry will analyse Asian banking in 1985 and beyond. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200.000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Banking by 
contacting: 





Ms Elaine Goodwin ' i 
General Sales Manager x E F, | 
Far Eastern Economic Review Ltd A m " i 
G P O Box 160 22, , " 
Hong Kong | 
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By Mohan Ram in, 


Dumb rit sive 


F Telex crTUDdAd: basic 
— structural changes in the Indian econ- 
I 


—omy. The budget for 1985-86 (starting 
— 1 April) presented on 16 March by Fi- 
~ pance Minister Vishwanath Pratap 
~ Singh spells out a policy package to 
— support Gandhi's promised campaign 
— for improved productivity, absorption 

of modern know-how and fuller utili- 

— sation of technology. A number of in- 

— dustries are earmarked for unfettered 

expansion. 

The strategy of the budget is to re- 
E lease the energies of private enterprise 
and reduce its dependence on publicly 

owned financial institutions by creat- 

ing an environment for savings, reduc- 
the cost structure of industry and 

‘channelling investment into key areas. 

— Entrepreneurs have welcomed the 

"bonanza of concessions and have 

hailed the budget as innovative, im- 

“aginative, invigorating and growth- 

oriented. 

— The new leadership, uncluttered 

with ideological commitments, be- 
lieves regulatory measures devised for 
the early stages of development are no 
longer capable of responding to the 

—eurrent external and technological en- 

vironment. To accelerate industrial 
growth, the emphasis should shift to 
promoting a pattern of investment 
which encourages productive effi- 
ciency. 

The budget makes a start to dis- 
mantling the stifling maze of controls. 
Twenty-five industries have been re- 
moved from licensing controls and 

~ another list is promised. This will cut 
_ procedural delays authorising plant 

expansion in areas where additional 

- eapacity is needed. Industrial houses 
2 with assets of Rs 200 million (US$15.2 
— million) and more were subject to pro- 

visions of the anti-monopoly and re- 

- strictive trade practices law in the 
t i This limit has been raised to Rs 1 

billion. Now companies up to this size 


"m 










can expand without having to seek. 


special permission. For the small-scale 
sector, the ceiling on investment in 
plant and machinery has been raised to 
Rs 3.5 million against Rs 2 million set 
in 1980. Imports of capital goods will 
be cheaper, reducing investment costs. 
The reduced cost of power plant im- 
ports will provide an incentive to this 
weak sector of infrastructure. Lower 
excise duties will boost production of 
some durable consumer items, espe- 
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cially computers and electronics 
goods. Cotton textiles will be cheaper. 
To boost exports, duty has been 
abolished on 12 items leaving only four 
exports subject to duty. Duty-free im- 
port will be allowed for advanced 
types of computers not made in India 
in an attempt to encourage software 
development and, hopefully, exports. 
Entrepreneurs could not have asked 
for more. "The private sector has no 
alibi now. It has to prove its effi- 
ciency," said one commentator. 
Structural reform in the system of 
personal taxation is far-reaching. Ex- 
perts have long argued that lower 
taxes make for greater compliance 
with tax laws. Towards this end, the 
budget raises the exemption limit from 
Rs 15,000 to Rs 18,000, lowers the ef- 
fective tax rate in the highest bracket 
from 67.5% to 50% and gives relief all 
down the line. It reduces the number of 
tax brackets from nine to four and 
scraps the 12.5% surcharge. Estate 
duty has been abolished and the 
wealth tax made less burdensome. 
Company tax has been cut by five 
percentage points. Bank lending rates 
have been reduced, Tax on income in- 
terest of banks has been abolished, re- 





Rajiv’ s first budget cuts the bonds on Indian industry 


Private thoughts 
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Oil refinery; Gandhi: prices up sharply. 


leasing more funds for industry. In- 
terest allowed to be paid by smaller 
companies on convertible debentures 
has been raised and a broader section 
of investors will now be attracted to 





GROWTH ON TARGET 


espite below-average growth in 

1984-85 (ending 31 March), India 
looks like ending its sixth five-year 
plan (1979-80 to 1984-85) with its 
average gross national product growth 
right on target at 5.2%. Even the latest 
year's lower-than-average 4% growth 
is called “highly satisfactory" in the 
annual survey of the economy accom- 
panying the budget. When all the fig- 
ures are in, per capita income during 
the plan period will have grown on 
average by about 3% a year — a signi- 
ficant achievement given the unfavour- 
able external environment during the 
past five years, the report claims. 

A particularly strong performance 
by the agricultural sector was a major 
contributor to this result. Total food- 
grain production increased from 109.7 
million tonnes in 1979-80 to 151.5 mil- 
lion tonnes in 1983-84 and this level is 
expected to be maintained during the 
current year, despite an indifferent 
monsoon and a dry winter. Depressed 
production because of drought in the 


base year (1979-80) gives an unreal 
picture of production growth during 
the sixth-plan period. But even if the 
increase is measured over the base of 
128 million tonnes expected in 1979-80 
under normal weather conditions, the 
increase over five years averages 3.7% 
a year and implies a compound rate of 
3.5% a year. 

The performance of industry during 
the five years has been less impressive, 
with growth averaging only 6%. In- 
dustrial production began to recover in 
1983-84 from a setback in the previous 
year and the recovery strengthened 
during the first eight months of 1984- 
85, to record growth of 6.6% compared 
with 4.4% during the same months in 
the previous year. Growth for the year 
as a whole is projected at 7%. 

Expanded capacity in several areas 
have strengthened the production base 
of industry. Power-generation capa- 
city, a critical constraint on industrial 
performance, has increased from 28.4 
gW in 1979-80 to an estimated 42 gW in 
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such companies. Tax 
deductibility of in- 
terest paid by com- 
panies on public de- 
posits will be 
granted, removing an 
earlier restriction of 
the deduction to 85% 
of the interest cost. 
Companies have been 
allowed to capitalise 
a large portion of 
their reserves. A con- 
troversial provision 
disallowing tax relief 
on. 20% of expendi- 
ture in excess of Rs 100,000 on sales 
promotion and advertising has been 
discontinued. 

The budget, through selective cuts or 
abolition of excise and customs levies, 
seeks to reduce the cost of investment 
and absorption of technology. The in- 
efficiency and high-cost structure of 
Indian industry is attributed to 
technological obsolescence. 


ajiv Gandhi had pledged to 
eradicate the problem of “black 
money” — illicitly accumulated, 
untaxed wealth. By reducing the mar- 
ginal rate of tax to no more than half 
incremental income, the budget hopes 
to reduce evasion. Secondly, the 
budget legalises company donations to 
political parties which were banned in 
1969, Since the party in power depends 
on business houses for funds, and do- 
nations were illegal, business houses 
had to be allowed to make black 





1984-85. Crude-oil production has in- 
creased from 11.9 million tonnes in 
1979-80 to about 29 million tonnes in 
1984-85, while there have also been in- 
creases in capacity in key sectors such 
as cement and fertilisers. 

The external payments situation de- 
teriorated sharply in 1980-81 in the 
wake of the Opec oil price rise, with the 





trade deficit rising from Rs 27.25 bil- | 
lion (US$2.1 billion) in 1979-80 to Rs | 


58.38 billion in 1980-81. Structural ad- 


justments since 1981 towards a viable | 


balance-of-payments situation  in- 
cluded massive investment in import- 
saving sectors such as petroleum and 
stepped-up exports. In support of this 
strategy, India secured a three-year 
cushion in the form of a special draw- 
ing rights (SDR) 5 billion (US$5.3 
billion) credit under the International 
Monetary Fund's extended facility — 
the largest such loan made to date. 
Claiming success for its effort, India 
terminated the IMF arrangement after 
having drawn only SDR 3.9 billion. 
The residual financing gap (that is the 
movement of reserves after adjusting 
for the IMF drawings) increased sharply 
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(Rs billion) 


Receipts 

Revenue receipts (including 
effect of budget proposals) 

Capital receipts 


Total receipts 


Disbursements 


Recurring expenditure 
Capital disbursements 


Total disbursements 


Overall deficit 
Source: Indian Government. 


money, Now donations will be legal 
and open, though there are doubts if 
this will be enough to check the gener- 
ation of black money. 

The budget has a package of welfare 
measures for the weaker sections of 
society. Insurance is proposed for 
selected crops. Small farmers and 
landless farm labour will get social 
security benefits. Workers in all 
categories will get accident insurance 
cover. Workers of bankrupt companies 
will be given priority in recovering 
wages in the event of liquidation. The 


man in the street will benefit from | 


lower prices of electronic goods, home 
appliances and cotton textiles, but a 
15% rise in prices of petroleum pro- 
ducts will make road transport and 
cooking gas costlier. Cement and paper 
will also cost more. 

But there are some disquieting fea- 
tures about the budget. It estimates 
total receipts at Rs 479.46 billion after 


in 1980-81 and 1981-82 after which it 
began narrowing. In 1982-83 it was 
halved to Rs 11.35 billion. There was a 
further improvement in 1983-84 with 
the gap down to Rs 1.53 billion. There 
was another favourable swing in 1984- 
85. Drawings from the IMF were small 
(Rs 1.01 billion) during the year and 
the arrangement ceased in May 1984. 
Foreign-exchange reserves showed an 
increase of Rs 5.47 billion in the first 10 
months of the year. Net of the IMF 
drawings, the improvement was Rs 4.46 
billion and there was no financing gap 
for the first time during the sixth plan. 


he improvement in the current ac- 

count was mainly a result of the in- 
crease in domestic oil production al- 
lowing a cut in imports. The trade de- 
ficit narrowed from Rs 58.38 billion in 
1980-81 to Rs 58.02 billion in 1981-82 
and further to Rs 54.48 billion in 1982- 
83. In 1983-84, however, there was an 
increase in imports of some items (in- 
cluding edible oils) and a month-long 
port strike hit exports. In the first eight 
months of the current year, the deficit 
(at Rs 30.17 billion) was marginally 





proposed net bor- 
rowing of Rs 51 bil-— 
lion, and total expen- 
diture of Rs 51295 
billion. After ac 


lost 
various concessions 


rect), will net Rs 4.31 
billion, of 
Rs 1.2 billion 
have to be transfer- © 
red to the states as 
their share. So the 


new taxes (all indi-— 


which — 


1 1-4 


u 


budget leaves a de- 
ficit of Rs 33.49 billion which will have” 
to be financed through the inflationary 


creation of new money. The govern-— 
ment argues that this is less than the © 
actual uncovered deficit of Rs 39.85 _ 
billion in 1984-85 (against budget esti- 
mates of only Rs 17.73 billion), and 


that inflation had been held in check ato 


4.6% during 1984-85. 


counting for revenue 
through the © 


out that | 


ritics have pointed 
the budget imposes a hefty © 
Rs 14 billion additional levies i 


on petroleum products. 
brings in revenue, it will have a serious. 
impact on prices. The railway budget — 
earlier tabled had raised passenger 
fares by 12.5% to net Rs 1.53 billion 
and freight rates by 10% to yield 
Rs 3.42 billion. This will also push up 
prices. 


While this | 


Officials admit that the effect of the ` 


railway budget proposals and the ad= 
ditional levies on petroleum products 





smaller than the Rs 30.80 billion re- | | 


corded during April-November 1983. 


Sustained inflow under the invisi- | 


bles account also contributed to im- 







provement on the current-account 


a 


side. Net invisible earnings, 
have been high in the past, rem 
buoyant in 1983-84. However, 


was some decline in receipts during e d 


current year due to a slowdown in eco- 
nomic activity in the Gulf, which has 
been the destination of many Indian 
workers. 

However, shortcomings in some im- 
portant areas have also become appa- 
rent and need urgent attention. The 
rate of growth in industry, though 
somewhat higher than in the 10 years 
preceding the sixth plan, remains low, 
Severe pressures have built up on the- 
resources front and unless these are 
overcome, it will be difficult to -— 
the desired levels of spen 
the seventh plan period. unless 
export performance is substantially 
improved, the balance-of-payments 
position is likely to become difficult 


during the seventh plan. 
MOHAN RAM 
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ly Guy Sacerdoti in Manila 


"he Philippine Government's strug- 
| gle to get its foreign debt-re- 
icheduling package into place has 
tak en another turn for the worse, this 
è with the distinct possibility that 
B further delay may derail the re- 
Overy package agreed upon with the 
international Monetary Fund last De- 
mber (REVIEW, 20 Dec. '84). 

ET wo important components of the 
package, the release of the second 
nche of the IMF standby credit and 
w money facility from Manila's 483 
ymmercíal creditors, are now expect- 

d to be delayed beyond a critical 31 
larch deadline. Philippine officials 
ed the two facilities disbursed by 
the T i help fulfil an important IMF re- 
m rement — that the country reduce 
is loan arrears from the US$2.4 billion 
3a Outstanding on 31 December 1984 to 
"about US$760 million by the end of the 
first quarter of this year. With interna- 
tic nal reserves currently at an esti- 

m: lated US$800-900 million, a third of 
` wl hich consists of gold reserves, it will 
e impossible for the government to 
et the IMF target. 

The IMF, whose assessment of eco- 
mic performance weighs heavily on 
ym peers bank decisions, is com- 
p E y ting its mid-term review of the pro- 
gr me accompanying its standby 
fac ity. Sources say the visiting IMF 
te am is unhappy both with the per- 
ace of the Philippine peso, which 
as actually gained against the US dol- 
daring the past three months, and 
Im * narrowly defined (M1) domestic 
m noney supply, which has surged 
ey ond the specific target of P31 bil- 
li on (US$1.8 billion) which the IMF set 
— and the government committed it- 
self to meeting — as a condition for the 
. release of the second tranche of the 
standby facility. 

The result could be a delay in the re- 
lease of the second tranche, 85 million 
special drawing rights (SDR, equal to 
US$89.2 million) of the total SDR 615 
million seven-tranche package. This 
means the country's commercial cred- 
itors are likely to withhold their signa- 
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Unwrapping a package 


nila’s debt rescheduling plan is in jeopardy as 
je government fails to meet key IMF targets 


il a 


at Was a 


ing 1 April) is to be financed without 
adding to inflation. The government, 
in the pre-budget economy survey, had 
pointed out that tax revenue was not 
rising fast enough to keep pace with 
growing non-plan spending on items 
such as defence, interest payments, 





tures from the US$925 million new- 
money facility, along with a commit- 
ment to supply some US$3.3 billion in 
revolving trade credits, until the IMF 
programme moves back on track. 

Government negotiators, led by 
Prime Minister Cesar Virata, are 
scrambling to try to avoid any further 
delay, but the IMF is taking a tough 
stance on adherence to economic-per- 
formance criteria, and 
is unlikely to yield 
much ground. Sources 
say the IMF has decided 
to hang tough on the 
Philippine programme 
to ensure the economic 
reforms the govern- 
ment has promised to 
carry out are made. 

The new-money 
facility, which was 
negotiated among the 
l2-bank Advisory 
Committee for the 
Philippines led by 
Manufacturers Hanover 
Trust, was most recent- 
ly set to be signed on 26 
February. But a serious 
squabble developed 
when the Saudi Arabia- 
based National Com- 
mercial Bank (NCB), 
with oustanding loans 
to Manila of about US$150 million, re- 
fused to participate (REVIEW, 7 Mar.). 
Its view was that because NCB had 
maintained its trade-credit facilities 
even after Manila called its first 90- 
day moratorium on principal repay- 
ments in October 1983 — unlike other 
banks — the rescheduling package was 
of no use to it. Rather, it was willing to 
sign a separate loan agreement on a 
bilateral basis, with the commitment 
that it would maintain the facility for 
the same period as the syndicated new- 
money facility. 

But the banks took a tough stand on 
the issue, saying that regardless of 
whether NCB maintained its oil facil- 
ity or not, individual banks could not 
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T nt ent cede 
called fora deir ilvai ex- 
penditure and greater circumspection 
in extending fiscal support to any ac- 
tivity. "The process of pruning budget- 
ary expenses at the centre and in the 
states, however painful, must begin," 
the finance minister said in his budget 
speech. 


punted ` 


work independent deals or the re- 
scheduling exercise would be com- 
promised. The IMF maintains as a 
standard practice that 90% of the 
funds requested for the new-money 
portion of any rescheduling package 
be committed before it gives its ap- 
proval to a debt-restructuring and re- 
covery programme. NCB’s position in 
the Philippines case thus becomes a 
major issue. 

Virata said in early March that while 
the delay in signing was “indefinite,” 
he hoped the problem could be worked 
out within two weeks. But both the op- 
timism over the resolution of the NCB 
issue and the effects of the IMF mid- 
term review were misplaced. By 16 
March, Virata was clearly depressed 
and unwilling to predict when any of 
the funds would be released. Sources 
say the delay will beat 
~“ Bleast two months. 

= The IMF's concern 


change rate stems 
ixu| from the strengthen- 
ing of the currency 
from P20:US$1 in 
December to 
P18.20:US$1 by the 
end of February. After 
successive devalua- 
tions during 1983 and 
1984, the IMF wanted. 
a true float of the peso 
as a precondition to 
its standby program- 
me approval The 
peso, which was peg- 
ged at P11:US$1 first 
and then P14:US$1 
during 1983, was 
placed in a multi- 
tiered rate, averaging 
P18:US$1 from June 
1984 until October, when it was al- 
lowed to float freely. Banks were ini- 
tially allowed to sell dollars on the 
Central Bank of the Philippines trad- 
ing floor (ending a year-long require- 
ment that all foreign exchange had to 
be sold to the central bank). Towards 
the end of 1984, however, they were al- 
lowed to trade among themselves as 
well. 


R ut the authorities maintained a re- 
gulation limiting the amount of 
foreign exchange any bank could hold, 
forcing them to sell excess dollars. The 
slowed economy, which contracted 
5.5% last year, generated less demand 
for imports, which declined 23% over 
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estimates which showed a 26.3% rise 
in non-plan expenditure over the cur- 
rent year while the plan outlay was up 
by only 6.5% which, in real terms, 
might turn out to be a reduction. And 
this despite a staggering deficit. 
Gandhi's critical remarks about the 
performance of public-sector enter- 
prises had roused speculation that 
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` more Recent statements gest 
that what he wants is greater effi- 
ciency in the public sector, rather than 
its expansion. The budget has not spelt 
out any measures to improve the per- 
formance of the public sector. But this 
is a managerial problem and the public 
sector cannot be made efficient 
through the budget. 


i 
| 


les 


the year. At the same time, raw-mate- 
rial inventories were well stocked. 
Simultaneously, many of the 400,000 
overseas Filipino workers returned for 
the holiday season, bringing with them 
their own foreign-exchange. The result 
was an oversupply of dollars. 

The central bank was limited in the 
amount of dollars it could buy, largely 
due to the restrictions on new peso 
funds it could release into the system 
without threatening the IMF's M1 
target, and so the peso gained strength. 

The central bank is clearly in a bind, 
however. If it buys the dollars to bols- 
ter its reserve position to help pay off 
the arrears, the new pesos it issues will 
add to the already over-expanding 
money supply. The holders of dollar 
balances in the Philippines are not 
necessarily the same entities that have 
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WENDY FORDYCE 


The central bank: in a bind. 





foreign debts. Also dollar balances had 
to be surrendered by holders to the 
central bank under the recent debt 
moratorium, in order to finance essen- 
tial imports. 

It has been the M1 figures, which 
surged over the P33.5 billion mark 
in early March, that have been of 
most concern to the IMF. The rapid in- 
crease during 1984 in M1 — defined as 
currency in circulation and local bank 
deposits with the central bank — con- 
tributed more than the devalued peso 
towards fuelling inflation to 66% dur- 
ing September. It was brought down 
significantly, to about 42% by Feb- 
ruary, as the government used high- 
yielding central bank and Treasury 
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bills to sop up some of the excess 


liquidity. 
While remittances from workers 
abroad helped fuel a renewed increase 


in M1 towards the end of the year, cen- | 


tral bank loans to the government dur- 
ing January and February boosted the 
figure by about P5 billion. On top of 
that, one local commercial bank has 


been given emergency funding during | 


the past few weeks of an estimated P 1 
billion, putting the P31 billion target 
seriously out of reach. 

Another reason for this has been the 
government's premature attempts to 
reduce interest rates, initially with 
central bank and Treasury bills, which 
dropped to annual yields of 27% by 
February. To try to bolster the attrac- 


| 
| 
| 
| 
| 


tiveness of the paper, which has been | 


the central bank's main tool for sop- 
ping up liquidity, rates have increased 
to 32%. But that, apparently, has not 
been sufficient. 

If Manila cannot meet the IMF target 
for paying its arrears because of the 


delays, it is likely, bankers say, thatthe | 


paybacks will simply be spread out 
over time. It means that interest pay- 


ments, which the government is paying | 


about 30 days past due dates (US 
banks must report as non-performing 
assets loans in which interest pay- 
ments are more than 90 days late) will 
be paid closer to that three-month 
deadline. 

But more important, it may cause à 
rethink of the programme itself — 
whether or not the targets set are at- 
tainable, and whether economic per- 
formance has gone awry due to cir- 
cumstances beyond Virata's control or 
due to a lack of political will. Many ob- 
servers have been relatively pleased 
with the progress on reduced budget 
deficits and control over government 
aid to public-sector corporations, as 
well as initial steps taken to rationalise 
the dominant agricultural sector. 

But whether it is enough remains a 
major question. And whether the pro- 
gramme stands as an attainable path 
towards recovery remains the ultimate 
test. Banks assume now that the cur- 
rent rescheduling exercise may lead to 
another similar exercise as early as 
next year. And any further delay in 
getting the current package underway 
will mean a tandem delay in getting the 
economy back on a growth pattern 
The government's hope that the gross 
national product will grow by 1 % or at 
least be flat, in 1985 is rapidly becom- 
ing a pipedream. ü 
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Green light 
for a new 
red bourse 


A Shanghai stockmarket is 
in the works, but Chinese 
officials are cautious 


By Mary Lee in Shanghai 

he prospect of a stock exchange 

opening in Shanghai — or, more ac- 
curately, re-opening as there was a 
thriving market before the communist 
takeover — is no longer seen as heresy 
among local officials. "It is an econo- 
mic question, not a political orideolog- 
ical problem,” said Zhou Jiayuan, dep- 


‘uty director of the Financial Adminis- 


tration Office of the People's Bank of 
China's (PBoC) branch in Shanghai, 
which is responsible for approving ap= 
plications from enterprises to issue 
shares. 

Since Zhou said, 


last December, 


| more than 10 enterprises have raised 


Rmb 20 million (US$7.04 million) 
through public share issues. He was 
than three, nor 
did he know how many private place- 
ments have been made, but thought 
there were several 

Shanghai may well have a stock- 
market, but it is still too early to say 
definitely, he said. "It depends on how 
the situation develops over the next 
two years. We are only just beginning: 
Stockmarket stories do not reflect the 
government's thinking. " 

Said Zhou Guoliang, manager of the 
Yanzhong Photocopying Corp., which 
raised Rmb § million last February for 
its industry and commerce subsidiary: 


| "We believe that eventually there will 


be a stockmarket, once there is a real 
67 
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market in shares." Shen Beizhang, 
executive vice-president of the Shang- 
hai Investment and Trust Corp. agrees. 
He said: "We want to do things which 
will benefit collection of funds for in- 
vestment, but we also want to be care- 
ful of side effects. We do not want to 
encourage speculation. It will take 
time.” 

Attempts by enterprising stores, 
banks and even China's central TV to 
raise funds by holding raffles or lot- 
teries have been soundly condemned 
by Chinese leaders for cultivating the 
unhealthy tendency of speculation. 
None of these criticisms considered the 
fact that this, too, was an effective way 
of tapping the public for funds which 
would in turn be invested in the enter- 
prise. k 

There is, however, an important dif- 
ference between an enterprise raising 
funds through lotteries and doing it 





SHIPPING 
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through issuing shares, and that is the 
level of government control. The now- 
banned lotteries were held without 
first seeking permission whereas all 
share issues must begin with an appli- 
cation for permission from the State 
Administration for Industry and Com- 


merce and the PBoC. Development | 


plans and a proposal for how the 
amounts raised are to be used must ac- 
company the application. (State- 
owned enterprises are not allowed to 
issue shares.) 


he amount raised in such issues is 

deposited with the Industrial and 
Commercial Bank, earning 5.6% an- 
nual interest. Enterprises are obliged 
to distribute a minimum amount of 
profit each year — also 5.6% — by way 
of dividend in effect. This is not sup- 


| 


On the other hand, “if an enter- 
prise cannot generate the minimum 
profit, then the bank would not give 
them permission [to issue shares],” a 
Shanghai official said. Shares are 
transferable, but have to be issued 
through the Industrial and Commer- 
cial Bank, which acts as market maker 
and broker — at a price determined by 
the bank. “When the bank can.no 
longer administer the volume of busi- 
ness, then we will have to have a 
stockmarket,” the official said. "It's no 
use holding shares unless vou are able 
to trade them.” 

"We decided to issue shares because 
people had money which could have 
been used either to buy consumer 
goods or for economic construction, " 
said Zhou Guoliang. “We needed this 
money and we also needed more people 


posed to exceed 15% of the price of | to care about our business. Our share- 


shares. 


Hoisting anchors 


Bedevilled by a deep red sea of debt, banks are ready 
to start cutting back on maritime finance activities 


By Liz Carver in Hongkong 


B itten by reschedulings and forced 
sales, bankers have belatedly be- 
come twice shy about lending to the 
shipping industry, where supply has 
long since ceased to bear any relation 
to demand. Ship-finance specialists 
estimate that banks have lost 50% or 
more of their maritime business to 
ship-building yards (themselves en- 
gaged in a zero-sum price-cutting 

ame), which offer more and cheaper 
inance. Some bankers seem more re- 
lieved than sorry about having to yield. 

Many have concluded they must be 
cruel to be kind, and “not burden own- 
ers with additional debt,” in the ironic 
words of an American banker, while 
sorting out the mess in their own ship- 
ping books. The alternatives have been 
narrowed by the banks’ delay in com- 
Ing to terms with oversupply: it has 

en three years to convince most 
lenders that what they are witnessing 
is not a freak storm, but a sea change. 

Shipping has always been a cyclical 
business, but this trough is deeper and 
is lasting far longer. The surplus ton- 
nage has been most marked in tankers 
and dry-bulk carriers, with more than 
10% of capacity reckoned to be surplus 
to world-trade requirements. Con- 
tainerships present a mixed picture, 
depending on their destination. Those 
heading east to the United States from 
Asia are likely to be full, or nearly so: 
the return trip is another story. 

The solutions to this estimated 
US$35 billion (total lending to the 
shipping community) problem are not 
encouraging: forced sales, throttled- 


back lending and accelerated scrap- 
ping, partial ownership through 
equity, loan-loss provisions and, as a 
last resort, temporary or permanent 
withdrawal from the market. Few 
shipping financiers will rule out lend- 
ing entirely. But while in mid-1984, 
many were still actively interested in 
new proposals and ready to offer com- 
petitive terms to get the business, some 
now look ready to walk away from it. 


trough. " 





holders [18,000 of them] come from all 


"[ don't see us lending to any ship- 
ping worldwide," said Westdeutsche 
Landesbank's Francis Airey. Last 
year, he estimated, the bank lent 
perhaps US$20 million to the industry, 
most of that increments to existing fi- 
nance. "We didn't purposely with- 
draw, we just haven't seen the right op- 
portunity .. . there is not a proposal 
this year I would feel happy about... it 
will be two or three years 
until [there is." How- 
ever, he added: "The 
longer we don't do any 
ship loans, the more dif- 
ficult it will be to do 
when one ‘does come 
along." 

At Wayfoong Shipping 
Services (a unit of the 
Hongkong and Shanghai 
Banking Corp.), Richard 
Jardine estimated that 
his ship lending grew by 
about 20-30% in 1983 
and 10% in 1984. This 
year, he said, it will be 
flat. “Even if I see new 
clients, it's likely that 
they have [already] been 
turned away by their 
original bank. " 

One of the most con- 
troversial tactics for a 
bank is taking equity in 
a shipping client. While, 
providing more leverage 
over a client, it also 
means a bank becomes, 
an owner by default in a 
depressed market. It creates the need. 
for greater maritime-operations ex-, 
pertise, usually answered by buying a. 
ship-brokerage or by hiring a man- 
ager. "This is not a productive route,, 
because it isn't cost-effective," said an 
American banker. 

Equity arrangements usually give 
the owner an option to repurchase his. 
stake some years later. By the time the 
option falls due, the ship will certainly 
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fields and they can provide us with in- 
formation about market needs and 
about the competition,” he added. 

Yanzhong's shares — 100,000 at 
Rmb 50 each — were sold out in six 
hours, disappointing several hundreds 
who had not started to queue the 
night before. One retired couple 
bought 800 shares, the largest single 
amount sold. 

Zhou readily admits that he has no 
experience in running a public com- 
pany, that only his general manager 
has had any experience in dealing with 
shares or shareholders who, in Yan- 
zhong's case, include members of the 
Chinese Communist Party. “But there 
is no politics in this, only business," 
he said. More than 200 shareholders 
turned up at Yanzhong's first share- 
holders' meeting held at a school on 
17 February, to elect a 26-man board of 
directors. oO 





bear less debt, making it cheaper to 
operate, but it will also be older, with 
lower residual value, and probably be 
less competitive than newer vessels. 
Both parties may merely have post- 
poned the inevitable pain. 

With published estimates of US$600 
million in loan losses and arrears to the 
shipping industry over the past 18 
months, stepped-up loan-loss provi- 
sions by bankers would seem in order. 
But with shipping's troubles coming so 
soon after losses and write-offs on 
energy and Third World loans, embar- 
rassment is keeping many from admit- 
ting the illness and taking the cure. 
Unless auditors or regulators insist, 
the temptation is to postpone or 
minimise provisions, or spread them 
over several years. 


L ately, some lenders have decided it 
is no longer feasible to look at a pro- 
posal — if they will look at any at all — 
in isolation from similar vessels and 
the market as a whole. The past prac- 
tice was usually to see each ship as a 
separate financial entity on the basis of 
its proposed charter, made easier by 
owners' practice of forming a holding 
company for each vessel. One large US 
bank is now working under a risk-rat- 
ing system which takes owners' other 
vessels and general market conditions 
into account. If it sees problems de- 
veloping, even if they do not involve 
the bank's transaction, it can revise its 
rating and make provisions if needed. 

Forced sales, once an extreme resort, 
have become more common among 
bankers. Speaking in London last 
month, Marine Midland senior vice- 
president Michael Revell (who has be- 
come something of a voice of doom for 
the industry), estimated that 300 ships 
have been sold judicially during the 
preceding 18 months, mostly at auc- 
tion. (Speaking late last year in Hong- 
kong, he warned that the large names 
which have run into problems could 
easily be outweighed in total dollar 
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Shanghai workers: political expediency. 
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INVESTORS’ BUND 


A group of Shanghai and overseas businessmen revive 
joint-stock capitalism to help modernisation 


By Anthony Rowley in Hongkong 
Perhaps the best example of re- 

vived joint-stock capitalism in 
Shanghai to date is the Shanghai Pat- 


riotic Construction Corp. (Patco), an | 


enterpise owned by no fewer than 
1,200 Shanghai, Hongkong, Macau 
and Overseas Chinese businessmen 
and engaged in activities ranging 
from property development in 
Shanghai to cosmetics manufacture. 

Patco is not a state-owned corpora- 
tion and has received no financial 
help from government agencies in 
China. In this way, it differs from or- 
ganisations such as the Shanghai In- 
vestment Trust Co., which draws 
funds from government sources, ac- 
cording to Patco’s deputy general 
manager Chen Wuging. 

When the Chinese Government in 
1979 returned to their owners sub- 
stantial amounts of private assets (in- 
cluding bank deposits) frozen during 
the Cultural Revolution, Liu Jing —a 
former textiles magnate and now 
chairman of the Shanghai Federation 
of Industry and Commerce and of 
Patco itself — called upon business- 
men to establish a corporation with 
these assets, to help modernisation. 

Those joining the scheme were 
asked in effect to make a five-year 
deposit with Patco in return for a 
guaranteed annual interest rate of 
7.92%. For those living in Shanghai, 
this was a considerably more attrac- 
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but for those with relatives in Shang- 
hai or with a desire to do business 
there, participation looked politi- 
cally expedient. 

The important thing from Patco's 
point of view was that all of the sub- 
scribers were industrialists and busi- 
nessmen with the expertise needed to 
get manufacturing and other ven- 
tures going. Patco now has invest- 
ments in some 60 small and medium- 
sized enterprises, each employing 30- 
49 people. Of these, 42 are in man- 
ufacturing and the rest in commerce, 
Textiles, carpets, cosmetics and toys 
are among the goods produced. Patco 
has also developed apartment blocks 
in Shanghai, mainly for Overseas 
Chinese, and has five restaurants and 
a boutique. The corporation also has 
joint ventures in the Shenzhen Spe- 
cial Economic Zone and, according to 
Chen, is planning to open an office in 
Hongkong shortly. Yet another Patco 
activity is operating a passenger/ 
cargo vessel between Shanghai and 
Hongkong. 

Patco's original subscribed capital 
(in 1979) of Rmb 57 million (US$20.1 
million) now exceeds Rmb 200 mil- 
lion, Chen says. At the end of the first 
five-year period, most subscribers 


| chose to reinvest their money in 


tive proposition than deposit rates | 


offered by the Bank of China, and 


there was no other alternative invest- | 


ment as they were unable to transfer 
their frozen assets outside China. For 
Hongkong and Macau compatriots 
and Overseas Chinese, the returns 
may not have appeared so attractive 





Patco. "They were given a little in- 
centive to do so," said Chen, though 
he did not specify what. “Our com- 
pany has made quite a lot of money in 
the past five years," he added, which 
appears to be borne out by the in- 
crease in its net worth. The shares 
have not yet been traded beyond the 
primary issue, but Chen indicated 
that they could be in time, as and 
when à secondary market develops. 
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rms by the small d mediumi sita 


companies.) Marine Midland with- 


R 


drew an application for a merchant- 
banking licence in Singapore at “an 
advanced stage,” according to local 

reports earlier this month. The 


l bank cited the collapse of ship-financ- 


ing business which was to have been 


the office's mainstay. 

While shipowners blame the bankers 
for the glut, and bankers blame the 
yards, lending is bound to continue — 
either by those who believe they know 
the market well enough to go on or 
those who are in too deep to stop. Some 
of the so-called “fringe” banks will sell 


— their loans on to larger institutions. 





The banks which are determined to 
stay in the business will find they can- 


"nob Be too totigi of coleman off pre- | 
cipitously because, heien ys cases, ere 


are no personal guarantees on the loan. 
Margins are still slightly below one 
percentage point over the cost of funds 
for good borrowers, “but these will go 
up in two or three months if the finance 
is still available, which for some, we 
doubt,” said Jon Simpson of Nordic 
Asia. 

Others face head-office pressure to 
keep going. “If they don't lend, they get 
fired. If they do and they lose, they get 
fired,” said one banker. The third op- 
tion is to lend and not lose, which 
means putting a lot of reliance upon 
luck when international trade is grow- 
ing about 2% a year and vessel supply 
is rising 6-7%. Lloyds Register of 


A widening gap 
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lion) from HK$14.7 billion 


— the double-digit zone since 
1980. 
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—again this year, 


. over a healthy four-an 


' ahead by only 3% in 
January from a year earlier, 


- Bremridge sees domestic 
— consumption playing an 


- Hose s greatly narrowed 1984 


merchandise trade gap may widen 
if domestic exports 
continue to slide. Manufacturers' 
order books, though stil) generally full 
-a-half month 

iod (according to latest available 
gures), nonetheless showed a steady 


- decline in the three months 


to December, lending sup- | —— 
port to expectations of a 
weak first half. The trade 
deficit narrowed to nearly 


HK$2 billion (US$256 mil- 


in 1983 and after being in 





Domestic exports nudged 


against a 69% increase in 
the comparable period in 
1983. Forecasts for real 
domestic export growth 
range from 7-12% for 1985. 
Economic growth for 1985, 
estimated by Financial Sec- 
retary Sir John Bremridge 
at 7%, will no longer be pre- 
dominantly export-led as it 
has been in recent years. 


qually important role as exports in 
promoting growth this year, though 
some economists place more impor- 
tance on consumption. Purchases of 
consumer durables, such as household 
goods and furniture, will rise with 
anticipated acquisition of homes. 

The uptrend in real wages and an ap- 
parently improving employment situa- 
tion will also boost consumers’ spend- 
ing power. A major constraint on 
Hongkong's domestic-export growth 
is trade protectionism in its major 
markets: its textiles and clothing- 
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manufacturing sectors, being the main 
target, may have to reduce their labour 
force. But these moves may not be re- 
flected in government figures, because 
of the extensive use of contract and 
part-time labour. (Despite exhaustive 
talks between Hongkong and United 
States trade officials, the US has pub- 


Australia 
apan 

Singapore 
Netherlands 





lished its final country-of-origin 
import regulations substantially un- 
changed from its original proposal — 
to the detriment of Hongkong’s knit- 
ting industry.) 

Domestic exports are forecast to 
pick up in the second half and that 
could ease the under-employment 
situation. Meanwhile, inflationary 
pressures will continue to ease, helped 
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nage on onde at eng] 984 of 30.69 mil- 
lion grt against 31.44 million at end- 
September (2,467 ships vs 2,621), with 
two-thirds for delivery this year. Of the 
total, 20.3 million grt were in yards in 


Japan, South Korea, China and 
Taiwan. 
Even at Nordic Asia, which did 


about US$80 million worth of ship- 
financing last year and plans to hold at 
that level this year, there is gloom. “In 
1982, we were looking for recovery in 
1984. In 1984, we said 1986-87. Now 
we say 1987,” said Simpson. By Re- 
vell's reading, even that may be too op- 
timistic: he has warned of the dangers 
of a new depression in 1988 which may 
be as bad as 1984. R) 


I ECONOMIC MONITOR ME HONGKONG 


initially by a relatively strong Hong- 
kong dollar and low interest rates. 
Economists expect the Hongkong 
prime lending rate, currently at 10%, 
to remain at around this level in 1985. 
It will, however, be influenced by the 
trend in US rates, where the prime is 
presently hovering at around 10.5- 
11%. 

The slowdown in domestic exports 
will ultimately affect consumption, 
but the effect of this is not likely to be 
felt until next year. Consis- 
tent with the expected 
slowdown in domestic ex- 
ports is the decline in loans 
to finance visible trade. 
; Government figures for 
= ; January show a 6.3% 
drop in trade-financing 
loans from December, 
which recorded only a 
0.7% decline. But loans to 
this sector are unlikely 
to remain slack for too long. 

The China market seems 
set to continue its dynamic 
growth, though the pace 
may slacken over the com- 
ing months as demands for 
development equipment are 
met. Domestic exports to 
China more than doubled in 
January from a year earlier, 
to HK$1.4 billion, but in 
size, the China market is 
still behind the US (at 
HK$4.8billion).Sales to the 
US rose by less than 1% while those to 
Britain and West Germany fell by 5% 
and 8% respectively. 

The boom in re-export trade offset 
much of the sluggishness in domestic 
exports in 1984 and this trend is likely 
to continue: re-exports in January rose 
50% from the year-earlier level. Val- 
ued at about HK$8.96 billion for 
January, re-exports were nearly worth 
as much as domestic exports at 
HK$11.17 billion. Imports, mean- 
while, rose by 20% in January to 
HK$19.12 billion. — ELIZABETH CHENG 
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EON STAR MEETINGS 
SONS PROGRAMME 


ENSE THE VALUE OF HAVING 
| YOUR MEETINGS 
ALL PLANNED OUT. 


From audio-visual equipment to casual coffee 
breaks down to well-sharpened pencils, Hilton 
International has it all thought out for vou 
Our 5-Star Meetings Programme is a 
comprehensive package that includes 
accommodation, a luncheon and coffee 
breaks at a special promotional rate. Your 
meeting room along with basic audio-visual 
equipment is complimentary. To find out 
more about Hilton International's 5-Star 
Meetings Programme and how you can get 
the most out of your conference budget 
complete the coupon below and 
send it off today. 
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LESS FOOD. | 


it, but I dont believe it’: 

The American visitor to the Swedish food pro- 
cessing factory watched rice, milk and spices go into 
one end of the production line and rice pudding 
come out of the other. Hour after hour. Without a 
single break for refilling or cleaning. A fully auto- 
mated plant. 

The continuous process is a revolution in the 
food industry. 

Alfa-Laval has demonstrated that it is possible 
to make a wide range of food products continuously, 
with a consistently high quality, and much more 
economically than w ith batch systems. 

Our continual processes for dosing, mixing, 
y heating, cooling and freezing, liquids-handling and 
| preserving have broken all records in the large-scale 
» production and distribution of food. Quality prod- 
ucts are now universally available. Ready-cooked 
food can be shipped to the farthest corners of the 
world. Wine travels safely halfway round the globe 
Juice from sun-ripened fruit can be enjoyed above 
the Arctic Circle and unrefrigerated fresh milk en- 
riches diets at the Equator without addition of 
chemical preservatives. 

Alfa-Laval has played aleading role in the deve- 
lopment of modern food-processing technology. 
With 100 years of experience, Alfa-Laval is the part- 
| ner to turn to when new problems arise. 
| Food-processing is an important part of the ex- 
| citing world of Alfa-Laval. For more information 
about the rest of Alfa-Laval's world, send for a copy 
e Annual Report. Write to: Alfa-Laval AB, Pub- 
lic Affairs & Communications, Box 12150, S-10224 


Stockholm, Sweden. e 4 ALFA- LAVAM 


The world of Alfa-Laval — in thirty seconds. 


Alfa-Laval is a world-leading engineering membrane technology. 

— company as supplier to the food industry, Alfa-Laval employs 16,000 people in 35 

a world-leading supplier of centrifugal countries and its annual turnover in 1983 
separators and compact heat exchangers, was US 1,200 million. Sales outside Sweden 
and a dominating supplier to world animal accounted for 90 percent of this turnover. 
husbandry. The company has a strong Today, Alfa-Laval's products and processes 
position in emerging high technology are solving problems in 130 countries and 
businesses such as biotechnology and in more than 170 industries. 
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VERY, VERY FRIENDLY. 


The new Panafax UF-400 Compact Fac- 
simile is Panasonic s answer to high speed/low 
cost document transmission. Reduced size to fit 
into even the most cramped office. Expanded 
features to tackle a gigantic workload 


Fast 9600 bit/s Modem Speed 
In under half-a-minute, the CCITT Group 3 


UF-400 can speed an exact document copy half- 
way around the world. And its also compatible 
with slower CCITT Group 2 machines to open up 
communication lines to a maximum number 
of subscribers. 
Scanning Flexibility 

The UF-400 is the only facsimile machine 
in its class with a “SUPER-FINE” resolution setting 
that quadruples standard line density for sharp 
reproduction of small print. In addition, the UF-400 
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gives you a choice of three contrast settings to 
compensate for poor quality originals 
User Friendly 

For unprecedented convenience, Panasonic 
builds-in features like polling and reverse polling. 
30-sheet auto-feeder and ‘journal print" activity 
record. Because the UF-400's large LCD shows all 
essential operational information at a glance, it's 
virtually foolproof! If you should make an error, the 
LCD even displays a diagnostic code indicating 
the exact nature of the problem 

Introduce yourself to the Panafax UF-400 
Compact Facsimile. You'll find it very easy to get 
to know. 


Panasonic 
Meer Y 


Automation 











No exchange has more experience 
in building deep and liquid currency 
markets than the Chicago Mercantile 
Exchange. Now the CME offers two 

— new currency contracts — options on 
~~. British pound and Swiss franc futures. 
A TRADITION OF EXCELLENCE 
d BP and SF options are part of the 
no CME tradition of developing better 
rays for corporations and institutions 
to manage foreign exchange risk — 
a tradition that began more than 12 
years ago when the CME traded the 
first currency futures ever. Last vear, 
total volume for CME currency futures 
reached a record 13.8 million contracts. 
Today the CME stands as the world's 
largest and most influential exchange 
for currency trading. 
CONTINUING INNOVATION 

Recognizing the need for foreign 
exchange instruments offering limited. 
risk, the CME introduced options on. 


Deutsche mark futures in January 
i984. Currency market participants 


Deutsche Mark Options 
no} Volume and Open Interest 


(in thousands} 





} FMAM J J AS ON 
s— [DM options 
monthly 
volume’ 


» " «DM options 
month-end 
open interest" 


*DM options began trading on Jan. 24, '84 


—. found them so flexible that first-year 
zo volume exceeded 725,000 contracts, 
- making the CME contract by far the 
most active DM option on any exchange 
in. the world. During the same period, 
trading in CME DM futures jumped | 


7% 1o: Sd > million contracts. 









“British Pound 


EFFECTIVE PRICE EVALUATION 


CME currency options have a 
demonstrable relationship to the 
spot and forward markets that allows 
effective price evaluation. 


PRICE RELATIONSHIP: 
Deutsche Mark Spot, 
Futures, and Options 
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The options are based on CME 
futures, which in essence are exchange- 
traded forwards. CME futures and 
options consequently are affected 
by the same pricing parameters that 


govern forward contracts. As a result, 


CME futures and options relate to 


the spot market much as forwards do. 


In addition, side-by-side, open 
auction trading at the CME enhances 
the relationship between futures and 
options by keeping price spreads in 
close alignment. 


BETTER BP AND SF OPTIONS 


CME BP and SF options have 
the flexibility and the environment 
necessary for effective foreign 
exchange risk protection. 


* CME options can be exercised on any 


trading day before the option expires. 
* Prices of CME currency futures 
and options closely reflect prices in 
the international spot and forward 
currency markets. 

+ Contract sizes for both futures 

and options are the largest on any 
exchange, covering 125,000 Swiss 
francs and 25.000 ens pu 


Telex: 










That can mean substantial commission: 
savings. And because options and. — 
futures contracts trade side-by-side 
at the CME, it is easy for users to 
generate synthetic instruments. 
* Choosing to exercise a CME. op 
results in a futures position rather the 
the obligation to accept or deliver 
physical currency. 

* The CME offers more curre ncy 
trading liquidity and expe rience tham 
any other « exchange. It is the on 
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in both markets. 


For more information and a cop 
of our booklet "Options on € 
Futures; contact your brok rs 
Chicago Mercantile Exchange 
the U.S.. telephone 1 al 
from overseas, 312-930-8215. 
28813 2 


ue te D tes 








i Please send: me more information 
' and a copy of the. booklet “Options 
ion Currency Futures." 
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p Send to: Chicago Mercantile Exchange 
Marketing Services Departmeni 
30 South Wacker Drive 


uet hivago, fllinois 606006 ~~ USA 











1985 is a great year for a JAL Stopover in Tokyo! 
From 17th March to 16th September, vou can visit the 
world's most exciting Expo ever! 

[Re Tsukuba Expo '85: 

Japan Air Lines can fly y ou to this celebration of the 
past, present and future of man's dwellings and 
surroundings. 
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Under a new president, Indonesia's sprawling Pertamina is looking 
to efficiency and a marketing drive to ease its mounting problems 


By Manggi Habir in Jakarta 


he punch clock is still there at the 

entrance of Pertamina's 20-storey 
headquarters in central Jakarta. But 
the new president-director, Maj.-Gen. 
Abdul Rachman Ramly, no longer 
stands in the doorway each morning to 
catch tardy executives. His predeces- 
sor, Judo Sumbono, often did — typi- 
cal of the tight personal control he 
exercised over Indonesia's huge and 
strategically crucial state oil mono- 
poly. 

This centralised management style 
did not neccessarily translate into 
operating efficiency. Under Sumbono, 
Pertamina's books remained too 
murky for any reputable outside au- 
ditor to vet, despite a deadline imposed 
by the company's supervisory board of 
commissioners to make the accounts 
auditable by 1983. Meanwhile, the pre- 
sident-director's often-heated negoti- 
ations each year with the ministerial- 
level board over Pertamina's budget 
became notorious. 

The accession of Ramly eight months 
ago (REVIEW, 5 July '84) has changed 
all that. In contrast to his autocratic 
predecessor, Pertamina's new chief 
scrupulously consults both his board 
and his subordinate departmental di- 
rectors on crucial decisions. And there 
is likely to be noshortage of these deci- 
sions, as Ramly struggles to streamline 
an empire gone flabby with more than 
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25 years of state guaranteed monopoly 
Internal mismanagement and out- 
side interference — often resulting in 
inefficiencies and waste have 
plagued Pertamina since the 1970s oil 
boom. The company’s virtual financial 
collapse in 1975 was the most spec- 
tacular example of a continuing prob- 
lem. The Pertamina empire has also 
grown increasingly unwieldy with the 
addition of subsidiaries that are only 
tenuously oil-related at best. The con- 
glomerate now includes (among 
others) insurance, property, airline, 
shipping, leasing and medical services 
companies. A few of the more obvious 
non-oil subsidiaries were transferred 
to other government departments in 
the wake of Pertamina’s 1975 debacle, 
but many remain. The oil monopoly 
still often finds itself obliged to sup- 
port these subsidiaries and throw busi- 
ness their way, whether or not they are 
economically competitive. 

Ramly hardly needs to load himself 
down with so many corporate passen- 
gers for the bumpy ride ahead, as Per- 
tamina charts its course over the rough 
terrain of today’s oil markets. Besides 
downward pressures on oil prices 
world-wide, Indonesia faces mounting 
competition from Asia’s non-Opec oil 
producers. Most prominent among 
these is China, which is making alarm- 
ing inroads into Pertamina's all-im- 
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portant East Asian 

markets 
| Japan alone ab- 

sorbed 44% of Indo- 
| nesia's US$7.9 bil- 
| lion worth of oil ex- 
| ports over the last 
| three quarters of 

1984. But Pertami- 
| na'sshare of the Ja- 

| panese market is 

1 | increasingly chal- 
by crude 
from Chinas Da- 
qing oil f Pe- 
king can handily underbid Indonesia's 
similiarly graded Minas crude, whose 
price is pegged as part of the Opec bas- 
ket. Trying to counter this threat, Indo» 
nesia has come up with a blend of Minas 
(light) and Duri (heavy) er called 
Sumatera Medium, priced at US821.40 
a barrel, lower than the US$28.53 a 
barrel fixed for Minas. Japanese reac- 
tion so far has been cautious 

As an indication of how much im- 
portance the new president-director 
attaches to holding on to Pertamina’s 
traditional customers, Ramly lost no 
time in flying to Japan and South 
Korea just weeks after his appoint- 
ment. This on marketing 
something new for the oil monopoly, 
whose corporate culture was forged 
during a decade-long sellers’ market 
In the 1970s, oil virtually sold itself in- 
ternationally, especially in Asia, where 
alternative sources were few. Within 
Pertamina overseas marketing re 
ceived such low priority that, organi- 
sationally, it was not even accorded à 
department of its own. Rather, it was 
relegated to general affairs, together 
with such functions as personnel and 
logistics. Ramly's first major organisa- 
tional reform to bring overseas 
marketing directly under his personal 
control. 
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ot that he lacks willing helpers in 


his efforts to sell Indonesian crude 
Indeed. with a roster of seven officially 
appointed oil traders vying for Per- 


tamina’s oil output, some observers 
suspect that one of the new presidente 
director's immediate problems will be 
to re-allocate supplies among them 
more on the basis of commercial con 
siderations than of political clout. Thi 
oil traders list currently includes 
Pertamina joint ventures with Japan 
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contract of work 
(COW) 
- production-shar- 
ing 


PSC, 


ese private interests, Japan Indonesian 
Oil Co. and Far East Oil Trading; a 


- wholly owned Pertamina subsidiary, 


Perta Oil, and four private companies, 
Kodeco, Samudra, Pacific Resources 
and Exoil. Channelling crude into the 
hands of its more market-wise traders 
could prove a delicate exercise given 
the powerful connections of some of 
the private firms on this roster. 

At least nowadays Pertamina has 
more crude than ever to go around — a 
somewhat mixed blessing in light of its 
marketing  inex- 
perience. Thesharp 
rise in crude sup- 


-plies results from a 


the conversion of rf 
an increasing pro- l 
portion of Jakar- 
ta's agreements 
with foreign oil 
companies from 
the traditional 


basis to 
o 


(PSC). Under the | Pertamina depot; 
instead of 


sharing profits from the sale of crude by 
foreign oil companies as in the earlier 


contracts 


COW arrangement, Pertamina shares 
directly in crude oil output. That leaves 
the state monopoly with more crude on 
"its hands. Norisit only crudeoilthat the 
company has to sell. Pertamina must 


also market moreof its refined products 


now that the Balikpapan, Cilacap and 


Dumai refinery expansions are coming 


onstream. 


Ramly's international marketing 


"problems, though, do not end with 


sales of crude and refined products to 
consuming countries. He must also sell 
foreign investors — the world's giant 
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oil companies — on Indonesia oil and 
gas development prospects. Petroleum 
investments in general have lost much 
of their allure in the current bear mar- 
ket. 

That is all the more reason why the 
recent burst of localisation measures 
aimed at the oil industry seems ill- 
timed. Oil companies operating here 
now find themselves faced with strict- 
er local-goods procurement and man- 
power requirements than during the 
1970s oil boom. Under PSC, Pertamina 
retains management control with the 
foreign oil companies acting only as its 
contractors. And lately, the foreign 
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PSC contractors 
— as well as Per- 
tamina itself — 
have had to con- 
tend with an 
extra layer of 
bureaucracy: the 
powerful State 
Secretariat, 
through which 
all government 
procurements 
of more than 
US$500,000 have 
to be approv- 
ed. 

Yet even as 
these stumbling blocks are 
strewn in the path of would-be 
foreign investors in the up- 
stream (or crude oil production) 
end of the petroleum industry, 
Jakarta appears keen to attract 
investment in the downstream 

ž (or refinery) end. Only two 
x years after freezing several pet- 
rochemical projects (page 84), 
Jakarta appears to be ready to 
consider thawing them — des- 
pite the massive capacity soon 
coming on stream in the Middle East 
and, to a much lesser extent, in the 
Asean region. " 
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he international market scene tells 
only half the story, though. Domes- 
tic sales form a steadily increasing pro- 
portion of Pertamina's refined product 
output by volume. Costs incurred in 
producing for the home market have 
also risen apace, observers believe — 
though it is hard to fix precisely what 
proportion of Pertamina's total costs 
goes towards satisfying Indonesia's 
domestic requirements, since the com- 
pany's accounts offer only sketchy cost 
breakdowns. It seems a safe bet that 
the cost of supplying an oil-hungry de- 
veloping nation of 150 million people 
must be mounting faster than the re- 
venues realised from sales at heavily 
subsidised prices. As a result, Per- 
tamina has needed ever-increasing in- 
jections of government funds (in the 
form of subsidies) up to last year, just 
to break even on its domestic sales, 
The anomalous upshot is that a com- 
pany entrusted with managing the 
country's richest resource, enjoying 
monopoly control over a sector that ac- 
counts for roughly 70% of exports and 
60% of government revenue, increas- 
ingly turns out to be a drain on the 
state coffers. The paradox is hardly 
lost on Pertamina's board, a high-pow- 
ered panel of some of Indonesia's most 
influential bureaucrats. Its six mem- 
bers — Mines and Energy Minister 
Subroto, Finance Minister Radius 
Prawiro, Technology Minister B. J. 
Habibie, Planning Minister J. 'B. 
Sumarlin, State Secretary Sudhar- 
mono and Mines and Energy official 
Gozali — represent virtually all signi- 
ficant segments of the government es- 
tablishment. 
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prices, which have already seen a 
series of politically painful rises in re- 
cent years. The domestic market looms 
far larger in Indonesia's energy policy 
than in that of some less-populous and 
richer Opec countries. In à country 
with a per capita gross national pro- 
duct of only about US$600 à year, af- 
fordable kerosene is as much a politi- 
cal necessity as affordable rice. The 
government could ill afford another 
price increase so close on the heels of 
one in January 1984, when it let the 
heavily subsidised lower-grade fuel 
prices rise by about 60%. So, the sub- 
sidy for domestic oil sales will have to 
be pared down on the cost side instead. 
And for that, Ramly will have to turn 


his attention to the internal workings | 


of Pertamina. 

So far, the new president-director 
has avoided making drastic and abrupt 
personnel changes. Nor has he brought 
much new blood into the organisation. 
In fact, only at the middle-manage- 
ment level have there been any notice- 
able changes at all, and even those 


THE COST OF SUBSIDY 
(1984-85) 


(Rps billion) eaim 


Crude oil 
Domestic 
Import 

Variable cost 
Refining 
Distribution 
Sea transport 

Overhead costs 
Interest 
Headquarters 
Depreciation 

8.088 


(1,123) 
6,965 


Total cost 

Export of refined products 

Net oil cost 

Total revenue from domestically 
sold products 

Margin at the pump 


` Total oil subsidy MT 


have been rotations rather than dis- 
missals. 

Ramly seems to be in no rush, 
though, as he familiarises himself with 
the inner workings of the company. 
His accommodating and consultative 
style, which is in stark contrast to that 
of his predecessor, has been well re- 
ceived by Pertamina's executives. As 
one insider summed it up: “Ramly is 
taking the right course. He is decen- 
tralising and listening to profession- 
als." 

But Ramly's streamlining efforts 
might wind up frustrated by his very 
openness. Through the increasingly in- 
fluential board of commissioners, the 
larger government establishment now 
has more of a voice than ever in the oil- 
monopoly bastion. And vested interests 
within Pertamina's own fold no doubt 
also vie for access to the president- 
director's ear. As one observer put it: 
"The danger is with that many contra- 
dictory tugs, Ramly could find himself 
stvmied before he even starts.” o 


(5,859) 
41 





Ẹ its heyday, Pertamina was often 
regarded as a state within a state. Its 
founding president-director, the dy- 
namic Ibnu Sutowo, enjoyed a freer 
hand than virtually any other govern- 
ment functionary to embark on am- 
bitious schemes. Indeed, Pertamina — 
with some 50,000 employees spread 
across the archipelago, deploying In- 
donesia’s largest commercial-aviation 
fleet and one of the 
country's biggest ship- 
ping lines — had an 
annual expenditure 
second only to the gov- 
ernment. 

Then, in 1975, it suf- 
fered a financial 
breakdown. A succes- 
sion of president-di- 
rectors has been 
struggling ever since to 
shore up central con- 
trol of the oil mono- 
poly's sprawling em- 
pire — now hamstrung 
by a number of regula- 
tions and state agen- 
cies. This loss of corpo- 
rate autonomy continu- 
es to constr ain the com- 
pany's movements just 
as it comes under great 
pressure to re-position 
itself strategically in 
the face of softening oil 
markets and mounting 
competition from non- 
Opec oil producers. 

Pertamina, like most 
of Indonesia's major 
state companies, 
traces back to colonial 
origins. Newly inde- 
pendent Indonesia 
simply took over the 
regional operations of 
such colonial era oil 
giants as Royal Dutch 
Shell and British 
Petroleum. The re- 


The ‘can-do’ empire of Ibnu becomes 
a 'can't-do' victim of bureaucracy 
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of the three companies has been far 
from seamless, as continuing accounte 


ing discrepancies attest to this day). Al 
oil was the country's 


same time, 


single most “bankable” resource in ifs 


approach to Western lenders and a) 
| rationalisation of stewardship over) 
| this sector was crucial to attracting | 


foreign funds 
[bnu seemed a natural choice fort 


job: a se 'asoned oil exe ' 
z cutive and truste 
a military man, he was 
driven by a dynamism 


that impressed Suhar- 
to and foreign busi- 
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rochemical produc- 


terests in the 1970s. 

At the same time, he 
asserted national con= 
trol Indonesia's 
oil by 
supplanting the 
foreign oil companies 
traditional contract- 
of-work agreements 
with the more equita- 
ble production-shar- 
ing contract. And, in 
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resources 
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ternational oil come 
their 


economy, 


cash into 
country's 


range of oilfield-sup- 
port services under the 
Pertamina umbrella — 


gional scope of these everything from air 
oil companies was re- transport to housing 
tained in the form of and office develop- 
three state-owned op- ment to hospitals. 

erations — Permina, | Suharto (top); Habibie; Sumbono: The windfall of the 
Pertamin and Permi- | /eader, survivor and cohesion. 1973 Opec oil price in- 


gan. The richest of the 
three was Permina, which was founded 
by Ibnu, a doctor-turned-soldier. 

In 1968 — two years after the New 
Order government of President 
Suharto came to power — the three 
companies, were merged into a single 
corporation and renamed Pertamina. 
This merger, it was argued, would 
avoid wasteful duplication of func- 
tions (though the administrative mesh 


crease accelerated this 
diversification process. Flushed with 
funds and known in government cire 
cles for its “can-do” ethos, Pertami 
also branched into areas that were 
tenuously oil-related at best, such as 
the rebuilding of the Krakatau steel 
works in West Java or the develop- 
ment of Batam Island off Singapore 
as a port-cum-industrial zone. Ibnu 
seemed hardly answerable in these en- 
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nessmen alike. His 
integrated vision of 
hydrocarbon develop- x 
ment including 
liquefied natural gas 
(LNG), refinery exe 
pansion and petes 


tion, as well as intens 
sified offshore and ons 
shore oil drilling —= 
was ambitious enough 
to attract interna- 
tional petroleum îm- 


order to oblige the in- — 


panies to pump more- 
host 


Ibnu set up a wide 
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“i ‘He Suroundéd himself with a 
number of like-minded executive en- 
gineers. Most notable among them was 
- J. Habibie, a German-trained air- 
( " aft engineer whom Ibnu lured back 
—to Indonesia to head Pertamina's ad- 
!wanced-technology department. Even 
‘after the department was spun off to 
"become an independent — and in- 
creasingly influential — government 
_ agency, Habibie was retained as a 
Banember of the oil monopoly’s super- 
visory board of commis- 
—sioners. By the early 
E^ 970s, Ibnu and his team 
f E" themselves head- 
i ng lg a conglomerate, 
vk hich included com- 
an ies in areas as diverse 
s airlines shipping, in- 
nce, rice estates, 
y, leasing, data 
pr ocessing and more — a 
hea strain on very finite 
resources of expertise. 

P o make matters worse, 
Pertamina moved into 
intures whose economic 
! v vi : ES was often doubt- 
. A floating fertiliser 
nt, for example, was 
d bs Eea so that it could 
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ertamina's new guard, in its re- 
vamp of the giant state oil mono- 
Ux poly, has two watchwords: accounta- 
a bility and efficiency. The company 
has engaged a legion of outside ac- 
I «ountants to wrestle its books into a 
| state where they can be audited 
_ (though so far, the accounting-sys- 
— tem overhaul seems bogged down in 
NT. the manual-writing phase). As for the 
efficiency drive, Pertamina proudly 
claims its efforts are already bearing 
— fruit. But bad reputations die hard, 
ie and the purported improvements at 
| Pertamina have already met with 
| widespread scepticism. 
— Late last year, Pertamina took 
— credit for a sharp drop in the expect- 
| ed (vs budgeted) government subsidy 
- required for the domestic oil market 
in the current fiscal year (ending 31 
- March). The actual subsidy will come 
| in at roughly half its allotted level, 
| some Rps 594 billion (US$544.4 mil- 
- lion) under budget. But the agency's 
— critics point out that being under 
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| | budget is not necessarily the same as 


— being efficient. 

Instead of representing a drop in its 
oil-production cost from Rps 258/1 to 
Rps 236/l (as it has been depicted by 
the company), the shortfall in the ac- 
tual vs the budgeted subsidy may re- 
flect no more than bad budgeting. 
Given past oil-subsidy budget trends, 
it seems that the initial 1984-85 sub- 
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time it takes to depict gas po vais are 
often not different to the time it takes 
to fully depreciate the project's plant 
and equipment. The fertiliser plant has 
since been hauled ashore but due to its 
original nautical design its running 
costs are well above normal. 

Costly adventures like this typified 
the sort of long-term and dubious re- 
turns the oil monopoly could expect on 
some of its more ambitious investment 
projects. Yet to fund the spending 





| UNACCOU NTABLE COSTS 


sidy allocation was inflated. (The 
government calculates the domestic 
oil-subsidy requirement as the cost of 
producing fuel minus revenue from 
domestic sales. But as the production 
costs aggregates the cost of fuel sold 
domestically and overseas — segre- 
gration of these costs is difficult given 
the poor cost-accounting system — 
the government tries to estimate the 
domestic cost portion by first deduct- 
ing revenue of fuel exported from 
total production costs.) 

When the 1984-85 budget was pre- 
sented, observers wondered why the 
subsidy should be significantly 
higher (at Rps 1.15 trillion) than the 
previous year (Rps 699 billion), des- 
pite 35% average domestic oil-price 
increases in January 1984. At the 
time, the government blamed the rise 
in the budgeted oil subsidy on the 
phasing out of the contract-of-work 
agreements between Jakarta and 
foreign oil companies. This measure, 
it was argued, would significantly re- 
duce the amount of below-market- 
price oil available for domestic 
use. 

With the benefit of hindsight, it is 
clear that the inflated estimate of 
subsidy requirements came not so 
much from overstating costs as from 
understating revenue expected from 
foreign sales of refined products, ac- 
cording to one outside economist. Ac- 
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the company found itself obliged to 
bypass government restrictions on 
long- and medium-term borrowings 
and tap the short-term money markets. 

This funding mismatch set the scene 
for the default in early 1975 of US$100 
million of.short-term debt. By that 
time, the shock waves of the oil price 
hike had plunged the world into reces- 
sion while the petrodollar-recycling 
process had not gathered enough 
momentum to fully offset the credit 
crunch. Pertamina’s default was 
enough to trigger a run on the company 
by its lenders. 

Bank Indonesia (the central bank) 
quickly mounted a rescue operation, 
taking over Pertamina's debt 
amounting to US$10.6 billion — and 
imposed strict control over the com- 
pany's finances. Special government 
teams were appointed to renegotiate 
the company's debt and contracts, 
while revenue payments from foreign 
oil companies had to be made direct to 
Bank Indonesia. 

Paradoxically, Ibnu found himself 
dismissed in early 1976 as president- 
director of Pertamina because of his 
dynamism, which wound up costing 
him the confidence of the same bank- 
ers whose interest it had attracted a 


cording to the government's oil-sub- 
sidy formula, an increase in overseas 
revenue from refined products has a 
depreciating effect on the oil subsidy. 
Instead of the Rps 1.1 trillion 
budgeted for 1984-85, the realised 
overseas revenue from refined-pro- 
duct sales should be closer to Rps 1.8 
trillion — suggesting that Pertamina 
may have overlooked the effect of its 
refinery expansions coming on 
stream late in 1984. The oversight 
would appear to have been rectified, 
since: for 1985-86, the domestic fuel 
subsidy was scaled back to Rps 532 ` 
billion. 


ot that this figure necessarily says 

much about Pertamina's operat- 
ing-efficiency improvements relative 
to previous performance, however: 
continuing accounting reforms could — 
render figures for successive years 
less and less comparable. A few years 
ago, the Finance Ministry commis- 
sioned Coopers & Lybrand, one of the . 
Big Eight international accounting 
firms, to improve Pertamina's cost- 
accounting system, sources say. The 
new system, when fully operational, 
is expected to improve cost allocation 
among products, so that the cost of 
producing different products can be 
more accurately assessed. Some even 
suggest that this system might al- 
ready be in place, explaining the 
lower oil subsidy realised for 1984-85 
because of a different method of cost 
allocation. | 
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Pertemind — despite. considerable 
public outcry. 





n his place, Jakarta's technocrats 

installed Maj.-Gen. Piet Haryono, a 
military financial administrator, as 
the new president-director. An out- 
sider, Haryono, was quick to get rid of 
Pertamina's non-petroleum ventures. 
Krakatau and the floating fertiliser 
plant were spun off to the Ministry of 
Industry, while two separate govern- 
ment departments were set up — BPPT 
(Body for the Development and Appli- 
cation of Technology) and the Batam 
Development Authority, both lead by 
Habibie — to respectively absorb Per- 
tamina's advanced technology depart- 
ment and take over the development of 
Batam Island. 

The streamlining and the tightening 
of outside controls on Pertamina, how- 
ever, took its toll. Internal morale 
reached a low ebb, and with its wings 
clipped and corporate autonomy lost, 
the company more and more resembled 
other state companies. Nevertheless, 
Pertamina's finances improved with 
the second round of world oil-price in- 
creases in 1978-79. 

In April 1981, Judo Sumbono, a 
former director of domestic supply at 


Aggregation of costs has long 
clouded Pertamina's finances, Espe- 
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seni ies or Rico ut 
among its directors, sources say, but 
Sumbono's obsession with minute de- 
tail rather than broad strategy, 
coupled with his arrogance, irritated 
many Pertamina insiders. All foreign 
travel, for instance, had to be approved 
personally by Sumbono. 

One important development under 
Sumbono was the completion of the 
LNG trains in Sumatra and Kaliman- 
tan which considerably offset the de- 
cline in oil exports. Still, an inward- 
looking Pertamina was considerably 
slow in reacting to a drastic change in 
the oil markets. And as downward 
pressure on world oil prices continued, 
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his term Eee, Sumbons- w 
placed by Abdul Rachman Ram 
new president-director, charg 
improving efficiency and at the sa 
time accountability, faces a fo bee 
ble task. Ramly's task is made nore 
difficult given the numerous coms 
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put it, "accountability (defined asa 
function of responsibility and au = 
ity) remains a problem. In Ibnu's: 
the problem was one of too musti aL 
thority with not enough responsible 
but in Ramly's case it is the oppo 
too much responsibility with 
enough authority." — MANGGI HABI 
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cially troublesome has been the 
lumping together of costs and re- 
venues of domestically consumed 
products and those exported. While a 
crisper breakdown of costs would en- 
hance Pertamina’s long-run accoun- 
tability, in the short-run it might, 
paradoxically, make the oil com- 
pany’s performance trickier than 
ever to assess. 

For instance, it could allow hefty 
upcoming costs, like those associated 
with the start-up of three new refin- 
ery expansions, to be allocated to 
Pertamina’s more profitable export 
products. That, in turn, would leave 
the state oil monopoly's domestically 
sold products looking more economi- 
cally viable — and domestic fuel sub- 
sidies accordingly leaner — than in 
previous years. 

Anxious Pertamina watchers can 
relax, though; there is little prospect 
of any sudden, wholesale change in 
major accounting policies. Along 
with Coopers & Lybrand, two other 
top firms, Arthur Young and Price 
Waterhouse, were also engaged in 
Pertamina’s accounting overhaul. 
But after thousands of consultancy 
man-hours, Pertamina’s finances re- 
main unauditable. Reams of manuals 
have been produced, but to put them 
into practice would require massive 
retraining of Pertamina’s account- 
ants, and so implementation is scat- 
tered, at best. — MANGGI HABIR 


IT'S THE ONE THING | 
THE SEOUL PLAZA DIDN'T RENOVATE [3 
We've renovated our facilities to provide E 
businessmen with the very best in comfort and S 
convenience right downtown. But there's one | 
thing we didnt have to renovate—our 

worldwide reputation for genuine hospitality. ^ 
Businessmen can choose from 540 elegantly 
appointed rooms and suites as well as nine 
superb restaurants and bars to satisfy and 
delight businessmens tastes. All within walking 
distance of major commercial banking, shop- i 
ping and entertainment centers in downtown 
Seoul. 


If you're a businessman coming to Seoul, stay at 
the Seoul Plaza—where hospitality is | 
something we don't have to renovate. 


Sf SEOUL PLAZA HOTEL 


23, 2-ka, Taipyung-ro, Choong-ku, Seoul 100, Kors 
Tel.: 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax: (02) 756-3610 





* The Plaza — overlooking a centuries-old royal palace. 
For information and reservation: ——— M ee 
E Odner Hotel Representative s Hong Kong: Tel. 5-262251 Taipei: Tel. 5515933 Singapore: Tel. 2383474 
Bangkok: Tel. 2521181 Bi Prince Hotels International Tokyo: Tel. (03) 209-8686 lil Loews Represen- 
tation International New York: Tel. (212) 841-1111 Bl Supranational Hotel Reservations Paris: Tel. 101) 
7581225 
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‘The folly of too much 
fi nancial freedom 


| rom Seoul to Sydney the sails of 
$ financial liberalisation are full, 
Supported by strong winds from Wash- 
ington and London. It is now urgent to 
‘build up the underlying regulatory 
"bulwark lest some boats capsize. No 
one can deny that removing govern- 
1 "ment straitjackets for banking, capital 
— markets and commodity trading can 
É; free up more of East Asia's productive 
‘energies. But without strong public 
‘Supervision, Adam Smith's invisible 
~ hand will run amok, and the result will 
be a heavy-handed return to govern- 

— ment intervention 
overzealous fi- 


"| History proves it. 

St ates, for example, 

nancial liberalisation has often led to 
"irresponsible financing. The typical 
j reaction was a reactive wave of regula- 
tion. The pendulum swung like this 
after the turn-of-the-century financial 
"panics, then again following the Great 
‘Depression. Hongkong's financial 
Crises in the early and mid-1960s — 
| pcharacterised by wildcat lending for 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


needless searching for information. 


ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment 

Name /«— 

Address —.— 





stock purchases and property and poor 
bank management — also led to wide- 
spread legislative controls. In Asia, 
similar patterns could emerge if reg- 
ulators snooze while governments 
move to open their economies. 

Japan's financial revolution is in full 
force, as domestic controls are relaxed 
and the yen is promoted as an interna- 
tional currency. Indonesia has freed up 
interest rates and removed credit ceil- 
ings for its banks. Singapore is ex- 
panding the range of its financial ser- 
vices to include futures and interna- 
tional fund management. South Korea 
is opening its stockmarket to overseas 
investment. Essential as these moves 
are to attract funds for investment and 
to provide consumers the products 
they deserve, danger always lurks 
when banks and 
markets are freed. 

As the financial 
racehorses rush out 
SRS aspe S GL ene 


Jeffrey E. Garten 
manages Lehman 
Brothers' Far East- 
ern investment- 
banking activities 
from Tokyo. 





of the gate, hell- 
bent on taking ad- 
vantage of the new- 
est opportunities, 
credit standards 
and management decisions could be- 
come particularly sloppy. Monetary 
policy could be complicated by new fi- 
nancial instruments which affect 
money supply and credit, and by new- 
found impulses to move funds in and 
out of the country. Bankruptcies may 
cause expensive government bailouts. 
Financial scams, such as the current 
loan scandals surrounding Taiwan's 
Cathay Group or Bumiputra Malaysia 
Finance could mushroom. 


t is naive to yearn for an era free from 

bank failures, stockmarket gyra- 
tions or other financial troubles. One 
cannot have the economic and social 
benefits of capitalism without compet- 
ition and risk, without someone walk- 
ing a tightrope and without someone 
falling off. The trick for public au- 


thorities is to ensure that the gamblers | 


do not bring down the casino on the by- 
standers. 
Today's regulators confront enorm- 




















ous hurdles. They must grapple with 
an avalanche of new financial pro- 
ducts spawned by modern technology 
— from automated banking, to in- 
terest-rate and currency swaps, to 
stock index futures. They must deal 
with markets that are becoming truly 
global without the benefit of agreed in- 
ternational standards for accounting, 
disclosure, or clearing and settlements. 
They must try to oversee specialised 
institutions which are merging into 
general-purpose financial supermar- 
kets, And they must calm increasingly 
panicky depositors who run at the first 
whiff of trouble — witness the drain- 
ing of Continental Illinois even after 
the US authorities announced guaran- 
tees for depositors and creditors. 

They must do all this while trying to 
balance the two traditional concerns of 
efficiency and safety at a time when 
each is more imperative than ever. 
Greater competition, for example, is 
desperately needed in Asia to boost liv- 
ing standards and to expand indi- 
vidual freedoms. On the other hand, 





Cathay Group bank run: capitalism plus risks. 


the risk of a widespread financial 
calamity is now large given the link- 
ages throughout the world economy, 
East Asia has embraced the free-mar- 
ket gospel as preached by US President 


| Ronald Reagan and by British Prime 


Minister Margaret Thatcher. But it 


| should watch carefully what they do as 
| well as what they say. In both the US 





and Britain, the world's two most 
sophisticated and publicly supervised 
financial nerve centres, re-regulation 
is in full swing. 

In Washington these days, for exam- 
ple, standards for banks' capital 
adequacy are nearly doubling, from 
5.5% to 10%. The system for deposit 
insurance is being revamped and the 
activities of savings and loans institu- 
tions are being more tightly controlled. 
Regulators boast that enforcement ac- 
tions resulting in hits to banks’ earn- 
ings grew 400% between 1978 and 
1983. Read the comprehensive report 
of the Task Force on Regulatory Re- 
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tly chaired by Vice-Presi- 
eorge Bush. And feel the shift- 









































bull ing up public "safeguards for 
-every aspect of the financial-services 
industry — including banking, govern- 
ment securities, insurance, commodi- 
ties and futures. 





rom the US, fly to London and stüdy 

the just- -released white paper on 
financial services. "Our existing in- 
vestor-protection laws are outdated 
and incomplete," begins the report. 
“They need to be made more consis- 
tent, more comprehensive. The govern- 
ment will also strengthen the criminal 
law against fraud and enforce that law 
vigorously." 

Regulatory reform is not. limited to 


the Anglo-Saxon world. Bonn.has re- i 
cently passed sweeping amendments | 
to its basic banking laws, forcing, for || 


example, more disclosure, more de- 
tailed reporting 
domestic and foreign subsidiaries and 
stricter lending limits per borrows 
Swiss authorities are calling for better 
publicly available information. regard- 
ing private placements. VT eas 





6 Governments E are 
unable to debate freely and 
* openly the new rules and. 
regula tions will never goin - 
|. A consensus among those | 
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been reviewing overall bank sup 
Sion. Malaysia is tightening 
counting procedures. 
eyed a new deposit-insurance plan. 
South Korea's liberalisation is slow 
and deliberate. For most of the region, 
particularly in the developing nations, 
however, the challenge is even more 
daunting than it is for the West. Gov- 
ernments are bucking the same finan- 
cial trends, but the traditional arsenal 
of regulators' weaponry is poor. 

Market data is not of high quality 
and accounting standards need im- 
provement. The heavy degree of mar- 
ket. concentration, characterised in 
several nations by family-owned con- 
glomerates held together by cross 
holdings and cross guarantees, ensures 
that individual corporate bank- 
ruptcies have national fallout. Finan- 
cial safety nets, such as deposit insur- 
ance, are undeveloped. And many 
basic traditions inherent to a fair and 
efficient market-place — self regula- 
tion and disclosure, swift and impar- 
jal enforcement, . for example — are 









requirements on | 


Te be sure, » many Asian countries: see. 


: . ]. opportunity - 
| | economy at good value prices. And that is 


the aed for caution. Hongkong ry 1 


Thailand has || 


think that the building of a solid finan- 
cial system in which competition and 
entrepreneurship can be accomplished 
without broad economic and political 
| reforms. Countries which lack diver- 
| sified economies will always be finan- 
| cially wobbly. Governments which are 
| unable to debate freely and openly the 
| new rules and regulations will never 
| gain consensus among those being reg- 
| ulated. And do not forget the press. It it 
| is free, and if it is responsible, it is the 
| only watchdog on both government 
and business, and hence the critical 
du ca for investor protection. 





Time and time again, the way 
to make high profits from shares 
has been to invest when the 
outlook is uncertain and sell when 
prices have recovered. 


Today many commentators are 
uncertain about the course of the US 
economy and this is reflected in lower 
share prices. But where they see 
problems, we at Save & Prosper 
International see a good buying 

the chance to buy into the US 





why we believe you should consider 
investing in our Nor th America n Fand now. 


Abroadly balanced port olio 

| North American Fund invests across a 

| broad range of US securities with 

| particular emphasis on companies engaged 
in technology, drugs and healthcare, and 
newspaper and publishing. Itis the 








To: Mr. W. H. Glover, Personal Financial Consultants Lid., 
1301 World Trade Centre, PO Box 30927, 


Causeway Bay, Hong Kong. 


together with a Prospectus. 


Please send me full details of Save & Prosper North American Fund, 
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repression. The real choice i 
tween a free-for-all and over 
tion. It is between controls 
prevent a crisis and those 
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- seems to get a second wind 
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ndonesian Government interest in 
ithe downstream sector of its oil in- 
dustry seems to be reviving. Several 
ambitious petrochemical ventures 
were rephased in 1983: though there 
has been no declaration that these 
plans will be taken down from the 
- shelf, observers point to such signs as: 
» Imposition of import controls on 
petrochemicals late last year. Nor- 
mally the Trade Ministry reserves such 
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Indonesia or just about to go into local 
production. But since October, imports 
—of half a dozen plastic raw materials 
T have been restricted to three state 
trading companies, though none are 
- currently produced domestically. 

> Thenaming of a ministerial commit- 
~ tee — comprised of the 
-. Development Planning 
b d chief, Sumarlin; 
—Mines and Energy 
T Minister Subroto; In- 
- dustry Minister Har- 
tarto and Pertamina 
—president-director, 
-— Abdul Rachman Ramly 
T= to study the petro- 
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ED March where 
x Major international 
T banks and foreign 
— ehemical-project con- 
struction firms gave 
- presentations on financ- 
~ ing prospects for petro- 
- chemical projects. 
-— "These moves have 
- given a new lease of life 
—— to hopes for an early resuscitation of 
-two major petrochemical projects 
Which have been in limbo since the 
1983 belt-tightening: a US$1.6 billion 
olefins complex in Aceh, at the north- 
ern tip of Sumatra, and an aromatics 
refinery in Plaju, South Sumatra. The 
- problem is that, during the intervening 
_ two years, there have been realignments 
2 among the backers of both projects. 
Fir 


A 


i 


As originally envisaged, the olefins 
- plant was to consist of two stages: first 
a  350,000-tonnes-a-year ethane- 
— Cracking plant to convert gas from the 
— Arun fields to ethylene. In the second 
stage, the ethylene would be converted 
into raw materials for the plastics in- 
dustry. The first stage would be man- 
aged by a joint venture between Per- 
tamina and Exxon. Stage two was to be 
built by a private petrochemical ven- 
ture called PT Subentra Multipet- 
rokimia Indonesia, owned by the Panin 
group and businessman Sudwikat- 
mono, à close relative of the president 


Fay: CTO T 


ojects off the s 


4 Jakarta’s stalled petrochemicals programme 





measures for products already made in | 
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and one of the principals of the power- 
ful Liem Sioe Liong group (REVIEW, 7 
Apr. '83). 

Lately, however, the Pertamina- 
Exxon joint venture has come into 
question. Sources report that lingering 
differences about the project's timing 
— with Pertamina preferring an ear- 
lier start than Exxon — broke up the 
venture, so that the state oil monopoly 
now must seek alternative partners. 
Nonetheless, the second stage of the 
project was to have proceeded despite 
the rephased first part. In lieu of the 
olefins ethane cracker, Imperial 
Chemical Industries of Britain would 
provide the ethylene and agree to mar- 
ket the end-products, the plastics raw 
materials. This cumbersome arrange- 


Subroto: studying the projects’ feasibility. 


ment, however, proved slow in getting 
off the ground. 

Impatient with the delay, Sudwikat- 
mono has joined forces with another 
local partner, this time a joint venture 
between the local Roda Mas Group and 
Asahi Glass of Japan, to build an alter- 
native plant producing plastic inputs 
from ethylene. This new project would 
be located on the northern coast of 
West Java, where infrastructure costs 
are less forbidding and the end-user 
market is closer to hand, sources say. 


espite the lower bid submitted by 

Sudwikatmono’s new venture, it is 
not yet clear whether his Java plant or 
the original Sumatra plant will ulti- 
mately win Jakarta’s consent. To com- 
plicate matters further, another of the 
president's relative — his half-brother, 
Probosutedjo — has entered the scene 
by offering to build a wholly integrat- 
ed petrochemical complex in Kaliman- 
tan's Bontang gas fields. Probosutedjo's 
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plication to the Investment Coordinat- 
ing Board. 

The other rephased project, the re- 
suscitation of which is now being 
mooted — the US$1.2 billion aroma- 
tics-refinery complex in Plaju — also 
has two stages of which only one has so 
far been partially realised. The scheme 
involved converting paraxylene 
feedstock into purified terephtalic 
acid (PTA). With the rephasing, the 
project was scaled back to just its 
downstream PTA stage. This part of 
the project is now half completed, and 
discussions are underway about the 
possibility of building the upstream 
paraxylene-producing stage. 

Doubts persist about whether major 
international banks would be willing 
to finance the paraxylene stage with- 
out the same government guarantees 
they were given for the PTA stage. Nor 
were the bankers much reassured by 
the curious exclusion of the finance 
minister from the top-drawer panel 
named to study the 
petrochemical projects’ 
feasibility. Some obser- 
vers wonder if this omis- 
sion might suggest that 
the projects’ financing 
would not in fact be gov- 
ernment guaranteed. 

Nor would all the 
guarantees in the world 
allay many bankers’ 
fears about the econo- 
mic feasibility of the 
projects in the first 
place, in view of the 
massive worldwide 
petrochemical capacity 
coming on stream soon. 
The olefins and aroma- 
tics project may make 
sense from the stand- 
point of Jakarta's com- 
mitment to industrial 
self-reliance and verti- 
cal integration of industry, but even if 
Indonesian thinking is centred on its 
home market rather than overseas, 
there is the question of whether local 
demand could sustain an economically 
sized petrochemical plant. 

With questions like these still un- 
answered, the implementation of such 
steps as the import controls on plastics 
raw materials seem all the more pre- 
mature. Predictably, the measure 
caused quite a furore among the im- 
porters who in the past could import 
these items directly rather than going 
through the state trading companies 
and their nominees. In the event, im- 
port prices have remained stable and, 
in some Cases, even dropped. But end 
users have complained about having to 
pay upfront and additional fees to en- 
sure their allocation. How much more 
these users will wind up paying for 
petrochemical inputs when the pet- 
rochemical plants come on stream re- 
mains to be seen. — MANGGI HABIR 
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Airbus Support Division. 


Wherever you are the excellence of Airbus 
Support keeps costs to a minimum and maintains 
high reliability. 

Worldwide we have 98.6%* technical despatch 


reliability across the whole fleet. And ourtopten MA As . 
operators are averaging 99.2%. Proof that Airbus A Airbus Industrie 


Support works fọr yọu in every way DENE: n Y pM QN ey 





First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 





plastic cup. 
You’re provided with electronic head- 
phones instead of those old acoustic ones. 
You get everything except a surcharge. 
The fare is normal economy. No more. 
Try us next time you fly to Europe. 
We offer you four weekly connections from 


Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 


MU ISAS 


The Businessman’ Airline 











Fuji unlocks. 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan’s largest. 
Our growing network covers 32 cities in 21 countries to help you anywhere, any time. 
Our over U.S. $110 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


d) FUJI BANK 


Tokyo, Japan 








Overseas Network 
Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, 


Sydney, Melbourne, Brisbane, London, Düsseldorf, Frankfurt, Zurich, Luxembourg, Paris, 
Madrid, Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, San Francisco, 
Atlanta, Miami, Toronto, Mexico City, Sáo Paulo 


Walter E. Heller & Company, Walter E. Heller Overseas Corporation 





PHILIPPINE PLAZA 


THE AFFORDABLE MEETING PACKAGE 


THE $43 
MEETING 


Once again, Westin Hotels’ Philippine Plaza, 
Manila’s most preferred hotel, brings you a 
special meeting package. 































From March 1 to September 30, 1985, Manila * 

only seaside resort offers a special package rate 

for live-in conferences with a minimum of 12 

rooms booked. This includes: 

* A special group rate of US$43* per night, 
single or double occupancy. 

* One complimentary suite for the first 12 room 
used, one additional complimentary suit: 
for everv 50 rooms thereafter. 

e Welcome Rhum Trav in each room. 

e Complimentary use of confererx e room, som 
audio-visual and other meeting equipment. 

* Package price of US$15.50 (inclusive of tax 
and service charge) per person per day for 
American breakfast, morning snack, lunch, 
afternoon snack. 

è Plus other special amenities. 


Subject t 





Manila’s only seaside resort, 







Contact Philippine Plaza or the Westin Hotel 
in your city or telex 40443 FILPLAZA 
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American Express and Hilton Reservation Service 
make Assured Reservations easy 


Now with the Hilton Reservation Service and 
an American Express® Assured Reservation, 
VOU have the best of both worlds 

You get immediate room availability and 
rates at any of the 92 Hilton International hotels 
in 77 cities around the world, simply by calling 
your nearest Hilton International hotel and 
quoting your American Express" Card Account 
Number. Or you can have your travel agent do it 
for vou 

And when vou ask for an American Express 
\ssuredl Reservation, vou ll also know that your 
hotel room will be waiting for vou- no matter 
how late vou arrive. But if your plans change, be 
sure to call Hilton hotel or Hilton Reservation 


service before 6 p.m. destination time (4 p.m 
for resorts) and get a cancellation number so 
vou won't be billed 

For easy Assured Reservations at Hilton 
International botels worldwide, call vour nearest 
Hilton International hotel, vour travel agent, or 
American Express Travel Service Offices" 


HILTON INTERNATIONAL 
WHERE THE WORLD IS AT HOME * 


The American Express Card. 
Don' leave home without it. 













. OWNING a hotel in Bengkong 
might beviewed just now as a licence 
cto print money with a continuing 


^| average occupancy. rates running 
. close to 90%. So why are'the control- 
» ling Fu family and other st areholders 





in Hongkong's Furama Hotel - — just | 


. Over a score of them in all — trying to 
offload 25% of the hotel's shares onto 
the public by way of a HK$160 mil- 
" lion (US$20.5 million) offer for sale of 
^. 33.25 million shares? | 
 Nominally, it is because the exist- 
ing shareholders want a wider mar- 


zi 1 ~ ket for their own equity, though why 
=f. such a small number could not ar- 


range a private placement. it any of 


them wanted out is not altogether. 


clear. The real reason is much more 
likely that, with the hotel boom ex- 
pected to peak over the nex 
years and with 1997 looming, r 
probably the best opportuni 
the Fus et al will have to di 
their risk and maximise their profit 
© Not that a purchase of the sha 









being offered at HK$4:80 each (on a 
| prospective price/earnings ratio of 10° 
and a prospective yield of 8.3%) at 


first sight looks like a bad investment 
— for those able to get hold of them. 


Initial estimates were that the offer, | 
which closed on 19 March, would be | 
some 30 times oversubscribed. The. 
570-room hotel, situated in Hong- | 


kong's Central business district and 
. managed by the Inter-Continental 
. group, has enjoyed a respectable 
enough financial performance over 


the past five years with turnover ris- | rch. 
 depreciated at a realistic level is ob- 
viously open to question. But maybe 


ing from HK$126 million to HK$190 
million between 1980 and 1984, and 
pre-tax profit increasing 
 HK$57 million to HK$74 million. 

. The question is over the future for 
^ the hotel industry in Hongkong. 
‘Furama Hotel Enterprises obviously 
takes a bullish view. The issue pros- 
' pectus suggests the local hotel indus- 
try wil “continue to benefit from 
Hongkong's special position as a re- 
gional commercial and tourist centre, 


as well as a gateway to China." And | 


the Hongkong Tourist Association 
projects occupancy rates for all 
hotels declining only slightly to 
around 85% by 1988. (The Furama 
has lagged slightly behind average 
Occupancy rates.) 

But there are grounds for being 
bearish. As stockbrokers Hoare Gov- 
ett (Far East) — who, along with 
managers Wardley and Hang Seng 

Finance, happen to be underwriters 
|. of the Furama, issue — observed in a 
'recent review of : the local property 


Y f 





~ tourist and business-vistor boom and. 








from | 





WE there are "distinct signs that 
the [hotel] industry may run into a 
more difficult cyclical phase." It 
would not be the first time. Comple- 
tions of new, luxury hotels between 
1980 and 1982 resulted in a tempor- 
ary surplus of high-tariff rooms in 
Hongkong. Current developer in- 
terest in acquiring sites for first-class 
hotels in Hongkong points to a “per- 
ceptible bulge" in room capacity and 
heavy price discounting by 1988. 

This supports the theory that 
Furama's founding shareholders are 
offloading now while the going is 


| good. There is a continuing refur- 


bishment programme which is said to 
be "comfortably within the financial 
resources of the company" though 
the costs have been capitalised in the 
accounts and are not quantified. 

The offer price capitalises the 
Furama at HK$638 million which is 
pretty close to the HK$667 million 
valuation put on the hotel land and 
building by Jones Lang Wootton 


(JL'W) as at 28 February. Net tangible 


assets a share come out at HK$5.27 


A iodestly above the issue price) on 
the basis of assets in the company's 


books as at 31 December 1984 plus 
the JLW revaluation. But the Furama 
l incorporating the revaluation 
its accounts — mainly it appears, 







because that would throw up a much 


ater depreciation charge than the 
ie million. or so paid in 1984 (on 


2: luced the forecast profit of at 
least qo 8 million for the year, to 





it does not matter too much if the 


company has one eye on 1997 and 
| another on Maximising dividends. 


The prospectus forecasts total di- 
vidends of 40 HK cents a share for 
next year, assuming that earnings are 
maintained only at the current year’ S 
level of 48.cents. The hotel has in fact 
been used as a milch-cow for. di- 
vidends in the past few years, espe- 


cially in. 1984 with the payout ex- 


ceeding earnings in the nine-month 
accounting period to 31 December. 
The founding shareholders appear to 
feel they can accelerate even that 


generous income stream now by sell- | 


ing a chunk of the equity. Cash-in 
while you can may be good for the 
present owners and for stags of the 
issue but longer-term investors 
should think twice. - 

€ THE battle for Wheelock Marden 
is over, with Khoo Teck Puat selling 
out ata handsome profit | to Sir Yue- 
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| price the more difficult it will be 
| tidy up Wheelock, for example e 


| they stand. Chances are that all s 
| opt for a quiet life and accept the « 


transfers. Hidden reserves. are 
| stacle to peer bankin 







bonc Pao' S Hong Kong & K 
Wharf and. Godown after the iz 
took its take above 50% by buy 
the market. But the story is n 
the offer document is out, sh. 
ers will still be waiting to see 
advice they get from East Asia 
burg as to the value of thei 
The likelihood of their ri 
ing retention of their s 
quoted subsidiary of Whi 
mote. But advise they must 
basis of their valuation. ' 

goes for advisers to Allied Inve 

Apart from. anything els 

shareholders will be i 
know whether their board 
making a wise investment. Alth 
presented as a battle betw een 
and Pao, Pao was, in fact, using 
lic-company money while Khoo w 
not. The bid has done no good. 
Whart’s price, now down to HK$5 
close to its low this year, from a f 
cent peak of HK$7. The lower 































































changing its paper for the mina 


| in cash-rich Realty Development: n 
| Hong Kong Realty. As for those w 
| shares in still-suspended Wheel : 


Maritime, they have little idea v 


fers on the table without fuss. But 
possibilitv of a spirited clash bet 
the advisers cannot be ruled out, 
ticularly on the past and prese 
treatment of Maritime by its pa: 
and its directors. | 
€ THE sale of Sun Hung Kai Ban. 
Arab interests removes one 
banking counter just at a time w 
the quoted banking sector is bes 
ning to look interesting. Perc 
profit increases for 1984 are 
likely to bein single figures, anc 
will be minus, But most of theh 
of the property bust have now P 
absorbed and though loan deman 
growing only slowly, there is plents 
of future potential. But the sector: 
cannot ignore the likelihood that the. 
package of banking reforms nowe 
being considered will, apart frome 
measures to make liquidity ratios: 
more meaningful, result in increases. 
being required in some banks’ equity. 
Which might mean rights issues and 
low-dividend payouts. 

One of the problems of hidden. ri 
serves is that the public ean 
guess at which banks have i 
hidden away to meet major: 
increase requirements by i 
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Corporate hybrids 


Three British planters join forces in Indonesia to save 
money and strengthen their management 


By James Bartholomew in London 


|: a deal which testifies to a modest 
renaissance among British planters, 
three British plantation companies are 
to pool their Indonesian assets and 
launch a new public company. This is 
the first time since 1927, the sponsors 
believe, that a new Far Eastern plant- 
ation company has been brought to the 
London Stock Exchange (LSE). In the 
22 years before 1927 (a golden age for 
British-owned plantations) no less 
than 80 such companies were floated. 
Although the new one is unlikely to 
spawn a host of imitators, several other 
new plantation companies could fol- 
low in the next few years. 

The three companies pooling their 
Indonesian resources are R. E. A. Hold- 
ings, Anglo-Indonesian Corp. and 
Plantation and General Investments. 
These are all companies run by the new 
generation of British planters, gener- 
ally young and financially oriented. 
The company they are creating will be 
called Anglo-Eastern Plantations. 
Once their Indonesian assets are put 
into it, about a third of the company’s 
shares will be offered to the public and 
it will be quoted on the LSE. 

There are two main reasons for this 
move. One is that the biggest Indone- 
sian assets of these companies are ad- 
jacent to each other in a plantation 
they have been developing jointly. This 
is a 6,000 ha concession in North 
Sumatra called Tasik. The companies 
are well into the process of hacking the 
plantation out of the jungle and plant- 
ing it. They also have prospects of de- 
veloping another area of 19,000 ha in 
Riau, adjacent to North Sumatra. 

The sponsors of the new company 
say the Indonesian Government agreed 
in 1980 to make this much land avail- 
able for planting, but the exact loca- 
tion has not yet been settled. In this 
development, the three companies 
would again be cheek by jowl, with 
agreements on working together. 

The second reason is that the com- 
panies need the extra money which is 
to be raised by the share issue, in order 
to pay for the development. They are 
going through their period of greatest 
negative cash flow on the project, be- 
cause they still have the expense of 
more planting, while crops sown ear- 
lier are not yet mature enough to har- 
vest. Asked why they did not raise fi- 
nance some other way, one of the exe- 
cutives involved said bankers had in- 
dicated they were not keen to lend term 
funds for plantation development in 
Indonesia, since it is not possible to 
offer the agricultural land in Indonesia 


92 


as security for borrowings. The three 
companies might have been able to 
commit even more of their own re- 
sources to the project, but this would 
have meant being imprudently over- 
dependent on one project. 

The flotation will raise the sterling 
equivalent of US$7.5 million net of ex- 
penses. The existing shareholders of 
the three companies will have prefer- 
ence in applying for the new shares, so 
other members of the public may find 
there are not many left. The shares will 
be a unique investment vehicle be- 
cause the investment itself is held sole- 
ly in Indonesian plantations. Indone- 
sian plantation acreage is about 40% 
cheaper than in Malaysia, and it is far 
from clear that there is extra political 
risk to justify such a discount. 

The Tasik development and this flo- 
tation show that it is possible for Bri- 
tish planters to start increasing their 
acreage after years of decline. They 
have been expropriated in Sri Lanka 
and made to sell much of their interest 





in Malaysia (REVIEW, 24 Jan.). But in 
this project, a way has been found, 
through minority local ownership of 
the venture and nominal local owner- 
ship of the land, to assuage national 
sensitivities, while bringing in foreign 
management and finance. 

This arrangement could be a model 
for further expansion of British plant- 
ing in the Far East, with one of the 
sponsors talking about Papua New 
Guinea as a possible country where 
something similar may occur. Beyond 
that, China is clearly a candidate. 
Perhaps one day soon a company call- 
ed China Plantations will be offered 
for public subscription. 


Finance Hollywood style 


The introduction of a fourth partner to the Sun Hung Kai 
clan casts doubts on the group’s marital stability 


By Philip Bowring in Hongkong 

t was time for changing part- 

ners again as the latest episode of 
the Sun Hung Kai soap opera was 
screened to Hongkong investors and 
bankers on 19 March. Stay tuned in 
for the next episode: will the Fung 
family dynasty reassert itself? 

The news was that Sun Hung Kai 
and Co. (SHKC), currently owned by 
Hongkong financier and company 
founder Fung King-hey, Merrill 
Lynch and Co. (ML), Compagnie 
Financiere de Paris et des Pays-Bas 
(Paribas) and the public, was selling 
Sun Hung Kai Bank (SHKB) to Arab 
Banking Corp. (ABC) for HK$360 
million (US$46 million). ABC will 
also inject into the bank HK$372 
million in convertible loan stock at 
8%. 

At the same time, Fung himself will 
convert a HK$120 million subordi- 
nated loan to the bank into shares, 
giving him 25% of an enlarged 
equity. He will stay as chairman. 
ABC’s Singapore branch general 
manager Ahmet Arsan (an American, 
who had previously been head of 


Asian operations for First Chicago) 
will be the new managing director. 
SHKB has 16 branches, including its 
head office, in Hongkong. 

ABC, which has net assets of 
US$1.1 billion and total assets of 
US$12 billion is headquartered in 
Bahrain but owned by the govern- 
ments of Kuwait, Libya and Abu 
Dhabi. Up until now, it has not had 
any operations in Hongkong though 
it has a branch in Singapore. It is the 
second major foray by Middle East 
interests into Hongkong's local bank- 
ing scene. Bank of Credit and Com- 
merce International has a substantial 
branch network, having bought 
Hongkong Metropolitan Bank in 
1979. 

SHKC's sale of its banking interest, 
which constituted nearly half of its 
book net assets, follows the disposal 
earlier in March of its 20% stake in 
Hongkong's TVB for HK$480 million. 
Thus, after many travails Fung's 


flagship is back to its core business of 
share and comm . broking and 
trading and with a balance-sheet that 
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Japan jaconsiders i an h old idea for a new yen-denominated 
market which may, benefit smaller domestic institutions 










"he current wave of T 
. liberating dup S- Tinay 


one of the less- -populgj propo 
around. A committee to study the. 
has been formed under a former 
minister of internationaf" ‘fink 
Yusuke Kashiwagi (now Dinan. of 
the Bank of Tokyo). While Kashiwagi 
and his men are at work, the Ministry 


of Finance (MoF) itself will exire 


ps EELSE 


the offshore-market idea. 


‘Such a market could not be expected 


to flourish without a number of inceh- 
tives, such as the waiving of withhold» 
ing tax and stamp duties on offshore 
deposits. But this now looks legs’ dif- 
ficult than a few months ago. A póssi- 
ble precedent for giving favourabletax 
treatment to Tokyo-based offshore 
transactions was created in January 
when the MoF decided to lift withhold- 
ing tax on Euroyen bonds issued by Ja- 
panese residents in other offshore mat- 
kets, such as Europe. v 


The idea of starting a yen-denomi- 
nated offshore market in Tokyo origi- 
nated in the late 1970s as a means of 
bypassing the apparently insuperable 


obstacles to liberalising domestic fi- 


nancial markets. The project was 


. championed by a retired vice-minister 
of finance for international affairs (not 


Kashiwagi) and welcomed by Tokyo's 
frustrated foreign-banking communi- 
ty. 

Coolness among working MoF 
bureaucrats and active opposition 
from the Bank of Japan (BoJ — the 
central bank) combined to defeat the 
plan. One of the problems was a BoJ 
fear that the freedom necessary to an 
offshore market would seep into the 
domestic sector, weakening its own 
authority. 


W. hen Japan began liberalising its 
domestic-banking system under 
pressure from the United States at the 
beginning of 1984, the offshore-mar- 
ket idea again failed to get a look-in — 


rector. arei of the MoF. 
tional Finance Bureau, 
liberalised.offshore-yen mar het 
a useful addition to Tokyo's repe 
of financial markets, pending 
domestic libéralisation: (whieh 
still take years} Having an o 
market m Tokyo could be particul 
valuable for small. Japanese final 
institutions which arenotinap 
io open overseas branches 
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. but 
tomers of which need access to Ein 
ven funds. 

The way the offshore market ich 
now being talked about implies t 
will be based on the New York ri 
than the London model: that is, it 
be insulated from. rather than it’ 
grated with, other kinds of transag 
tions. 

The MoF claims that a Tokvo-base¢ 
yen-denominated offshore market w 
not compete with the (mainly) US g 
lar-denominated offshore market 
Singapore and Hongkong and th 
need not be seen as a thre at did : 
dos inter ots. int 
tiv e, Ahe fae a a. a Tok, Ze 9 
shore market would be one more. 
towards making Tokyo the major 
nancial centre for East Asia. 
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Buck to square o..e 


Singaporean worries deepen as a prime 
site in the main tourist area fails to sell 


By V. G. Kulkarni in Singapore 
long Singapore's prestigious shop- 
ping area on Orchard Road, amid 

five-star hotels and swanky depart- 
ment stores, lies a vacant lot of 28,322 
m2. In this land-hungry island, the 
prime site — the last one yet to be de- 
veloped in that area — should be be- 
sieged by eager realtors. But when the 
parcel, named Orchard Square, was 
put up for sale on 13 March, it drew 
only one bid — which was later invali- 
dated. 

Analysts say the fiasco was the result 
of bad timing on the part of the owner 
of Orchard Square, Ngee Ann Kongsi 
— a Teochew Chinese clan association. 
Had Orchard Square been put on the 
market in the early 1980s, it would 
have been snapped up at a good price. 

But Ngee Ann was not able to move 
the site at the time, having agreed in 
1981 to lease it for 99 years to Metro 
Holdings, a major local retail chain. 
When Ngee Ann had second thoughts 
about the lease, a legal hassle ensued 
which was not settled until 1984. 
Under the agreement, Ngee Ann could 
sell the site, giving Metro 27% of the 
proceeds, or Metro itself could buy it if 





CURRENCIES 





it were the highest bid- 
der and get a 27% dis- 


count off its bid 
price. 
By the time the 


agreement was ham- 
mered out the property 
market was already on 
the downturn. As Ngee 
Ann is a non-profit 
association governed 
primarily by businessmen having their 
own interests, not to mention Metro's 
involvement with the property, it 
was decided to bring in the gov- 
ernment’s Urban Redevelopment Au- 
thority (URA) as tender organiser. The 


URA announced the tender terms in | 
of more | 


December at a meeting 
than 100 developers, architects and 
brokers, 

As the announcement came a week 
before the last general election, it was 
believed the government was talking 
up the sale to boost voter confidence in 
the local property market, which has 
been plagued by oversupply and de- 
pressed values. Private developers 
added their weight by indulging in 


Chinese exchequers 


The BoC president is fired as the State Council 
tries to tighten up financial management 


By Mary Lee in Peking 


in Deqin, the president and vice- 

chairman of the Bank of China 
(BoC), has been replaced without any 
public explanation, though it is be- 
lieved he was sacked because he failed 
to comply with State Council direc- 
tives to cut back on discretionary pro- 
duction bonuses paid to workers. Jin 
was replaced by the bank's first vice- 
president, Zhao Bingde, just before the 
spring festival on 20 February. Sources 
also said Jin was severely criticised in 
an internal Chinese Communist Party 
report in mid-February. A spokesman 
for the BoC told reporters that Jin had 
been replaced by Zhao "in a job move 


cerned with the spread of illegal 
foreign-currency speculation and 
hoardings, the payment of generous 
bonuses regardless of profit growth 
and profligate spending. 

In a circular issued on 13 March and 
published nationwide five days later, 
the State Council decreed that profits 
gained from unauthorised use and ex- 
change of foreign currency (including 
speculation and black-market ac- 
tivities) were illegal and would be con- 
fiscated, while “foreign-exchange as- 


| sets garnered illegally may be frozen." 


, 


which is common in China." Jin's new | 
| amount already extended" — presum- 


position is not known. 

Jin's removal coincides with State 
Council's attempts to tighten financial 
management in government depart- 
ments and state-owned enterprises. 
The government is increasingly con- 





Bank loans used for such illegal ac- 
tivities would be cancelled and “bor- 
rowers will be expected to repay the 


ably immediately. 

In addition, the directive states 
clearly that "circulation of foreign 
currency of any kind is banned except 
in areas [such as the four special eco- 


Orchard Road: elusive magic. 





Property tycoon 
Ng Teng Fong, 
head of the Far 
East Organisation 
which owns several 
buildings on the 
Orchard Road 
tourist shopping 
belt, declared that 
he would soon raise 
rents in his com- 
mercial properties. 
He added that his 
outfit was keen on 
bidding for the Or- 
chard Square site, 
because, “there is 
magic in Orchard 
Road.” 

Market speculation had it that sev- 
eral developers were also eyeing the 
site, the reserve price of which was 
rumoured to be  S$200 million 
(US$87.7 million). But Far East Or- 
ganisation turned out to be the solitary 
bidder. A spokesman for Ng was 
quoted in the local press as having said 
that his bid was “over S$200 million.” 
But Ng's bid was invalidated because 
it was not accompanied by all the pro- 
per forms, according to a URA spokes- 
man. 

How an experienced developer such 
as Ng came to make an incomplete bid 
was unclear, but the dismal showing 
punctured developers’ hopes of breath- 
ing life into the inert market. oO 





nomic zones], hotels and shops 
have state permission to accept To 
currency." 

For the first time, the State Coun- 
cil also said that “black markets 
in foreign currency and foreign-ex- 
change certificates [FECs, which for- 
eigners must use to settle most of their 
bills in China] will be banned and 
groups that indulge in foreign-ex- 
change speculation will be penalised." 
Black markets in FECs have cropped 
up all over the country. 

So far, there has been no reference as 
to what role the BoC — which is still 
the leading financial institution hand- 
ling the country's foreign-exchange 
transactions — should play in the 
emerging liberalisation of the econ- 
omy. The loosening of controls has 
created many loopholes or *unhealthy 
tendencies" seen as threatening th« 
success of reforms. 

Foreign bankers in Peking say it i: 
significant Jin should be removed 
when he is not due for retirement, anc 
when he has only been in the job since 
August 1982. Having previously beer 
general manager of the bank's London 
branch, Jin was regarded as possessing 
the necessary experience for the task o! 
managing China's foreign-exchangt 
institution. 


ign 
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Group Corporate Policy | H 
* Finances improved by d disposal. 
pary of non-core assets -on 
"million. ^ e Core businesses reorganised into 
paces per share 16. 5 cents. three autonomous subsidiaries 













































































T — Property, Food and Hotels | T 
Profit Attributable to., - è involvement in joint ventures Property x 2 
Share holders "ENT eee | | Supply and bmi gg 
Profit of HK$50 million after net * Properties developed for sale Hong song ence 
extraordinary losses of HK $304 reduced P .  HongKongC 
< million. First attributable profit | E completed last J june. Total 
-.*. since 1982. e Group Finance | commercial investment port 
ee TON ie * Hongkong Electric shares sold now 5 million d ft ~~ Over f 
d S, avene ora ee . for HK$ 2,900 million in cash. let. Ex ieu. and | 
mee ha is dd d n * Peak borrowings contained at House re | 
PE OnAIR eee HK$ 14,800 million as at year 1985 
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Surplus of HKS 116 million, arising." .« Total borrowings now under diea acis 
: from independent revaluation of es u HKS 12,000 million Bde ieee Dai in Farm 
investment S credited Lo "Total facilities au ble ond sful year a% >a y fo om 
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Prospects 

Political uncertainty removed... 
Economic indicators encour 
Stock market has performed 
ER ; " | milio, Property market showing 
Operating profit "E RN m |. welcome signs of recove 
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investment properties, food and hotels 








oimón Keswick 
Chairman | i 
Hong Kong, 14th March, 1985 


Properties developed for sale 







Financing charges (net) 















Profit before taxation 











| Profit after taxati on and minority interes 





. Extraordinary items | "s : 
a Profit/ (loss) attributable to shareholders 











hr Long term liabilities Alexandra House, Hong Kong 
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Shareholders’ funds 





Earnings per share 






' Dividends p. per share 






Netasset value per share — undiluted . 
— diluted . 














#4 FROM AUSTRALIA 


* aleader in high technology hospital and medical equipment 






Australian hospital and medical equipment has Ask the expert who knows Australia 
long enjoyed a world-wide reputation for its efficient, 
reliable performance. Now high technology has 

added a further dimension to the Austrauan product. 


For details of suppliers, phone or telex 
the Australian trade Commissioner at: 


It has brought forth many major innovations. A bionic Bangkok, 2860411, telex 62621, 

ear for deaf people who get no benefit from vom. 92 2 bremen bc. 
conventional hearing aids. A discerning volume joe p eri eos 
intravenous therapy system. A heart pacemaker that Kuala Lumpur, 423122, telex MA 30260 
can "talk" to doctors. A dedicated blood viscometer Manila, 874961, telex PN 63542. 

for both routine haemotology and the research bi SPA TO tat din zo: 
laboratory. Novel ocular surgical equipment. Ultra- a, , TO'GX | 
sonic scanners for both whole body and specific Seoul, 720 0871-9, Telex K23009. 


i ; Singa , 7379311, telex RS21238 
organ screening. Computer controlled anaesthetic TOKO, 582 7231-9 telex 242 2885. 


apparatus. Advances and discoveries in micro 
surgery, bio-technology, in-vitro fertilization. 

These are some examples of high technology that 
are keeping Australia to the fore in research, design 
and manufacture of a wide range of equipment for 
hospital and medical use There have also been many 
developments in the other more basic forms of 
equipment. If you're looking for new hospital and 
medical equipment find out just what Australia has 
available by contacting the Australian Trade 
Commissioner. 


Australian technology finds a better way 
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Ultrasonic tissue scanner offers 
improved resolution. Photograph 
taken at Westmead Centre, Sydney, 
Australia 


Heart pacemaker sends radio signals 
enabling regular monitoring of 
performance 


nN 


Sophisticated, electronic cardiac 
monitoring central station for up to 
10 beds 
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Land turns around 


Hongkong Land is sufficiently confi- 
dent of having “turned the corner” 
(from loss-making to profitability) in 
1984 that it is going to shareholders 
for HK$750 million (US$96.2 mil- 
lion) of fresh funds. Land is unable to 
make a normal rights issue, having 
paid only nominal dividends of 1 HK 
cent.a share for the past two years. 
.. The preference shares being offered 
by way of rights, on the basis of one 
for every 10 ordinary held, will carry 
a guaranteed annual dividend of 34 
cents a share. But the cost of around 
HK$51 million a year in servicing this 
preference capital will be more than 
offset by the savings of more than 
HK$100 million annually in servicing 
debt which the new equity replaces. 
The preference shares each carry a 
warrant to subscribe to ordinary 
shares at a later date. The issue will 
help reduce Land's gearing (ratio of 
debt to equity) to 72% compared with 
more than 100% a year ago, and that 
ratio will fall even further when 
existing warrants issued with Land 
loan stock are exercised. 


Following two consecutive years of | 
losses attributable to shareholders, . 


Land moved back into profitability 
in the year to 31 Dec. 1984. There was 
a profit of HK$50 million at this level 
compared to a loss of HK$1.28 billion 
in the previous year. Profit after tax 
came out at HK$354 million com- 


-~ pared with HK$168 million, but the 


recent sale of Land's major stake in 

Hongkong Electric was mainly re- 

sponsible for net extraordinary losses 
- of HK$304 million. 

‘Despite “significant progress” 
made in 1984, to the point where pro- 
jected cash flow over the next four 
years is expected to “support cur- 
rently proposed capital expendi- 
ture,” Land does not yet consider its 
earnings sufficient to justify payment 
of more than the nominal dividend 
it has paid during the past couple 
of years to maintain its trustee 
Status. 

Land’s operating profit from in- 
vestment properties, food and hotels 
was virtually static at HK$1.43 bil- 
lion in 1984, which disguised a good 
performance by food (the Dairy Farm 
group) and hotels, 
Hongkong, and a drop in commer- 

cial-property income from HK$921 
million to HK$838 million — which 
in turn reflected adverse rent rever- 
sions (slower growth in rents) in the 







three-year period from 1981-84, 
mainly in E ongkong. 
Chief executive David Davies be- 


EE CX 


especially in- 


sions will reflect the 
underlying improve- 
ment now being seen th 
in Hongkong com- Td 
mercial rents. Land's 
entire portfolio of in- 
vestment properties 
(including those over- 
seas) was indepen- 
dently revalued up- 
wards by HK$116 mil- 
lion at the end of 1984, 
reflecting mainly an 
improvement in Hong- à 
kong values. Davies | TSE 
also believes there is | EXchange oc 
"upward potential" 
for Land's profit-and-loss account 
overall and that this will show 
through chiefly in 1986 and 1987. 
Financing charges rose last year 
from HK$831 million to HK$1.18 bil- 
lion reflecting rising levels of debt, 
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billion of “non-core 
asset" disposals dur- 
ing the , past year 


stake). Financing 
charges are expected 
to stabilise. around 


first phase of the 
major Exchange 
Square development 
in central Hongkong 
has been completed, 
though Land is re- 
vealing nothing yet on 
how the letting of 
> this development is 
ung snence progressing. The gen- 
eral provision of some 
HK$2 billion made last year has 


reduced any deficit in the current 15 
market value of Exchange Square T 


and the value which Land is carry- 
ing it at prior to letting. 
— ANTHONY ROWLEY 





-OCBC boosts profits 


Oversea-Chinese Banking Corp. 


(OCBC) of Singapore posted a 6% 


rise in net profits to S$121 million 
(US$53.3 million) for the year ended 
31 Dec. 1984. The directors' state- 
ment did not give any breakdown of 
profit centres nor did it review the 
performance for 1984 or give a fore- 
cast for the current year. 

Although market analysts had ex- 
pected a much higher profit growth, 
the OCBC group — which is the most 
conservative of the big four local 
banks — may yet prove to be the only 
one among them to show a profit 
growth for 1984. A final dividend of 
11 S cents was declared, one cent 
higher than in the previous year. 

— V. G. KULKARNI 


First Pacific plunges 

First Pacific Holdings (FPH), holding 
company for the financial-service ac- 
tivities of the First Pacific group con- 
troled by Liem Investors of In- 
donesia, reported unaudited earnings 
of US$6.12 million for the year ended 
31 Dec. 1984 — a drop of 21.6% over 
the previous year. 

FPH underwent a reorganisation in 
July 1984 and the latest profit repre- 
sents a slight increase over the fore- 
cast at that time. Fully diluted earn- 
ings declined even more sharply — by 
50% — last year owing to the drop in 
overall earnings and a "significant" 
increase in the weighted-average 
number of shares on issue. 

FPH's principal banking invest- 
ment, Hibernia Bancshares Corp. in 


the United States, enjoyed an in- 
crease of 63% in net profits during 
1984 to US$4.07 million (with assets 
growing 10.3% to US$1.15 billion), 
but net income for FPH's commercial 
banking activities overall declined. 
This apparently reflects investments 
in the various holding companies 
through which Hibernia is held as 
well as payment of preference di- 
vidends to the formerly controlling 
Tobin family. 

Meanwhile, First Pacific Finance, 
which is now a wholly owned 
subsidiary of FPH, suffered a 42% 
drop in earnings to US$1.39 million 
during 1984 and a decline in assets, 
reflecting a "new emphasis on less 
asset-intensive merchant-banking 
activities." 


Marcopper in the red 


Marcopper Mining Corp. of the Phi- 
lippines incurred a net loss of R113 
million (US$7.03 million) in 1984, 
which more than wiped out the pre- 
ceding year's net income of P10.56 
million. Company president Garth 
Jones blamed the reversal on low 
metal prices, smaller production and 
shipments, higher operating ‘costs 
and heavier financing charges. 

It made amortisation and interest 
payments of an unspecified amount 
on foreign loans which fell due on 
4 Apr. 1984, but defaulted on pay- 
ments of US$3.58 million which fell 
due the following 4 Oct. No details of 
the payments were given. 

The outstanding external debt of 
the company stood at US$29.33 mil- 
lion. — LEO GONZAGA 
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ONGKONG: the "ene took a sharp correc- 
on, extending the previous: period's decline. 
The Hang Seng Indéx-lost more than 5% of its 
value to close the period at 1,310.47, bucking 
hartists' predictions. Turnover fell to a daily | 
erage of HK$242.16 million (US$31 million) as 
peculative interest receded with the settling of 
takeover of-Wheelock Marden, now firmly in 
he hands of suitor Hongkong and Kowloon 
iàrf and Godown. Rumours (subsequently 
firmed) of Arab interest in acquiring a major 
in Sun Hung Kai. Bank failed to lift market | 
ment, though parent company Sun Hung 
nd Co. rose marginally to close at HK$1.88 
Mar. against the general trend. 































































YO: Financial shares dominated the 
Banks, oe and: "insurance Stocks 





lh PELA Jones Feed spent most ‘of 
iod slightly below the 12 500 level, rising 


Or! period declined to 390 milltan shares. 

ishi Heavy Industries, witha weekly trad- 
ume of 129 million shares, was the most 
share. Tokkin funds remained active, 
| some analysts contend that their market 
“was overstated. The funds account for 
(^o of market capitalisation. 





HY APORE: The market took another beating 

h the Fraser's Industrial Index losing 52.08 
its to close at 4,610.41 on 18 Mar. Much in- 
st centred on the Orchard Square tender — 
ist major parcel of undeveloped prime site 
büt as the lone bid was declared invalid, 
of Metro Holdings, which expected to. 
te. a killing from the sale, shed S$1.42 (63 US 
ts) Average daily turnover of shares 
unted to 12.99 million units. 


. LUMPUR: Once again the period 


ed on a distinctly weaker note as prices fell 
ross the board in quiet trading. While a few 
ational issues went against the trend, profit- 
g m the absence of follow- CE pon 
















MANILA: The n mining EN m below the 
00 level for the: first. time amid talk that some 
key miners lost so b: ast year that they would 
eed a government bail-out, The index was off 
4.95 at 698.99 points. Among those priced lower 
were Atlas and Philex. Surprisingly, Lepanto 
eld steady despite a breakdown in its copper- 
'oncentrates roasting plant. The commercial-in- 
dustrial index rose 6.98 to 126.97 points as a 
-modest depreciation in PLDT was more than 
/fífset by a sharp upturn in Globe-Mackay. A. 














ECLINES were Sharper then | gains among Asian markets i in the period | to 18 Mar. - 
th Hongkong taking the heaviest drubbing: Other big losers included Singapore. 
d Malaysia. The On» substantial r rise was in Tokyo. 


jain by ome Philodrill pushed the oil © | | 






index up 0.028 of a point to 0.602. Were it nof der 
“negotiated deals in: San Miguel, the market 
would have experienced a most miserable 


period. Only 120.413 million shares worth P24 
, million (US$1.3 million) changed hands | 


AUSTRALIA: The exchanges maint ne 


good tone through the period, ‘resisting a 





downturn in line with Wall Street. Consistent. 


overseas buying and steady local interest helped 
the trend. The Australian All-Ordinaries hit 
194.6 points on 15 Mar., coming close to the all- 
time high of 799.1 reached i in February but shed a 
few points on 18 Mar. to close the period at 790.2. 

Aggressive buying in takeover target Wormald 


International and heavy buying in Hooker Corp. 
provided highlights for the period. The oil and ` 


| gas sector added 10 points over the period to 
close at 534.8 while the All- Industr ials put on 5.9 
points to 1,165.3. 


NEW ZEALAND: High Interest rates and tight 


liquidity maintained the downtrend initially. 


Reserve Bank purchases of short-dated paper 
then injeeted enough liquidity to set interest 


rates tumbling. Good interim results from mar- 
ket leaders Brierley and Fletcher Cha lenge 





helped to bring buyers back into’ th 
at the close, prices were advancin 
Turnover was generally light. _ 


BANGKOK: The bulls: bitin ed to have the 
upper hand at the Securities Exchange of Thai- 
land. The Book Club Index_picked.up 0.61 of. a 
point to close the period at 127.88. Top gainer for 
the week was ITF. Losers included Aokam Thai, 
Union Asia Finance and BATA. Volume shot up 
to 5.66 million shares valued at Baht 401.3 mil- 
lion (US$14.3 million) or à i daily average of Baht 
80.3 million. 


















TAIPEI: "Both the dnd price index and 
average daily turnover declined on the period. 


The index closed down 14 points at 800.82, under 


profit-taking pressure from investors taking ad-. 


vantage of the short-lived rise above 820 in the 


previous period. The cement-shares index 
showed the biggest loss, dropping 5.2% to 
256.20, followed by construction materials, 
which fell 4.5% to 362.69. Average daily turn- 
_over was NT$833 million (US$20.8 million). 


| SEOUL: Starting the period on a lacklustre 


note, the market gathered strength through the 


period, ending 1.17 points up at 134.28, with. 
daily average trading rising by 499,000 shares to - 


12.97 million. Worries about the economy con- 
tinued to hold investors back, while. the an- 
nouncement at the end of the period that eredits 


amounting to Won 26 billion (US$23.8 million). | 
would be granted to securities companies by the | 
Ministry of Finance is expected to raise pricesán | 
coming days. Owing to good results reported, |. 


transport equipment performed best, up 7.75 
points, . followed by steel, 
Falling the furthest was fabricated metal, ! 
281. » 
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and social and cultural ndmarks. Each section has 
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experts... | 










every year. Medica week, the Revie : ents 
provide on-the-spot reports from every major ‘Asian 
capital. From Islamabad to Tokyo, Peking to Canberra - 
and virtually every area of interest throughout Asia. ‘This i- 
leading team of writers, o Find andresearch — 
staff contribute (as They hav 26 

keep the Asia Ma icut 









HKS45/US$6/ VEA. 


TUA cca 


* 


To: Publications Division, 
. Far Eastern Economic Review. 
GPO. Box 160. 
o Hongkong 





: Pi pee rushi the copy/copies. of ihe Asia 1985 Yearbook as 
indicated. i enclose a cheque/postal order for 


ies te BS ms ee in TR WORE i a Can IO SAL oe Ue tw ey ye a ee od, Cee EIOS SEE ub US. SES BY Oe o^ c ss oe Oe 

Sg eo Lets RL ete KOR eee AS rhe ae Tey fe: Se Fists He; Gea tee Sh oh MEE E MA age EE M 
fe dn ee cal cg, Pe 9o AC ce ky se ad SP d X T ce Se ee OSE a we RE er (ca Arval GR de ee rs EU oy ES d 
dide cd pue al ORO IS ae Oey CRE, ep OK Ee: oe ee GAS ss X bu; Se ee ce o ML A en ee di iR tere a Mace UO ad Sat 


"eroe ak fe, i am e a Ca TD RN ORS OR TS oe ee OF 


Foie hes) X UA! ke Wo a a ae, ge Se GRO ose dk Cel cw. Wr am ae ai ee LR RS a at xo es oy 


Asia 1985 Yearbook (Soft Govér)- 
Price: Hestau 95£16. ee each © 


No. of copies” aiuu 2. Dy surface D | by airmail" 


Asia 1985 vorov (Haid Caver) 
Price: HK$200/U5$25. 95/£20/S$56. 50/M$60 each | 


No, of copies uo TE ‘by surface 


3 ‘For airmail delen. please add: HKS45/US 
M$13. 50 per copy - 





43 by airmail” - 
/£4.50/8$12.50/- 














P 















" Soo de nea d onp Banking Corp. for barknità selling tates d x 
OU 7 ofica rales whenavallable on the Hongkong market. Futter Eie tot anit - ! 
eee rates SURES ond Intemational markets. a 


S white tob 


it} £4tonne — (2 MS a kg. 
(7) USe a 56 b bushe 


pied ^on oem Ds 


"985. 
international Reserven (5) 


% change previous 3months | 
Money Supply (3) 
, % change previous mont 

% change year ago — 


18) USS a torine 


PFA | 

Kuala Lumpur 
London 

2.088—2 090 


Kuala Lumpur : 
5 330-—1,335 
t315-—1 3225 
Londen e 


1 18.20—118.40 kj 


186.50— 187. so l 


2080—2082 "^ 


t3 RAGS 10, 140 


us 50—104 25 


2, Ma = 


359.25—359.50 ^: 
344.50—345.00- 


581. 


597 00— 598.50 ] 


274 25-274. 5e 
274.25—274 50 


BUSS annoz — 4 Use aD 
(9) Mf akg. 


Oct. 79-Sept. BO « 100121 
156 5 
(Nav .-Jan.! 
46.19 
+4.06 


HK$175.07b 
tJan) ^ 
*145 
412.15 


1882-83 100 
102.8 
(Oct.-Dec.) 
-0.67 
+448 


$527.12b 
fDec.) 
*245 
«6.25 


3300-11320 


=. H Official and other estimates ” ‘tay Consumer Price Indéx A 
18) Customsbasis . (fob — (Bye - 


(3i M2 or currency plus bank deposits 
c Based on letters of credit with Bank indonesia. 


^middie rates: eg teers Jpn term. 
, Sources: Astley & Pearce (Honghona), 


192:50—192: 75 


QHÓ5—1:827 — 
1:170— t,180 
1244412460. 


/ 34925 


 80/02—80.08 


j60--m10 


261.50-—262 50 


: 185—138? Bd Pra 


^ Lb  Parinsiülar Malaysia m d 


Higas Co. Lid and First Paci Finance, 


x THA 15-1496 
- Deutsche Bank 14-14 88 


£CSC ttp BB 
EDD IO P4 Be 

| EDPiT 0490 
BEC 1187 
RIRIH! 
Finiand 13-1288 
ta Mac 12-78 BR 
WE 1G- BSS 
Midland 12.0232 
Morgan LP. 11 Gago 
Mites 12-328 00 

i NatWest 11-4 92 


E Nigpon CrBank ti. 1499 


! Nordic inv. Benk 13-3 B0 TE 
Fiat Bankot Canada 1t- vei 


^ Reston 190. 


Sears 11-5 01 
SHOE 1S YEM 
Sudden 14-12 88 
fed Ex Or 3 86 
World Bank 12:93 
Wortd Bank 1118 98 
Work Bank t5 87 


ENDA Dac Bunes 


-EET duly aik 


. Hew Zedtand Ady 87 
Ferre Stato Feb. 2200 
Sweden Mos GRAS 


Journ. Salomon Brothers and Kidder Paris 


8526 88b 
pian. 
OU5$24 776 


«S87 466 


iDec.-Füb.) 


s +USST 215 
USSO 815 + USS4 196 
LES Ue SESS BGS 
-+ 3.1 835 
#32 


Ux 4Sb 
EZER: S 
-59 


tC 100 
14.4 
Shove «Jan. 
+QF 
+28 


BS 


LBSS G 


iDec Fats 3 
USES 136 


UGE Bst 
HE 


1881 Ld TERY 
104.12 
Nov dan i 


————H M Ó( 





8 


— ~ 
7 > 
P 


SE" 


nes ~ "XX 
v We 





5 ) 
k 
E 
E 


mS y YT 
" "i E - 


mem 


b 
- 


^ 


qe USE 





. to fishing lines. 


[E LETTER FROM BANGKOK im 


hen the first strong breezes give 
advance notice of the coming 
monsoons, Thai minds turn to kite 
flying — in Thailand, a pursuit which 
is far more than a child's pastime. To 
the multitude of enthusiasts it is any- 
thing but a frivolous pursuit. It is an 
art; a science; a test of skill in con- 
trolling and manoeuvring an often 
huge object, by only a tug or pull of a 
cord many metres long. There are no 
age limits. Devotees range from 
children to the elderly; from the 
young in years to the young at heart. 
As the winds quicken, birds give air 
space over to strange wind-blown 
creatures; electric and telephone 
wires claim their spoils and trees 
burst forth with bright blooms in un- 
likely shapes. 

Kite flying was already a favourite 
sport in the days when Ayuthya was 
the capital of Siam (1350-1767), as 
Thailand was formerly known. So 
much so that one early Thai king felt 
the need to issue a proclamation for- 
bidding the flying of kites within a 
certain distance around his palace, 
and they could not be flown in such a 
way as to fly over the palace. 

During the wars with Burma, kites 
were used as weapons. They were set 
on fire and sent aloft with the hope 
that they would fall behind enemy 
lines and set everything ablaze. It has 
also been written that explosives 
were sometimes attached to kites 
with the same purpose in mind. How- 
ever, a change of wind di- 
rection could spell disaster. 

Kite flying did not, of 
course, originate in Thai- 
land. The Japanese are said 
to have been flying kites for 
more than 1,000 years — 
entire areas often adopting 
a specific symbol for their 
kites. Indian royalty flew 
kites for amusement and 
the Chinese attached kites 


The first golf club was 
organised in Siam in 1895 
and, since there were no 
golf courses at the time, the 
king permitted the golfers 
to play on the Pramane 
Grounds — except during 
kite-flying season. All 
other sports were banned 
from the area as well, to 
allow the people to pursue 
the national pastime of kite 
flying. 

Beginning in the fifth 
reign, kite-flying contests 
were held annually. In 
1906, the first of the “Royal 
Gold Cups” competitions 
was held at Disit Park, in 
the suburbs of Bangkok. 
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Members of the Thai royal family and 
high-ranking officials participated, 
with King Chulalongkorn himself 
presiding. Music was provided by the 
military band and a court orchestra. 
The contests were between the 
"Chula" kite (the male), and the “Pak 
Pao" kite (the female), with each try- 
ing to subdue the other. Each had its 
own music. If the Chula kite was 
triumphant, the Haw song was 
played; if the Pak Pao overcame the 
Chula, the Ot song was played. The 
competitions lasted for several weeks 
and continued annually until the 
death of Chulalongkorn in 1910. 


p kite construction requires 
expertise and engineering ability. 
True, there are small, colourful and 
inexpensive kites for children or be- 
ginners. During the season, street 
vendors, toy shops and markets 
everywhere hawk the ordinary, 
mass-produced, tissue-paper vari- 
ety; and along every park path bright 
birds, dragons and butterflies pull at 
their earthly bonds. Aficionados of 
the sport, however, scoff at these sim- 
ple devices. Kite flying in its comba- 
tive and competitive form is a serious 
pursuit and their well-designed kites 
are built to endure. Well-built kites 
have been known to last more than 60 
years, and pass from father to son. 
Teams are formed to man the huge 
kites, with back-up men to take over 
if one stumbles or becomes too tired 
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to continue. Betting during the con- 
tests is not unknown and many a dis- 
creet wager is placed on a favourite, 
even though gambling is officially il- 
legal. 

Successful teams may work to- 
gether for years, either with a tried- 
and-trusted kite, or in improving 
their chances by constructing a 
newer model. Not all kite flying is 
combative, nor even competitive. The 
fun is sometimes just for the chal- 
lenge of designing and flying the kite 
on a pleasant, breezy spring day. De- 
sign competitions are held for differ- 
ent age groups, with prizes being 
awarded. 

Kite flying is so highly regarded as 
a national sport in Thailand that it 
was included in a set of four stamps 
featuring Thai sports, issued by the 
post office in 1966. 

In 1983, the first of what is planned 
as a renewal of the Annual Kite-Fly- 
ing Contest was held at the Pramane 
Ground during April During the 
weeks before the event, the skies near 
the Grand Palace were filled with 
colour, as everyone practised and 
tried to improve the performance of 
the special kites. On the award pre- 
sentation day, the crowds 
spilled over into the streets, 
the nearby National Mu- 
seum compound and Tham- 
masat University. The event 
was graced by the presence 
of H. R. H. Princess Maha 
Chakri Sirindhorn, daught- 
er of the king and queen of 
Thailand. 

From 7-17 April last year, 
a kite exhibition was held 
at the Bhirasri Institute in 
Bangkok. There were dem- 
onstrations on kite making, 
films on other kite-flying 
contests and a display of 
many varieties of kites. 

Now, as the spring winds 
grow stronger, Thai en- 
thusiasts are cutting, shap- 
ing and gluing together 
their own version of a 
prize-worthy kite — or 
dusting off and repairing 
an old faithful model. After 
work, after school, and on 
weekends, the skies above 
Bangkok will be crowded 
with “identified flying ob- 
jects” as modern Thailand 
enjoys a favourite sport of 
old Siam. — BONNIE DAVIS 
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LETTERS TO THE EDITOR 


Pakistan's politics 


Husain Haqqani's contention that a 
lower turnout than 35% in the Pakis- 
tani referendum would be interpreted 
as a success for the opposition's call for 
boycott is rubbish [20 Dec. '84]. If a 
turnout of less than 35% is a vote in 
favour of the opposition, then the 35- 
50% votes not cast in all the previous 
elections are a verdict against democ- 
racy and political parties. 

As a Western-educated newspaper 
reader, I view martial law and the re- 
ferendum as a necessity, due to the 
total incompetence and undemocratic 
behaviour of political "parties." The 
MRD in my view does not mean the 
"Movement for Restoration of Democ- 
racy" but the "Murderers and Rapists 
of Democracy." These MRD political 
parties tried to incite us, the public, 
but we laughed them away. 

Haqqani's insinuations should not 
misguide your readers. We do not want 
martial law, but we want the MRD 
even less. If democracy is to succeed, 
the political parties must mend their 
ways, present competent people, fol- 
low the democratic principle them- 
selves, stop telling lies and deceiving 
the voters, and above all be honest and 
love the country. 


` 


“When you arrive 
at The Regent, Hong Kong, 
| vou know 
vou've arrived.” 





All these are too difficult for them at 
present. 
Karachi ‘PAKISTANT 
I donot support President Zia-ul Haq's 
recent referendum in Pakistan, but at 
the same time I also do not approve of a 
Western-oriented democracy in my 
country. The Western governments 
and their media are in favour of resto- 
ration of democracy in Pakistan. But 
instead of being so anxious to have 
democracy — rather so-called democ- 
racy — restored, they should consider the 
facts that 74% of the Pakistani popula- 
tion is totally illiterate, our decrepit 
politicians a clique of fools and the 
parliamentary system if practised will 
be a government of the fools, by the 
fools and for the fools 
Karachi USMAN JAN KHAN 


Military dictators need no sym- 
pathy from anybody in general; Zia's 
regime requires special attention. 
Obsessed with keeping power in his 
hands, he has no conception of where 
the interests of Pakistan lie. Pa- 
kistan is in such a state that the 
only hope for any democratically 
minded person is that another general 
removes Zia to hold free elections 

Hamburg SHARIF LONE 
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ORFEVRES A PARIS 


| Indonesia or Java? 





Heinz Arndt's THE 5TH COLUMN [1 Nov 
'84] is shallow and disappointing. He 
begins with the Dutch and ends up 
with the Javanese while ostensibly dis- 
cussing Indonesia's population prob- 
lems. The number of Dutchmen ever 
present in the Malay archipelago can 
only be described as a handful in com- 
parison with the teeming millions they 
subjugated. Most Dutchmen lived in 
Java, and Java, by Arndt's own ac- 
count, represents only 7% of the Dutch 
East Indies. 

Any view that is so Dutch- and Java- 
centric therefore is liable to be lop- 
sided and misleading, totally ignoring 
the interests of the remaining 93% of 
the territory and its peoples. 

It is true that Indonesia begins with 
the Dutch and ends with the Javanese. 
But this is a rapidly passing phase in 
the long history of the sprawling Malay 
world of Southeast Asia. Indonesia is 
merely the continuation of the Dutch 
East Indies, lock, stock and barrel — 
politically, economically and juridi- 
cially. That is why Indonesia is an il- 
legal state from the point of view of 
the non-Javanese peoples and interna- 
tional law. Politically, Indonesia oc- 
cupies the same territory as the Dutch 
colonial empire of the East Indies: 
when its territorial integrity is kept in- 
tact an empire is not liquidated but 
perpetuated. 

Thus the Indonesian state is the per- 
petuation of the Dutch colonial empire 
established by shedding the blood of 
our ancestors. The Dutch did not stop 
to ask our ancestors to legalise their 
crimes. So how can we legalise the 
bloody Dutch legacy to the Javanese 
now? 

Arndt told us that the objectives of 
transmigration from Java to the “outer 
islands" were “welfare and to promote 
lagging economic development on the 
outer islands." This was indeed a very 
friendly description of the most blat- 
ant land robberies in history. The 
Javanese are practising this policy 
without shame, thanks to Western ap- 
proval. Even Arndt seemed to have 
added his little bit by writing patronis- 
ingly that “educated Indonesians 
think of themselves (much like edu- 
cated Frenchmen in their 19th-century 
colonial empire) as having a civilising 
mission.” There has been resistance 
everywhere to Javanese transmigra- 
tion, or rather land robberies, from 
Acheh Sumatra to Irian Jaya but these 
were hushed up in the Indonesian 
press. Therefore poor souls like Arndt 
have never heard of them. He has heard 
about the massive resistance of the 
Irian Jayans because the news could 
not have been controlled by the 
Javanese regime due to the proximity 
of Papua New Guinea. But signific- 
antly, every time Arndt mentioned the 
Free Papua Movement (OPM) he added 
his own epithet of “a handful” or “a 
few" OPM members, belittling the 
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refugees have crossed to Papua New 
Guinea seeking protection 
Javanese barbarism. 

This Javanese land grab is the 
cheapest means to overwhelm the col- 
onised indigenous peoples who still 
dream of exercising their rights of self- 
determination and independence that 
the Javanese in.collusion with the 
Dutch had done away with. It is an at- 
tempt to Javanise the entire Malay ar- 
I A But itisa 





of scholars who ic opini 
sal Scheme. of colonial 





story, Or | Homelind. All this non- 
“sense has been foisted on the peoples of 
the Malay archipelago just to simplify 
‘the maintenance of Western hegemony 
and economic exploitation of the en- 
‘tire region as a cheap source of raw 
materials. 
ym the point of view of the non- 
ese- peoples whose homelands 
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The IFC, an affiliate of the World Bank, is increas- 





such an extent that n nothing à more is to 





C lled "separatists, 
munists or bandits. 
The peculiarity of the Western media 
is that they are completely one-sided in 
presenting Indonesia’s political and 
economic problems. They pretend to be 


objective and without bias. But, in fact, 


əy write only about what is good for 
stern | be op The ER e 
in | "Spu&neast 








be said about it. 

I have only one message to give to 
your readers: the Javanese can never 
protect Western interests outside Java 
against the power of the indigenous 
peoples once they are aroused and 
organised against Javanese colonial- 
ism. And that is inevitable. 


"TENGKU DI TIRO 
Pr esident. National Liberation Front 
Acheh Sumatra 








London 


A frog in a well 


As a writer; I have learned to ignore | 
reviews of my books [29 Nov. '84], good 
or bad. I am of the school that regards 
book reviewers as frustrated writers 
unable to produce anything of interest 
with their own pens. But the review of 
my book Images of Taiwan by Ian 
Buruma is so petty and misinformed 
that a rebuttal is called for. 

I question whether the reviewer has 
ever spent any time in Peking or 
Taipei. The Grand Hotel, in fact, was 
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ing its activities in financing private sector projects in 
developing countries. It wishes to recruit to its Washington 


|. ; headquarters staff a number of high quality individuals 
-. with maturity and proven business judgement, whose 


responsibility 








rill be to apply a critical and analytic mind 


um ;to evaluating. investment proposals and promoting 








business development. Applicants must be willing to 
travel world-wide. 
Applicants should have formal engineering qu alifi- 


cations and subsequent good early practical training in a 


major branch of engineering, followed by at least 10 years 
business e experience in one or more relevant sectors of 
manufacturing industry with a record demonstrating 
increasingly senior levels of management responsibility. 
Some resident experience in developing countries would 


International Finance Corpor 





reports in English is essential. Some consultancy experi- 


ence could be useful. A working knowledge of French or 


à would be an advantage, 





The sectors of industry. in which experience is 
currently sought include mining, petrochemicals, oil and 
gas production, fertilizers, fine chemicals, textiles, pulp 
and paper. 

A competitive benefits package is offered, including 
relocation expenses on appointment and provision to 
maintain cultural ties with home country. 


Please send detailed résumé, in English, to: 


Miss Katherine Louthood, Recruitment Officer, 


International Finance Corporation, 1818 H Street NIN, 
Room I-11-141, Washington, D.C. 20433 
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The sianome for thé- deofgaubalide. of World International (Holdings) Limited 
*World") and the Company were implemented on 16th October, 1984, and the 
ompany again became a separately listed public company, the holding company for the 
ntire fleet and other shipping interests previously owned directly or indirectly by 
World. Dealings in the. Company's shares on the Hong Kong Stock Exchange Limited 


onvertible Guaranteed Bonds 1989 of US$46,987,000 issued by the Company’s 
wholly-owned subsidiary, Asia Navigation International Limited became convertible into 


amount of Bonds. 
: During the six mouths under review, the Group repurchased seven vessels under sale- 
nd-icasepucx pe adt and disposed: of two vessels. 





























pite- de gradual recovery in the world economy, the shipping markets remain 
E epressed. and are expected to remain so. The Group has been less affected by 
ailing conditions due to its prudent chartering policies and the relatively low 


dited profit f, after transfer to inner reserves and taxation, of the Group for 
nths ended 30th September, 1984 was HK$220.7 million, compared to 
million for the corresponding period of last year. The corresponding figure 
months ended 30th September, 1983 is stated on the basis as if the Group has 
whole of the ship-owning and shipping interests formerly owned by World 
983. The profit attributable to shareholders of the Company for the six 
Oth September, 1984 amounted to HK$227.9 million. Earnings per share 
on but before extraordinary items were 13.2 cents based on 1,666,472,468 
i ssue on 16th October, 1984 immediately after the reorganisation of World and 
pany became effective. 


rd has declared an interim dividend of 3.5 cents per share in respect of the 
ig 31st Mrarch, 1 e interim dividend will be paid on 25th January, 1985 
yiders on record as at 18th January, 1985. The register of members will be 
from 14th January to- sth January, 1985, both days inclusive. In order to qualify 
he interim dividend. al transfers, accompanied by the relevant share certificates, 
uld be lodged with the Company's Registrars, Central Registration Hong Kong 
mited, not later than 4:00 p.m. on 11th January, 1985. 


As forecast.in the Introduction Document dated 31st August, 1984, the Directors are 
nfident that, in the absence of unforeseen circumstances, the consolidated profit after 
taxation but before extraordinary items for the year ending 31st March, 1985 will 
amount to not less than HK$450 million, equivalent to earnings per share of 27 cents 
cand that the total dividends for the year will be not less than 10 cents per share. 














































Half Year Results 


The unaudited consolidated results for the six months ended 30th September, 1984 
th thie dieci dn. figures for last year on the basis mentioned above are: — 









































1984 1983 
HK$ Million HK$ Million 
212.1 142.0 
8.7 21.1 
220.8 163.1 
(0.1) (0.4) 
220.7 162.7 
7.2 (55.9) 
Profi t attributable t to shareholders 227.9 106.8 









. Earnings per share before sxtraordi nary items 
(based on 1,666,472,468 shares) 
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By Order of the Board 


Secretaries... 
Hong S 17th aR DEE 1984. 


| WORLD-WIDE SECRETA RIES LIMITED | 
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the Company's shares at the rate of 2,668.42 shares for each US$1,000 in principal 1| 
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seen anything Chinese." That, as Tsay 
in the book, is like “a frog sitting at the _ 
bottom of a well looking at the sky. — . 
all he sees is a small part of. the l 
picture.” m 

Precisely what is the 
which Buruma refers? He goes reat 
length to lambast my views o Taiw n, 
culled over a pe iod of 12 years’ resi- 
dence here, but. he: tterly fails to offer 
your readers "the other. side of the 
story." Such careless criticism and 
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poorly developed arguments do not do 


credit to your magazine, which usually 
maintains a high level of literacy. Nor 
does it say much for your editors, who 
should have seen through the “sour. 
grapes" of this sham review when it. 
first landed c on n their desks. | 
Taipei | : DANIEL P. 





No claim 


Your correspondent in Peking [27 Déc. 
'84| is in error when he states that- 
China has offered to abend $ 
















oa en adit : | 

China has never ‘advanced such a 
claim. rir e Sino-Soviet 
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This may be the Chinese Year of the ox, but it is 
unlikely to be the year of the bull for investors. 
Indeed, it may be the year of the bore, and the 
best place to put your money in 1985 may well be 
he bank. But ther e brighter spots: some 
sian stockmarkets, for instance, may continue 
he boom of late 1984. And while bonds look dull, 
the investor may care to indulge i in a touch of the 
exotic — in scriphology or even art. Business. 
editor Anthony Rowley reports, with contribu- 
-assistant business editor Liz Carver 
à i O espondents in Asia, London and the 
United States. Meanwhile, Asian securities houses provide their pick of 
| 1985. Pages 54-70. 

$ Cover illustration, based on a Tang dynasty painting, by Liu Haili. 
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an Sy, prime minister of the 
People’s Republic of Kam- 
juchea and a member of the 
ling People's Revolutionary 
"Party politburo, died in Mos- 
'ow in the last week of De- 
‘cember, reports from Hanoi 
cand Moscow say. He is be- 
Heved to have died from heart 


lorn in 1932 in Kompong 
mang province, Chan Sy is 
‘to. have joined the anti- 
ich underground in 1950. 

55 he went to Vietnam 
er the 1970 coup which 
jew Prince Norodom 
ouk returned to join the 
r Rouge. He defected in 
and is believed to have 
t much of the next six 
s in the Soviet Union. 
the removal of Pen 
n December 1981 Chan 
ecame prime minister, 
hg over his defence 
io to Bou Thong. 
| — PAUL QUINN-JUDGE 





De ember said that the 
ment’s new Printing 
esses and Publications Act 
IEW, 12 Apr. '84) will be 
forced from the beginning 
he New Year after a “three- 
nth grace period." The act 
as gazetted last Septem- 
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towards unification ön 26 De- 
cember when 12 of its leaders - 










rent 


pore's contribution to Unese 


qt 3 i 
nated opposition jcader Be- 
nigno Aquino; long-time 


“nationalist Lorenzo Tanada, 


and businessman Jaime 


Ongpin. Among the other. sig-- 


natories were opposition pres- 
idential aspirants Agapito 
"Butz" Aquino and Aquilino | 
Pimentel, as well as senior op- 
position politician Jose 
Diokno, and United States- 
based anti-Marcos stalwarts . 
Jovito Salonga and Raul Man- 
glapus. 

Conspicuously absent were 
United Nationalist Democra- | 
tic Organisation president 


Salvador Laurel and MP Eva 


Kalaw. — GUY SACERDOTI 


Election demand by 
Mrs Bandaranaike 


Former Sri Lankan premier | 
Sirimavo Bandaranaike call- | 
ed for an immediate dissolu- 
tion of parliament and a gen- 
eral election, following the re- 
jection by her major opposi- 
tion party, the Sri Lanka Free- 
dom Party, of President 
Junius Jayewardene's propo- 
sals to solve the country's dé~, 
bilitating ethnic crisis. The 
proposals were also rejected 
by the main separatist party, 
the Tamil United Liberation | 
Front. 

On 28 December, Jayewar- 
dene dissolved the “all-party 
conference” which had been 
discussing ways of ending the 
communal strife for the past 
year and told delegates to sub- 
mit their views in writing, 


hinting that he would hold à | 
referendum or general elec- 
tion to test public opinion. on 
. the issue, which has also ap 
y divided his ruling Unit- 





ed N rational Party. 


— MERVYN de SILVA 


Singapore to pull 
out of Unesco 


Singapore served notice on 27 


December that it would with- 
draw from Unesco at the en 
of 1985. The decision came in 
the wake of a similar notice by 













Britain and the actual pullou 
by the United States from th 
world. body. A Singapore 
Foreign Ministry spokesman 
claimed that the decision was 


based on the disproportionate | 
Share of Unesco’s budget 


Singapore had to pay, Singa 


went up several-fold dur- 
ing the two decades to 1984- 


| | 85, to US$352,000. Countries’ 
Tm gainst the government | ot. 
sident Ferdinand Mar 


| 
| 
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Japan sets small rise 

in military spending 

The Japanese Government is 
to increase its defence budget 
for fiscal 1985 (beginning l 
April) by 6.9% to ¥3.14 tril- 
lion (US$12.56 billion). This 
will bring defence spending to 


0.997% of gross national pro- | 19% 
duct. But according to the De- |: abse 
fence Agency, actual spend- | sonm 
ing will almost surely ex- | p« 

ceed 1% of GNP, because of. | 
for. defence |- 


pay increases 


staff. 


The 1% ceiling on defence 


| expenditure has become as 
| much a psychological barrier 
as a budgetary constraint. 
Canine through the barrier 
promises to be one of Japan’s 
‘hottest political potatoes of 
| 1985. 
Japan's 
ment 
rise by 10% to ¥581 billion in 
fiscal 1985, which, though the 
biggest rate of growth among 
principal budget items, will 
still mean Japan fails to hon- 
our its international commit- 
ment to double ODA spending 
to ¥2.49 trillion for the five- 


official develop- 


year period ending 31 March. 


1986. — BRUCE ROSCOE 


South Korea changes 
rules on stock firms 

A new rule from South 
Korea's Ministry of Finance 
has dramatically worsened 
the terms on which foreign 
brokers may invest in local 
securities houses. According 
to the new ruling, local firms 
cannot sell preferred shares to 
— - and oniy one 
foreign firm, rather than a 
group, will be allowed to pur- 
chase the previously set maxi- 
mum of 10% in local securities 


companies. 
The new rule was an- 
nounced just as Dongsuh 





iret to announce a sale of 


companies led by 


"s Asia 








—— A NAA aAA AAA 


Securities | 


assistance (ODA) is to | 


Dawe, 


worth | 


| liquidator. 
|i Deak-Perera 
| (DPFE), main Hongkong arm 





49, originally from 
Singapore, was acquitted on 
ud charges by a Hongkong 
November 1981. The 
ces involved the alleged 
fraudulent sale of shares 
= HKS$92 million 
(US$11.8 million) in Mosbert 
ee But the local court 
l overturned the ear- 

¢, and in December 
nced Dawe, in his 
9 five years’ impri- 
:xtradition js ex- 
c - ANTHONY ROWLEY 






On the application of Hong- 


kong Financial Secretary Sir 
John Bremridge, a provisional 
was named for 
Far East 


of thé failing United States- 


based foreign-exchange, pre- 
| Cious metals and fringe panting 






group. The i 
days after the government or- 
dered an inspection of the 
company's affairs. 

Apart from accepting depo- 
sits on behalf of related com- 
panies. outside Hongkong, 
DPFE also issued “paper gold” 
certificates allegedly backed 


| by holdings of the metal and 


was expecting for- qi 

















redeemable at the prevailing 
market price. 

 Uüéertainty prevailed over 
whether the gold-certificate 
holders had a direct claim on 
the metal holdings or whether 
they were part of the com- 
pany's assets to be shared 
among all creditors. 

— PHILIP BOWRING 


Nippon Steel sells 
Hamersley share 

Nippon Steel Corp. has given 
up its attempt to retain an 
equity "window" into major 
Australian iron-ore ID 
Hamersley . Holdings, . 
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vares in power amount- 
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re go ing, 
the going is ao easier with 
Tokai Bank. 

Entering a new market? Trying to get the most out of an old 
one? Tokai can help. With 32 international offices and more than 
1,100 correspondent banks, we give you fast access to a world of 
information and analysis. Our advice is tempered by over 100 
years of experience. And we have the financial resources to put 


your ideas into action. 


Tokai can also guide you through the intricate Japanese 





market. And because we maintain strong connections with the 
entire spectrum of business and governmental interests, we can 
offer almost unlimited access. 

So for everything from local bond issues to global 
computerized banking, talk to Tokai. And see how we can make 


AM TOKAI BANK 


The International Pathfinder 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel: 052-211-1111 
International Banking Group: 6-1, Otemachi 2-chome. Chiyoda-ku, Tokyo, Japr 1 Tel. 053-242-2111 


the going easier for you. 








The KALTIM 2 Fertilizer Complex 
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The dedication of the Kaltim 2 fertilizer complex 
located at North Bontang in East Kalimantan 
commemorates another Indonesian success 
toward achieving self-sufficiency in fertilizer 
supplies through the use of Indonesia's own 
resources of natural gas. This will increase the 
productivity of Indonesia agriculture through 
greater application of fertilizer. 

Completed in 27 months, Kaltim 2 is the 
largest single fertiizer plant to be constructed in 
Indonesia. Under the leadership of P.T. Pupuk 
Kalimantan Timur (Kaltim), many other organiza- 
tions contributed to this Indonesian success. 
These include: 

* the 2100 Indonesian workers who built the plant 

* the several Indonesian sub-contractors who 
supplied services to the plant 

* numerous Indonesian manufacturers that 
supplied materials 


Another Indonesian Success 





1 — 


. the Indonesian national shipping lines that 
delivered 77,000 tons of equipment from Japan 

* PT. Kellogg Sriwidjaja, a joint venture Indonesian 
engineering company owned by Kellogg and Pusri, 

* the 60 Indonesian plant operators who were 
trained at overseas fertilizer plants under 
Kellogg direction. 

Our M.W. Kellogg Company of Houston did the 
process and design engineering using its proven 
ammonia process and the Stamicarbon urea 
process. The supply and financing of the plant 
equipment was arranged by Kobe Steel Ltd. and 
Toyo Menka Kaisha, Ltd. in cooperation with M.W. 
Kellogg. Kellogg Overseas Corporation, who 
was responsible for contráct management, is 
proud of its contribution in helping P.T. Pupuk 
Kalimantan Timur (Kaltim) respond to the national 
interests of Indonesia by putting this new fertilizer 
complex into operation. 


KELLOGG OVERSEAS CORPORATION and 
The M.W. Kellogg Company 


A subsidiary of Kellogg Rust Inc. » one of The Signa! Companies| 9) 


Houston, Texas 77046-0395 U.S.A. Telex-762556 
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oe foreign minister of 
bodia S AE Samrin 


eeting wi 
ihanouk, "leader 4 
| ‘Kampuchea. Meer : 


government, during € 
| M ces told d 


partly because of tl = ck | 
“maintained by Chinese ilum 


Thousands of protesters took part in 


anti-Soviet demonstrations in Western. 


Europe, India, Bangladesh and Iran to 
mark the fifth anniversary of the Soviet 
vasion of Afghanistan (27 Dec.). 


BANGLADESH 


Police arrested a party work 


J "Three oe were ‘killed and 11 in- 
ed when police op 


e PLA Mir A rr RATE at air Arr hls nha AN tata aa rA Par t RE IHR epa ied m due direi rmm eh et etti i tmi m Mj terere PY ANH Prenatal, 


ehed fireon a erowd | 


e northern: Novis of ieu: at the | 


she, said. ue RUNE este about 1, 000 4 


people throughout: the country on the first | 


day of the strike 23 Dec.) 
CAMBODIA | 


Vietnamese troops oued the Khmer 
People's National Liberation Front’s 
Nong Samet camp near the Thai-Cambo- 
dian border (25 Dec.). Ninety people were 
killed and 160 injured in fierce fighting in 
Nong Samet as Vietnamese troops began 
withdrawing. Prime Minister Chan Sy, 52, 
died of heart disease (31 Dec.). 


CHINA 


Soviet First Deputy Premier lvan 
f 


talks on Sino-Soviet fai | le: 5 


communicate: 
Cantonese-speaking ate 
Even the leftwing trade unions 
are said to be dissatis: 


worsened ence, which has in the 
Portugueses Fuiede orans 


Britain’s a akni oE edit 


| ud. ser k i 


trait ing to clear up conf | 

which provincial ad ninistrations 
in China and whic 

within them have 


make foreign-exc 


commitments. Sit | 
1984, å number of pi Ovinces and 
even some factories have been 
telling Western exporters that 
under the country's 
decentralisation policy they are 
empowered to enter into 
commitments of up to US$5 
million and, in the cases of 
Shanghai and Guangdong 
province, up to US$30 million. 
But the ECGD and individual 
banks are concerned that they 
have seen no written instructions 
and so are continuing to insist on 
Bank of China authority. 


relations (21 Dec.). Arkhipov signed three 
accords ón economic, technical and scien- 
tific cooperation (28 Dec.). 


HONGKONG 

British Prime Minister 
Thatcher and Chinese 
Ziyang signed the Sino-British declara- 


Margaret 


Thatcher arrived for a visit (20 Dec.). 
Fugitive Singapore. financier Amos Dawe, 


|2 


China's pure air 


aout ftom 3 

attend the Sino- Briti 
declaration cerem 
because, it claimed, d Lhad 


| received a bomb threat. 
| Hongkong 's Cathay Pacific- 


| chartered am a 


Airways, on | at the time, 


| Hongkong sources be uid the. 
| security issue o wa a cover for. 


economic pease? is crimi 
whose numbers in Chinese iai 
have been shoot ing up thanks 


| the "fight-crime" campaign o 
| the past 18 months. A bre 


| from southwe: 


4. China ei 


| enterprises to e 


^responsibili vt 
improve the ecor hic 1 re eui $4 
"reform through labour" for 
adult criminals and juvenile — 
delinquents. . 


| PAKISTAN 


remier Zhao | 


President Zia-ul Haq was eo 
president for the next five years t 


| than 98% of the votes cast in ane 


referendum, the state-run Radi 
announced on the basis of prelimit 
sults (20 Dec.). Police released t 


: | sition leaders arrested since < 
tion on the future of Hongkong (19 Dec.) | 
said (Z 26 Dec. }, 


who faces extradition to Hongkong, was | 


arrested at London's | 


athrow airport : 


and remanded in custody (21 Dec.).Finan- | 
cial Secretary Sir John Bremridge was | 


granted am order by the- High Court re- 


ds poré gave n 


straining. Deak-Perera Far East from all | 
dealings inits assets (25 Dec.) Archbishop : 
| Kuan: Yew announced a new cabir 
| solidating the power of a group of you 
| leaders (31 Dec.). 


| SOUTH KOREA 


the licence of the Union Carbide pesticide | 


of Manilà Cardinal Jaime Sin arrived on 
an official visit (30 Dec.). 


INDIA 


Authorities. officially refused to renew 
plant in Bhopal, the Press Tr ust of India 
reported (23 Dec.). Prime Minister Rajiv 
Gandhi's Congress party gained a more 
parliament in the general election (29 


ter by. one e of Gandhi's closest 
| 3E (31 Dec. ). 


| detained by security agents 
i joined a leading dissident 


vn opponuon politicians began 


Two »op position c ca 
to disse incre ‘easing 


notice - | 
from Unesco, a Fo 


man said (27 Dec). Prie 1 


Two opposition parliamentarians 3 
after 


gvoup. 


| group said (20 Dec ). 
than 75% majority in the lower house of | 
| SRI LANKA 
Dec.). A new cabinet was formed in which | 
is an Mukherjee was replaced as fi- | 


| Jayewardene 


The government dropped a 
sial plan proposed by 

to ease un 
Sinhalese and: Tamils (26 D 
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Winning all but two seats, Lee Kuan Yew takes it almost like a defeat 


By V. G. Kulkarni in Singapore 


rime Minister Lee Kuan Yew's 
ruling People's Action Party 
(PAP) romped home to victory in 
the 22 December general election, win- 
ning 77 of the 79 parliamentary seats. 
By the yardstick of elections elsewhere 
it should have been hailed as a land- 
slide victory, but it was not billed as 
such in the PAP's Singapore, where the 
ruling party has scored clean sweeps in 





— all post-independence general elec- 








tions. Here it was seen by the PAP as 
well as independent observers as an al- 
most stunning setback for Lee's party. 

It was also perceived as a setback for 
Lee personally for this was tipped to be 
his last general election because of his 
declared intention to retire in four 
years' time when he turns 65. Lee had 
earlier called it a watershed election 
because it was handled by the second 

eneration of PAP leaders who are to 
ke over in the post-Lee era. Although 
the junior leaders were responsible for 
the routine campaigning, Lee's pre- 
dominance became clear as he cap- 
tured large chunks of media time and 
space in the weeks and days prior to 
the polling date. 

Two of Lee's hand-picked candi- 
dates lost to opposition party chiefs 
who had become the ruling party's spe- 
cial targets in the election. At a large 
rally three days before the polling, Lee 
had personally endorsed Ng Pock Too 
and Mah Bow Tan against, respec- 
tively, J. B. Jeyaretnam, secretary- 
general of the Workers' Party (WP) — 
and the lone opposition MP in the pre- 
vious parliament — and Chiam See 
Tong, the secretary-general of the 
Singapore Democratic Party (SDP). 
Lee had also stressed that if candidates 
such as Ng and Mah lost, he might re- 
consider the one-man-one-vote system 
of elections. In the event, thetwo oppo- 
sition stalwarts won handily. 

Analysing the election soon after all 
the results were in, Lee said at a press 
conference that more than the two op- 
position victories, he was concerned 
with the general voting pattern. The 
PAP's share of total votes cast — in- 
cluding the invalid ballots — dropped 
strikingly from 75.5% in 1980 to 62.9% 
this time, and the drop was manifest 
across the board in almost all seats in- 
cluding those of senior ministers. 

Even political unknowns scored sev- 
eral thousand votes each against PAP 
nominees. One opposition candidate, 
Lee Chin Teck, a 29-year-old construc- 
tion technician who did not canvass at 


12 


all — his family having decided late in 
the game that he could not cope with 
the rigours of campaigning — still won 
4.941 votes against Labour Minister 
S. Jayakumar. 

In previous elections most such can- 
didates would have lost their deposits 
of $1,500 (US$700). But this time only 
two out of the 51 opposition candidates 
failed to get the 12.5% of the votes poll- 
ed required to avoid this indignity. 
Voting is compulsory in Singapore and 
902,949 people — or 95.6% of the regis- 
tered voters — turned out. 

Lee said that the message from the 
electorate was an impersonal one, not 
aimed at the two losing PAP candi- 
dates. Dwelling on the youth vote, 
which for the first time comprised 
some 40% of the total, Lee said that 
Singaporean voters showed remark- 
able sophistication in that they wanted 
a PAP government, but at the same 
time "they wanted to put pressure on 
the PAP. They wanted some [opposi- 
tion] people in the parliament to get us 
to either go slower . . . or to be more 
generous in our policies, less austere 
and so on." 

Most observers agree that Singapo- 
reans as yet do not want a non-PAP 
government, but whether they want 
only a change in the PAP's style, as 
claimed by many PAP leaders, is far 
from certain. The opposition parties 
have read the electoral message to 
mean that the people are ready to ques- 
tion official policies and make the gov- 
ernment answerable to them — in line 
with the opposition tactic of criticising 


Unhappy and glorious 


the content as well as the style of PAP 
policies. 

Jeyaretnam, whose relations with 
Chiam are cordial, has said that the 
WP and the SDP will cooperate in par- 
liament. Chiam wants to transform the 
opposition in parliament into "an in- 
stitution" and has promised to hold 
regular and periodic consultations 
with the people on policy issues. 

Whether the opposition will be able 
to consult the people effectively will 
depend not only on the MPs but also on 
the still lurking fear in the minds of 
Singaporeans of openly participating 
in opposition activities. The past prac- 
tice of the PAP has been to put inordi- 
nate pressure on the opposition parties 
to make their task difficult. 

However, Goh Chok Tong, named 
first deputy prime minister in the new 
cabinet, and who was the PAP's chief 
campaign organiser, said after the 
election that the PAP would in future 
pay more attention to dialogue ses- 
sions with people to get grassroots 
feedback. If the PAP is going to be 
more open, then the opposition may 
also stand a better chance of easily and 
effectively communicating with the 


people between elections. 
; ed a series of surveys to analyse 
the reasons why a larger number 
of voters seemed disenchanted with 
the party's policies. However, PAP 
leaders have hinted at a change in style 
only, not of substance. Former second 
deputy prime minister S. Rajaratnam, 


he PAP is known to have launch- 
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nopposed, said after - 
hat the o 
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; a Das] : QAM peo acy: 
-the people's sright to choose their repre- 


sentatives and express their opinion of | 


. a ruling party's policies. 

Amore direct and defiant Lee said: 
"They [the people] know they are un- 
likely to make any dent on me. Sin 
gaporeans know by now. what kind of 
person I am.’ ’ Repeating his earlier 
warning that he might reconsider the 
voting system “to make sure that the 

excesses [presumably the votes against 
_ the. government} were not carried too 
far," he elaborated: “It is necessary to 

. put some safeguards into the way in 

- which people use their votes to bar- 
gain, to coerce, to push, to jostle and 
get what they want without running 
the risk of losing the services of the 
government. M 

Goh, however, gave the first public 
indication ofthe younger ministers re- 
servation over Lee's threat, Without 
ruling out such a. change, Goh told a 
| press í conference the issue could be de- 

ina referendum or as an issue in 
ge ral election i 
„Lee S autharita ian oy le, bolstered 








“to DA an image a a differ eni ae 
— albeit with little effect. Since early 
last year, ministers. and MPs have 
toured housing estates on Sundays irf 
meet-the-people-sessions, which have 
mainly involved politicians reiterating 
already announced official policies. 

Analysing the election outcome, the 
usually docile Singapore Monitor 
wrote: “The ministerial walk-abouts 
of the last two years... were meant to 

provide an oppor tunity for a two-way 
| feedback process — for the younger 
i eel on mee ground. 














ent policies. 
have been 


earsin power, the 
nowledge of 


luring the initi 
prided itsel 
the grassroots a - identification 
with the masses. But after a quarter- 
century of unin rrupted. rule it seems 
to have lost that touch. According to 








local press reports, PAP surveys con- - 


| ducted before the itelection failed 
to pick up resentmer among the peo- 
ple. on a broad range of issues. 
If the PAP misread the minds of the 
masses, it was probably because its 
d D: irgely upon offi- 
ad f inctionaries of 
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unlikely to convey unpalatable truth 
higher up.. 

In an attempt to revive its former 
rapport with the people, PAP leaders 
will also have to listen more carefully 
and willingly to.the party's grassroots 
workers and other supporters. This 
could mean a change of style as well as 
substance for the PAP, a cadre-based 
party where important decisions are 
made at the very top and instructions 
handed down. 


ee's performance before and after 
the election indicated strongly 
ee . his Se [is HRUE to 





iab: any constits uency voting for iie 
opposition would be deprived of the 
services of the community-level or- 
ganisations such as the residents com- 
mittees and the citizens consultative 
committees, which control many as- 
pects of the daily lives of the residents 
and are the upward conduit from the 
people to the government, 

Such bodies are controlied by the 
Prime Minister's. Off me ene the local 
MP. if he happe | 
acts as the ; 









hat MI e ipd. a pr nd PAP 
MP was. ominated to provide such 
contact ‘within the constituency. 
Jeyaretnam.had to put together his 
own voluntary outfit without official 
resources. | 
An MP also helps his constituents by 
recommending the granting of such 
things as taxi and hawker licences and 
helping them with housing requests. It 
has been made difficult for Jeyaretnam 
to carry out these functions. 
The opposition parties decried Lee’s 
E ts, which he repeated at ere 
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bodies to cooperate with th 
elected MP. Even The Straits 
heavily pro-PAP, said in an edi 
"Equally disturbing [in ad 
other issues] is the prospect tI 
dents of Anson and Potong | 
[Chiam's constituency] v will be in 
lesson on the consequences of votin 
non-PAP MPs." — | 

More fundamental than threa 
punitiveaction against the two 
tion constituents is the th 
change the voting system. Al 
one-man-one-vote system we 
tail a change in the constitution 
and if such a change would tie i 
another amendment aired bef 
election by Lee — to have a poy 
elected president — is not yet clea 

Jeyaretnam responded to Lee's 
mark by saying it was an attemp 
perpetuate PAP rule. Even The S 
Times editorial was constrat 
note that "the talk of the need 
examine the one-man-one-vote 
in the light of what happened | 
election]" was disturbing, 

Diplomatic analysts say that 
the PAP has the parliamentar y 
ity necessary to amend the co 
tion, any move seen as p rpetu 
PAP dominance i is bound to be vel 
popular — especially in view of 
number of votes lost by the party. 

Lee struck another unpopular 1 
when he charged the opposition sw 
indulging in "gutter politics" d 
the campaign. By the standards. 
election campaigns in other parts. { 
the world, thosë in Singapore ha 
tended to be extremely tame, and t 
recent one was no exception. 
chided the opposition form 
sonal remarks against 
and argued th 
honest men fror 












itself was n 8 


eS 7D... TR. 
El. oca o c0. 0 0. o A Pn ae Ee 


= rt - 













Aig 


i W ith the ruling People’s Action 
WW Party (PAP) inevitably destined to 
— return to power in the 22 December 
- 1984 general election, attention was 
— focused on certain key constituencies 
— where the opposition had a fighting 
chance or where some of the promising 
X new PAP candidates were running. 
— Topping the list was Anson, which 
- made electoral history in October 1981 
_as Workers’ Party (WP) secretary-gen- 
— eral J.B. Jeyaretnam won an upset vic- 
_ tory in a by-election, scraping through 
- with a tiny majority of 653 votes, or 
— 52% of the total compared with an 
3476 majority in the 1980 general elec- 
tion for incumbent PAP MP C. V. 
Jevan Nair. Startled by this unex- 
ected setback, PAP leaders hounded 
- the WP chief and his party in the courts 
and parliament, and vowed to retake 
. Anson. 
- Against these overwhelming odds, 
— Jeyaretnam triumphed again last 
month and in the process polled 
- 9,909 votes — 56.8% of those cast — 
-and improved his majority to 2,376. 
— His PAP rival, Ng Pock Too, had been 
o" 
_ its leaders including Lee and Rajarat- 
_ nam having described members of op- 
| etn parties in derisive terms, re- 
` ferring to them as scoundrels, scally- 
— ‘wags and criminals. 
- — Athis post-election press conference 
Lee, armed with transcripts of tapes of 
- opposition candidates' rally speeches, 
— held up the possibility of slander suits, 
— adding: “Sol am not giving any formal 
- eongratulations [to opposition win- 
- ners] and say we have forgotten all that 
— and let us carry on with a fresh page. I 
— sav, no, let us settle accounts. And we 
will settle the accounts inevitably." 
_ The PAP and Lee took an equally un- 
_ bending stance on issues raised by the 
opposition in the brief campaign, 
which inevitably cost the ruling party 
votes. Having made a principle of not 
— hesitating to raise difficult issues in an 
-election year, the PAP did not suffi- 
ciently allay the people's doubts over 
= the authorities’ intentions and redsons 
- for the proposal to delay the age at 
- which Singaporeans can withdraw 
— their money from the mandatory Cen- 
— tral Provident Fund (CPF). 
f ! The government wants to extend the 
— age of withdrawal from 55 to 60 and 
~~ eventually to 65. The PAP hinted at 
— some compromises on the CPF issue 
pL but without fully spelling them out, 
— leaving doubts among the electorate 
about future CPF policy. 
— —  Thestreaming of children at the pri- 
— —smary-school level was another vital 
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.. While the overall outcome was inevitable, all eyes were 
X on Anson, a constituency symbolic for both sides 


hand-picked by Prime Minister Lee 
Kuan Yew and appointed the prime 
minister's political secretary early last 
year — the first non-MP to be given the 
post. Ng had been nursing the Anson 
area for about eight months, bestowing 
PAP patronage to help solve residents’ 
problems. 

Jeyaretnam, 58, is a former senior 
district judge who entered politics in 
the early 1970s. As the lone opposition 
voice in parliament since 1981, he has 
gained a lot of sympathy among the 
people as a man who stood up to the 
onslaughts of the PAP’s overwhelming 
power. 

For a while it seemed that Jeyaret- 
nam's chances at the polls were slim, 
especially in view of the redrawing of 
the constituency, adding parts of Lee's 
own constituency and other neigh- 
bouring areas. In 1981, the fate of 200 
tenants of Blair Plains flats — due to be 
demolished — was considered to have 
been a major factor in Jeyaretnam's 
victory. But the increase in his major- 
ity proved that Blair Plains was a 
minor issue, after all. 





and controversial issue which the PAP 
met by merely reiterating its already 
unpopular stand. Most important was 
the emotive controversy over the 
privileges being granted to graduate 
mothers and denied to the less edu- 
cated. 

The policy is.a spécial favourite of 
Lee, who has based his thesis on the 
less-than-scientific premise that edu- 
cated parents beget brighter children. 
The opposition charged that the PAP 
was creating class distinctions among 
the educated and the privileged on the 
one hand, and the less fortunate on the 
other, 


he WP and the SDP — the one 
[ slightly left of the PAP and the 
other described as centralist — 
had in their election manifestos criti- 
cised the high cost of housing and other 
service fees, called for a rethink on the 
CPF, abolition of ‘streaming and 
privileges to educated mothers. The 
opposition, the SDP in’ particular, 
charged that the government's mone- 
tary reserves were heavily dependent 
on CPF savings — meaning the peo- 
ple's money. Again, the government re- 
futed that charge without giving any 
detailed figures. The high - prices 
charged for government-built flats 
were another issue which the PAP did 
not satisfactorily defuse; ^ 
The opposition has taken heart from 
its performance last month and hopes 
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endorsed Ng and declared that he was 
destined for high office in the next gov- 
ernment. On his part, Jeyaretnam 
openly put his faith in his supporters 
against the PAP juggernaut and his 
trust in them was rewarded. 

The second most interesting contest 
came in Potong Pasir, a PAP strong- 
hold vacated by retiring Health Minis- 
ter Howe Yoon Chong. Chiam See 
Tong, leader of the Singapore Demo- 
cratic Party (SDP), was pitted in this 
district against another PAP rising 
star, Mah Bow Tan, a 36-year-old civil 
servant seconded by the government to 
be a news executive. 

Mah and the PAP machine had been 
active in Potong Pasir for most of the 
year, and the local press covered ex- 
tensively the benefits Mah was said to 
be bringing to the district. Mah, like 
Anson's Ng, was the beneficiary 
of the prime  minister's personal 
support and had been tipped for high 
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that younger, credible and capable 
people will now join their ranks in 
larger numbers; The future of this 
trend and the póssibility of pluralis- 
tic politics in"the country will de- 
pend on how successful the opposi- 
tion MPs are in‘articulating their sup- 
porters’ interests-in the next parlia- 
ment. ack on 

On his part, Lee sounded a stern note 
of gloom about this trend and added 
that if it persisted; it could spell the de- 
cline of Singapore. The Indonesian 
Jakarta Post newspaper responded to 
Lee in an editorial “If it [the recent 
election] means ‘anything, it means 
that Singapore has matured. The 1 mil- 
lion. or so voters cannot be expected 
any longer to act like sheep when it 
comes to polling time. We don't think 
the creation of a Stronger opposition in 
Singapore spells'dóom to the repub- 
lic’s future. It is jüst a part of the chal- 
lenge of becoming’a developed na- 
tion." oO 
















| of ‘none cast, surpassing Howe's 
j I0 performance of 59%. 
Constituencies where the opposition 
2 ost but came close to. winning were 
Jalan Kayu, Radin Mas, and Telok 
Blangah. In the rural district of Jalan 
Kayu, the WP's M.P.D. Nair scored 
11,414 votes — up from his 1980 tally 
of. 6, 855. in the same district — and he 
lost by a mere 571 to the PAP's Heng 
Chiang Meng with 11,985 votes and 
51.2% of the ballots. 

As the highest scoring loser, Nair is 
entitled to a non-constituency seat in 
- parliament under a newly introduced 
. constitutional amendment. Although 
-before the election WP had taken issue 
¿with a provision that the non-consti- 
-tuency seat has only limited voting 
rights, it has indicated since that it will 
consider now whether to accept the 
seat. 

While the opposition improved its 
Share of the popular vote across the 
board, PAP luminaries — especially 
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Ssecond-generation ministers — saw 
their support dwindling, though all of 
them retained ‘th ir seats. 








likely... 


Goh Chok Tong o emerges 
as official second-in-command 
to Lee Kuan Yew 





| oh Chok Tong has emerged at the 
f top of the heap of Singapore's sec- 

| ond-generation of leaders with his ap- 
pointment in the new cabinet as first 
deputy prime minister, in addition to 
his powerful defence portfolio. In a de- 
parture from past practice of the prime 
minister himself releasing the cabinet 
line-up, this time Goh made the an- 
nouncement at a press conference. 

.Goh's elevation was publicised as 
the unanimous choice of his minister- 
ial peers and younger MPs. The major 
contender for Goh's new post was 
known to be the PAP chairman, Ong 
Teng Cheong, who was named second 
deputy prime minister. Ong will not 
hold any portfolio but will continue as 
secretary-general.of the powerful Na- 
tional Trades Union Congress. Outgo- 
ing Second Deputy Prime Minister 
S. Rajaratnam was made senior minis- 
‘ter in the Prime Minister’s Office and, 
out of respect for his long service and 
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tanding, he wili rank second in me list 


66. 3% b une. Teh Cheang Wan 


|| 66.8% (85); S. Dhanabalan 65% (unop- | 
| posed); Goh Chok Tong 70.9% (unop- 


| posed), and Tony Tan 77.4% (82). The | 





poorest showings by PAP stalwarts 


were by S. Chandra Das with 56% 
after being unopposed in 1980, and 
Fong Sip Chee. down from 8195 to 
57.2%. 

Among the PAP newcomers. who 
scored impressive victories 
Richard Hu, who topped the rolls by 


winning 83.2% of the votes polled. Hu, 


58, who came into politics wi h im- 
peccable credentials after serving as 
head of the Shell group of companies in 
Singapore and later as managing di- 
rector of the Monetary Authority of 
Singapore, contested a seat held by re- 
tiring First Deputy Prime Minister 
Goh Keng S wee. 

Another successful new entrant was 
the prime minister's son, Lee Hsien 
Loong, 32. A recently retired army 
brigadier-general, who had the most 
impressive demeanour among the PAP 
candidates, Lee bagged 80.4% of the 
votes in the newly created consti- 
tuency of Teck Ghee, which comprises 
mostly young Chinese families of re- 
cent national servicemen and other 
ethnic Chinese. — V. G. KULKARNI 


Other ministers in the cabinet are: 
» E. W. Barker and Teh Cheang Wan, 
who retain their old porfolios of law 
and national development respec- 
tively. | 
» Foreign Minister S. Dhanabalan, 


who will have additional charge of the 


newly created Ministry for Community 
Development which includes the 
former Social Affairs Ministry and 
some departments of the Ministry of 
Culture, which has been abolished. 

» Tony Tan, who will hold three 
ministries: finance, education and 
health. 

» Ahmad Mattar, who moves from so- 
cial affairs to environment, in place of 
Ong Pan Boon. 

» Yeo Ning Hong, who becomes minis- 
ter of communications and informa- 
tion. He will also remain as second 
minister of defence. 

» S. Jayakumar, who becomes minis- 
ter of home affairs, a post vacated by 
Chua Sian Chin; Jayakumar will con- 
tinue as second minister of law. 

» Newcomer Richard Hu, who takes | 
over trade and industry until after the | 
next budget is presented. He will then | 
hand the portfolio back to Tan. 

» The most notable new face in the 
next government will be Lee Hsien 
Loong, the prime minister's son, who 
becomes minister of state in two minis- 
tries: defence, and trade and industry. 


| Heis expected to be elevated to cabinet 
ft ei - V. G. KULKARNI 
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. By Mary Lee in Peking 
















Top-level S Sino-Soviet talk 
concentrate on trade —a 








E9 y conventional measure, t 
a eight-day visitofS 
uty Premier Ivan Arkhipo 
appears to have 
tions on a new 














































high- devel contact: in ni Fak ire 
mic issues, trade, science and. 
OBY |. | 
Arkhipov and Chinese Second 
Premier Yao Yilin signed a 
agreement as well as pacts on 
mic and trade cooperation and ; 
tific and technological coor 
and will set up a joint commiss 
economic, trade, science and 
ogy exchanges. An eco ict 
agreement cover 
signed soon, p ly when 
China's four viee-premiers vi: 
Soviet Union, an invitation ac 
| by Premier Zhao Ziyang. 
The speed with which Arkhipov 
Yao arrived at the decision to 
these agreements suggests that 
stantial groundwork was laid- 
the Soviet official’s arrival, ¢ 
China's repetitious references 
while to the “three obstacles”: 
normalisation of relations. The : 
ments are consistent with C 
pragmatic foreign policy of ' 
to the outside world" whic 
hinges on Peking's dete : 
upgrade its industrial technol 
infrastructure. 
The progress in Sino-Soeviet » 
tions on these non-political issu 
tablishes a concrete channel foi 
munications which circumvents ¥ 
Peking regards as the obstaci 
Soviet troop strength along their« 
mon border, Soviet occupation of A 
ghanistan and the Kremlin's supe 
for Vietnam's occupation of Cambe 
(page 32). ; 
While Zhao told Arkhipov that th 
"major obstacles could not but 
our attention and concern” and ei 
| pressed the hope that Moscow 
take some action in solving theseg 
lems,” he also said that oe "rel 
smooth development". dnos 
economic and trade re 
problems could be 
two sides took 
Z pan. als 
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domestic construction, they do not 
matter and would not become obsta- 
cles in improving and developing 
bilateral relations.” It should not be so 
difficult, he added, to solve problems 
in their political relations. 

Although Peking appears much 
keener on establishing links than the 
Kremlin, Moscow has not been cold 
about such prospects either. Soviet 
leader Konstantin Chernenko said last 
October: “The normalisation of rela- 
tions between China and the Soviet 
Union will be helpful for a healthy 
Situation on the Asian continent.” 

He also said the Soviet Union will 
“exert efforts to improve its relations 
with China and adopt measures in this 
respect. Our door to holding construc- 
tive negotiations with China is always 
open.” And when Arkhipov arrived in 
Peking on 21 December 1984, he spoke 
of “recent positive trends” in Sino- 
Soviet relations. 

Among such “positive trends” are 
Chinese statements to the effect that it 
Is maintaining an equidistant position 
between the United States and the 
Soviet Union and the fact that the fifth 
round of Sino-Soviet normalisation 
talks ended last November in a rela- 
tively friendly atmosphere though lit- 
tle was achieved. The incentive for the 
Soviet Union to *woo" China, how- 
ever, stems more from what it per- 
ceives as negative trends in Peking's 
foreign policy vis à vis the US. 

Despite Peking's denials that it has 
aligned itself with the US, there are 
concrete signs pointing to a closer mili- 
tary relationship between the two 
countries: following the successful 
visit of secretary of the navy, John 
Lehman, last August will be the visit 
early in 1985 of the chairman of the 
joint chiefs of staff, Gen. Robert Ves- 
sey, and of destroyers from the US 7th 
Fleet to Shanghai or Qingdao. 

So far, the US has not publicly at- 
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tached much significance to the Ark- 
hipov visit, though such reaction 
could conceal real concern about pros- 
pects of a genuine thaw in the Sino- 
Soviet political relationship. Vietnam, 
however, is less sanguine about it all. 
Hanoi was assured by Moscow that Ark- 
hipov’s scheduled visit to Peking in 
May had been cancelled in protest 
against Chinese hostilities towards 
Vietnam at that time. 


anoi can now only be anxious that 

the Soviets are less sensitive to their 
interests in view of Arkhipov's warm 
reception in Peking, even though Mos- 
cow apparently has made no conces- 
sions to the Chinese on the Cambodia 
question. Moreover, Hanoi's trial of so- 
called Chinese agents around the time 
of the visit, which Western observers 
say wasintended to draw Moscow's at- 
tention to Peking's alleged determina- 
tion to destabilise Vietnam, caused no 





‘awkwardness for Arkhipov in China. 


Arkhipov is the highest-ranking 
Soviet official to visit China in 15 
years, and the only one so far to have 
first-hand experience of Peking’s 
plans to institute “socialism with 
Chinese characteristics.” The drama- 
tic change which has taken place on 
China's economic landscape in the 26 
years since he was last in Peking would 
not have escaped him. 

He can now brief his Kremlin bosses 
on the relative freedoms which Pe- 
king's official endorsement of a market 
economy have brought to China. His 
visit to the Shenzhen Special Econo- 
mic Zone just across the Hongkong 
border would have shown just how far 
China has tilted to the West and Japan 
in its determination to seek higher 
technology, andthe vigour of Shen- 
zhen's light industries must be impres- 
sive in comparison with the situation 
back home. 

It remains; to be seen whether the 
Soviet Union.can contribute as much 
to the upgrading of China's heavy in- 
dustries in the northeast (which it 
helped to set up in the 1950s) as the 
West has done for, light industry else- 
where. Another. question is whether 
China can continue to barter minerals, 
food products, textiles and consumer 
goods for Soviet heavy equipment, 
building materials and chemicals: de- 
tails of the latest trade agreement, 
boosting two-way exchanges to 
US$1.8 billion, have not been dis- 
closed. 

As pragmatic. economic relations 
evolve to tap what both sides have de- 
scribed as the considerable potential 
for mutually beneficial business-like 
cooperation, a more conducive atmos- 
phere for discussing their political 
problems might well be created. More- 
over, as the scope for Sino-Soviet rela- 
tions widens, the obstacles in their po- 
litical relationship must be set in a 
larger perspective and consequently 
occupy a less dominant position. f 


Lesson from the pupil- 


A one-time Soviet adviser to China is shown some of 
the surprising strides made by his wayward protégés 


By David Bonavia in Hongkong 


D the most intriguing aspect 
of Soviet First Deputy Premier 
Ivan Arkhipov's recent visit to China 
was his request to visit the Shenzhen 
Special Economic Zone (SEZ) — 
granted with alacrity by his hosts. The 
visit raised intriguing questions con- 
cerning the different ways in which 
China and the Soviets view economic 
and technical cooperation with the 
West, and how this fits in with their 
overall theory of socialism and the pos- 
sibilities for collaboration with 
capitalism. 

The Soviet Union has no equivalent 
of China’s four SEZs, located at 


Zhuhai, Shenzhen, Xiamen and Shan- 
tou. The Soviets do.have joint ventures 
of a kind with» foreign firms, but 
mostly for heavy industry such as iron 
smelting and manufacture of cars. 
And, in fact, these are not true joint 
ventures, but turnkey compensation- 
trade operations. 

In the Soviet. Union, the favoured 
form of cooperation with a foreign 
country is to buy, the technology for a 
big new industrial. plant, accept the 
help of foreign technicians in setting 
it up and pay either in cash or with the 
products of the project. Sometimes it is 
part of the deal that the product should 
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l'op Protection For Business Travellers 

s a frequent traveller, you are no doubt concerned about the 
juality of your travel accident insurance which must give you 
naximum protection not only in value, but also maximum 
irotection in scope. 


«t the International Airline Passengers Association, we understand 


he needs of the frequent traveller, and have custom-designed 
hrough the world-famous Lloyd's of London a competitive and 
igh-value travel accident insurance for our over 100,000 elite 


vembers in 174 countries. Because of our large-volume purchasing 
ower, IAPA/Lloyd's rates are also the lowest available anywhere. 


ligh Value Plus Automatic Bonus 

1 your first year, you may select cover up to US$1,200,000. 
his is more than three times the amount normally available. 
‘our renewal bonus then pushes this up, at no additional cost 
) you, by as much as 25% after three years to as high as 
$$1,500,000! 

our unique IAPA/Lloyd's cover protects you 24 hours a day, 
65 days a year — whenever, wherever, and however you travel 
; a ticketed and/or fare-paying passenger by air, land, or sea on 
1y officially licensed common carrier: planes, ships, ferries, 
ixis, helicopters, hovercraft, commuter trains, tubes, buses... 


our IAPA/Lloyd's cover pays out in addition to any other 
surance you may have, and provides you with three additional 
enefits: Hospitalization pays up to 30 days for covered 
:cidents; disability benefits start on the 13th month for a 
iaximum of 60 months; and dismemberment is also included. 


I want to join IAPA! 
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surance effective upon receipt of payment. Hospital benefits pay up 
30 days for covered accidents, Disability starts on 13th month for 
aximum 60 months. All member benefits and services apply 
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Prestige « Savings e Comfort e Convenience 
When you join IAPA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a full range 
of practical IAPA benefits and services: 


Preferred VIP rates at over 2,000 international hotels 
Substantial savings at leading car rental agencies 
Worldwide luggage protection and retrieval service 
Access to IAPA airport lounges 

Free “members-only” travel magazines and newsletters 
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Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you. 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 


When you join IAPA, you are no longer a lone traveller because 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions count. 
As the world's oldest travellers association lestablished in 1960). 
we have constantly spoken out on behalf of our elite member- 
ship for greater travel safety, comfort, convenience, and economy. 
Join now and get the strength of IAPA behind you! 


Your Satisjaction Guaranteed, Or Your Money Back! 


Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 
refund. 


Fill in and mail to: International Airline Passengers Association 


| ENG Box 20282, Hennessy Hoad Post Office, Hona Kong 
or P.O. Box 113, London SWIP IDF. England 
or M P.O. Box 660074, Dallas, Texas 75266-0074, USA 
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. and relatively developed transport 
- network in the western part of the 
. country, compensation-trade ventures 
. with European and American com- 
.panies have succeeded in filling big 
gaps in the Soviet Union's domestic 
production, but there is no great politi- 


. cal importance attached to them. And 


in Eastern Siberia and the Maritime 
Province, the Soviets have failed to at- 
tract the massive amounts of Japanese 
. investment which they would like for 
development purposes. 

China's SEZ experiment is of quite a 
. different design. The Chinese have al- 
 —, Ways been better at turning out a wide 
.range of economically priced con- 
.sumer goods than the Soviets. Their 
. genius for handicrafts and improvisa- 
. tion with available materials enabled 
„them to make exquisite artifacts and 
.textiles more than 2 millennia ago, 
when the Russians were dressing in 
animal skins. 

. Whereas the Soviet Union exports 
" hardly any consumer goods, China has 
. been selling its consumer products in 
Southeast Asia, Europe and America 
for centuries. Until opium and Man- 
.chester-made piecegoods appeared on 


-the inventories of the Western traders, . 


China had a surplus of silver specie on 
trading account, for it despised most of 
the products of other countries and 
considered them unnecessary. 

Á century-and-a-half of contact 
with foreign commercialism has 
taught China that it cannot run a 
closed-door economy in the modern 
world (though its “open-door” policy, 
it should be recalled, is a mere five 
years old). China must export — and 
above all, export consumer goods — to 
modernise and become prosperous. 

Since most consumer-goods man- 
ufacturing processes are labour-inten- 
sive, efficient management of such in- 
dustries is particularly important, and 
this is where modern Chinese indus- 
tries still fall down. The low cost of 
labour means Chinese goods can be 
competitive even when they are ineffi- 
“ciently produced, but the need for 
modern management methods and 
marketing techniques is being increas- 
ingly felt. 


his is what the SEZ experiment is 
all about. The purpose of the SEZs 
< is partly to soak up foreign expertise as 
well as capital and then spread it 
around the rest of the country. Whe- 
therthisishappening in practice, how- 
ever, is doubtful. 

Why should any of this be important 
to the Soviets? They are not very in- 
terested in trying to produce consumer 
goods for export, and they would not 
alish having so many “decadent” 
oreign influences on their soil, playing 







Because of its huge natural resources — 






itali sm. . The idea ofa Soviet SEZ 
ed 
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nomic c pla ner — is in its. sec dary 
importance as a supplier of goods to 
the Chinese domestic market. Shoes, 
electronic goods and kitchenware, for 
instance, are badly needed by the 
Soviet consumer, and a manufacturing 
or processing zone open to foreign 
management could make a significant 
improvement in real living standards. 
However, the chronic shortage of 
labour in the Soviet Union would 
argue against the setting up of SEZs in 
that country. 

Arkhipov’s visit to Shenzhen was 
probably motivated by a more general 
desire to see how the Chinese are get- 
ting along with the economic system he 
helped plan for them in the 1950s. In 
the heavy-industrial sector, he would 
find mostly obsolete equipment of 
Soviet and East European manufac- 
ture, badly needing spare parts or re- 
placements. China cannot afford to re- 
tool all its industry with superior, 


KA 





in 
Ft 


um — 
Re MAN 


Wanti] i on WHH 
Pu UAE Nile 


at au = | 
- GOING.. m 


Kt 
VN 


Western or J apanese equipment, and 
this is an excellent. ason supporting 
its political decision to give trade with 
the Comecon (Soviet economic-bloc) 
countries a big boost. 

Arkhipov may bé sceptical about 
China's chances of liberating its indus- 
tries from bureaucratic red tape and 
giving managers more autonomy and 
profit incentive. A similar experiment 
in the Soviet Union in the 1960s failed 
almost completely, though Hungary 
has shown that in a small socialist 








than in the big ones. 
However, the most promising deve- 


with China is likely to be an increase 
in deliveries of Chinese foodstuffs, tex- 
tiles and other consumer goods to 
Eastern Siberia and the Maritime Pro- 


suffered a net population outflow to 
the western parts of the oa 
whereas Moscow would like 


country such reforms may work better | 


vince. In recent years, those areas have | 


| how badly things can go wrong in 


| ards, quite poor. But are they poor b 
lopment in the Soviet Union’s trade | 
| form of Marxism-Leninism, or 




































vodka, E hea d-tool 
and textiles. China could send it 
from Inner Mongolia, and pork: 
poultry from Manchuria, to-nelp- 
the disgruntled Siberians. The g 
ally low quality of Chinese 
fruits and vegetables would not. 
sented by people who may not se 
mato for months on end. And. i 
made clothes and shoes would E 

ped up in Soviet stores. 

















Hough. may be a ‘little. pes t 
the latter. However often the C} 
cite Lenin's New Economic Po 
the 1920s as justification for their: 
tion with capitalism, fundamen 
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Dail Asati zaite in prin 
cle which appeared — untilitw 
rected — to reject Marxism entir 
symptomatic of a questioning mo 
the Chinese leadership and 
Academy of Social Sciences. | 

For the past 25 years Soviet lead 
have held up China as an example. o 












country which rejects Soviet le 
ship and advice. The mass of Ch 
people are still, even by Soviet s 
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| Executive Council (Exco), 
| shing, and. 
Prime Minister Margaret Thatcher's 





1997 signed and sealed, the territory is 
bracing itself for the problems of 
transition from British to Chinese rule. 
While much uncertainty surrounding 
the territory's political future has been 
removed with the signing of the joint 
declaration, many are aware that if 
Hongkong does not have a successful 
transition, there will be little to look 


. forward to after 1997, when the terri- 


tory is to become a special administra- 
tive region (SAR) of China. 
Despite a barrage of propaganda on 






the events surrounding the agreement, 


doubts have. continued to break 


| through the cloud of official euphoria. 





They have be highlighted by the res- 
ignation of a senior member of the 
b Lo Tak- 
‘perhaps too by British 








| | brusque dismissal of anyone daring to 













| USsiBo0 
(1200 — 
$20.00 





» +. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review | 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the.. 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of - 
Asia. Everything from Finances & Currencies to 
iioi and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. | 




































































US$19. 95/HK$1 50. For airmail delivery, 
please add: USSG/HKS45 











Zip Code 
D Surface mail 









. question the: motives of Britain or 


China. = 

The list of. problems seems endless. 
Top priority must be given to the poli- 
tical changes which have to take place 
during the next 12 years so that the 
present archaic colonial system can be 
replaced by a legislature "constituted 
by elections," às stipulated in the joint 
declaration. Dur ng this time, the sys- 
tem must produce someone capable of 
becoming the SAR’ S chief executive, 
drafting of the basic jaw ES will 
serve as the SAR's constitution. Many 
in Hongkong fear it will be drafted 
without their participation. Thatcher's 
reply to queries in Peking last month 
further exacerbated their anxiety. 

During a press conference, Thatcher 
said she was satisfied with China’s 
promise to solicit a wide range of views 
from Hongkong, adding: “You 
wouldn't expect representatives of 
Hongkong to sit on the drafting com- 
mittee." The reason for her view came 
when she was asked whether it was un- 
reasonable that the people of Hong- 


kong should want actual representa- 


tion in the drafting committee. “That is 
not the point,” shesnapped. “The basic 
law is the law of'China. You would ex- 
pect China to draft the basic law.” 
Some in Hongkong found such insen- 
sitivity to their feelings frustrating. 
But they have long realised that if they 
want to extract further concessions 


from the Chinese leadership about 
' | their future they would naves to rely on 


ith the Sind: British joint declara- jk : 
tion on Hongkong's future after - 


not ove 


























Governor sii dward- Vonde. When 
told that the group's membership had 
not yet been decided, she insisted that 
she would bé “absolutely astonished if 
the governor fs not on it." 

Thatcher s ássertion caused conster- 
rA privately: sáid that it was gr 
under standing with Chinese officials 
that the governor would not be a 
member ofthe joint liaison group and 
that they had briefed the prime minis- 
ter on this. For the first three years of 
its existence, the joint liaison group is 
to meet alternatively in Hongkong, Pe- 
king and London before it sets up its 





. "principal base" in HORE ROME in July 


1988. 

With such a schedule, it is. unlikely 
that the governor would be a member 
of the group. forit would mean spend- 
ing two-thirds 6f his time outside 






Hongkong, government officia 


So the question. is whether Th er 
had a temporary lapse of memory dur? 


ing the news conference or deliberately 


ignored the Foreign Office's advice. 
Chinese sources also expressed sur“ 
prise at her remarks. They said the 
governor would probably not be a 
be diffi of the group because it would 
fficult for the Chinese side to find 








part from Hongkong with 
courant rank, as it was almost cer” 
tain that the direetor of the official 
Xinhua .-newsagency’s Hongkong 
branch, Xu Jiatun, will not be à 
member, Xinhua's: director for years 
has been Peking's quasi-official repre- 
sentative in Hongkong. | 


J 





udging from Thátéher's performaneé 
in Peking and. Hongkong, it is ap 


parent that Britain's role in Hongkong 


for the next 12 years will be to ensure 
"a smooth transition." She was con 
vinced that the “ore country, two sys- 
tems" formula would work, since there 
are already two systems operating 
within the boundaries of China now: 
"It isn't asiif we are dropping some- 
thing new into: Hongkong in terms of 
an economie system," she said. ri 

However, observers say” the doubt 
about "one country, two systems are 















the maintenance of  Hongkong's 
capitalist lifestyle is China's self-in- 
terest, which at present is heavily 
linked to the new policy of "opening to 
the outside world." 

Thatcher also did not find it neces- 
sary to enlighten Hongkong on the 
worrying role of the People's Libera- 
tion Army in the future SAR, nor 
would she accept for Britain responsi- 
bility for Hongkong people who do not 
wish to live under communist rule. 

When asked if abandoning such peo- 
ple was morally defensible, Thatcher 
insisted that in 1997, 92% of Hongkong 
would have reverted to China even if 
the Treaty of Nanking and the First 
Convention of Peking had been recog- 
nised by Peking, so Britain was correct 
in entering into agreement with China 
to allow the present lifestyle in Hong- 
kong to continue after 1997. 

"I think you would have had great 
cause to complain had the government 
of Great Britain done nothing until 
1997, and I believe that most of the 
people, indeed, the overwhelming 
number of the people in Hongkong, 
think the same. You may be a solitary 
exception," she told the reporter who 
asked the question. 

The prime minister's offhand dis- 
missal of the issue of Britain's moral 
responsibility — one which Thatcher 
herself stressed repeatedly when she 
was in Hongkong in 1982 — flew in the 
face of generally acknowledged con- 
cern over whether China would honour 
the terms of the joint declaration. Even 
Xinhua officials have acknowledged 
such concern and have said only time 
would convince Hongkong of China's 
determination to implement the con- 
cept of “one country, two systems." 

Some local newspapers claimed that 
it was Britain's refusal to face up to its 
moral responsibility which led to the 
resignation of lawyer Lo, who was ap- 
pointed to Legco in 1974 and Exco in 
1980, and was considered one of the 
more outspoken and talented unoffi- 
cials. One colleague described him as 
"arrogant, but has the quickest mind" 
in Umelco, the unofficial members of 
the two councils. 

News of Lo's resignation was leaked 
shortly after the signing of the joint 
declaration. He was out of Hongkong 
and could not be reached for comment. 
Some reports said he had wanted to 
resign immediately after the joint dec- 
laration was initialled, but was per- 
suaded to stay on until after the formal 
signing. 

In his last speech to Legco on 25 July 
1984, Lo spoke of the need to provide 
"a fire exit, a safety net, an option" for 
the Hongkong people “who were sud- 
denly confronted with the prospect of 
being thrust into the unknown." He 
suggested, and later contributed 
HK$500,000 (US$64,000) to, the setting 
up of an office to provide comprehen- 
sive and up-to-date information on 
immigration matters throughout the 
world. He also spoke of the need to 
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foreigr ries of the truth 
that all we want from them is an option 
and that we much prefer Hongkong.” 
Lo’s company, the Hongkong Freedom 
of Movement and Rights of Abode Ltd, 
was to begin operation on 3 January, 
with the twin mission of providing im- 
migration information and advice on 
investment opportunities overseas. 





espite his talents, Lo's departure 

from the political scene is unlikely 
to make much difference, as Hongkong 
begins to groom a new generation of 
elected leaders. However, his capabil- 
ity, independence of mind and courage 
to stand up to authorities are qualities 
sadly lacking in Umelco, the majority 
of whom are docile appointees faith- 
fully toeing the government line. The 
question is further compounded by the 
lack of imaginative and able leader- 
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ship in government. Most of the top 
ranking administrators are paper- 
pushing bureaucrats who lack the 
foresight and flair to guide Hongkong 
through the transition period. 

By 1997, all legislators will be 
elected — and perhaps, too, heads of 
departments if the government decides 
to implement a ministerial system. In 
all this, Britain is looking for a success- 
ful transition which in turn would 
pave the way for an honourable British 
withdrawal. But this is easier said than 
done. After living in an apolitical envir- 
onment for decades, Hongkong's peo- 
ple cannot be expected to switch on to 
politics at the snap of a bureaucrat's 
finger. 

To complicate matters, Thatcher 
told reporters in Peking that the joint 
liaison group would be consulted on 
the pace of political reforms. There is 
concern in some quarters that this may 
mean interference by China, and some 
are worried that Britain will not put up 
vigorous opposition to such attempts. 
While Peking has refrained from indi- 
cating which direction it wants politi- 
cal reforms in Hongkong to take, some 
people suspect that it will resist at- 
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Thatcher in Peking; Lo: a question of responsibility. 


tempts to introduce a directly elected 
government for fear of letting in pro- 
Taiwan elements as well as having a 
destabilising effect on the mainland. 

On 4 January, the government was to 
begin accepting nominations from 
candidates for the March district 
board elections. Although some op- 
timistic reports said as many as 1,000 
candidates might contest the 200 odd 
board seats, some government officials 
are deeply worried that good, capable 
people will not stand. 

Speaking immediately after his re- 
tirement, former secretary for home 
affairs Denis Bray sounded this warn- 
ing: “If those who have built Hong- 
kong into the prosperous place it is 
today make no effort to preserve this 
prosperity, then there is a real danger 
that this prosperity will be destroyed 
by those who do not understand the 
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underlying reali- 
ties of life in 
Hongkong. " 

Such desperate 
pleas may be too 
little and too 
late. Despite all 
the cajoling, only a very small num- 
ber has expressed any interest in poli- 
tics, and they are mainly professionals 
from the middle class. Hongkong's 
masses have stayed obstinately apathe- 
tic. 

The fact that Hongkong cannot be- 
come independent has deprived poten- 
tial leaders of their most powerful po- 
litical slogans — those pertaining to 


independence. They are left with 
pledges to maintain Hongkong’s 
“prosperity and stability.” A so-called 
political organisation, the Hongkong 


People’s Association, was formed in 
December last year “to encourage peo- 
ple to take part in politics.” But so far, 
it has gone unnoticed. Some members 
have become disillusioned with its 
lacklustre performance and privately 
predict that it will soon disband be- 
cause of a lack of consensus and inac- 
tivity. Oo 
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Rajiv's first 








= After sweeping the opposition away with a brilliant juggling act, 
-— the prime minister now promises unity and clean government 





By Salamat Ali in New Delhi 


y successfully turning India’s 
eighth general election into a ref- 


- erendum on national integrity and po- 


litical stability at the centre, Prime 
Minister Rajiv Gandhi has scored a 
massive personal victory  unpre- 
cedented in the country's history. 

Securing more than a three-quarters 
parliamentary majority and more than 
half the votes polled, he has reduced 
the national opposition parties to a 
shadow and defeated all but a handful 
of the top opposition leaders. Only a 
few regional parties managed to resist 
the tide and will liveto fight again — in 
some cases in state elections within the 
year. 

Few had doubted the ruling Con- 
gress party's prospects of forming the 
next government, but not many had 
taken seriously Gandhi's pre-poll pre- 
diction that in the next parliament the 
opposition would have to be searched 
for with a microscope. On the eve of the 
polls, most political leaders, including 
Gandhi, thought the sympathy gener- 
ated by his mother's assassination was 
no longer the factor that would sway 
the electorate. But, in the words of the 
electorally battered Communist Party 


of India-Marxist (CPI-M) chief minis-* 


ter of West Bengal, Jyoti Basu, the 
elections proved that “Indira Gandhi 
dead is more powerful than Indira 
Gandhi alive." , 

Gandhi told correspondents on 29 
December that the massive mandate he 
had received was for the unity and in- 


tegrity of India. He was right, for he 
had made a highly emotive appeal 
on this, his key campaign issue. 


As Karnataka's former chief minister 
22 


K. Ramakrishna Hegde put it: "It istoo 
crude and too disgusting even to de- 
scribe the way the Congress put up 
hoardings, advertisements and film 


Gandhi campaigning; stockbrokers cash in on post-victory boom: a new beginning? 


-act triumph 





; heartland, 





platform. Considered a party of Hindu 
revivalist sentiment, the BJP was not 
able to win a single seat from the Hindi 
the home of Hindu 
nationalism. The Rashtriya Swayam 
Sevak Sangh, a paramilitary ex- 
tremist Hindu organisation, earlier 
considered the backbone of the BJP, 


| swung behind the Congress. 


shows depicting Mother India holding | 


the body of Indira Gandhi with tears 
rolling down her eyes and blood flow- 
ing from her belly." 

Hegde's party chief, Janata Party 
president S. Chandra Shekar, who lost 
his seat, argued that the massive vic- 
tory by the Congress “could be only for 
two reasons — the sympathy factor we 
could not assess or a total Hindu back- 
lash.” He added: “We have never been 
so much off the mark. The people seem 
to have been swept away by communal 


| frenzy." Attal Behari Vajpayee, chief 


of the Bharatiya Janata Party (BJP), 
who also lost his seat to the former 
maharajah of Gwalior, a Congress can- 
didate, ascribed his defeat to "money 
power, muscle power and ministerial 
power." 

Former prime minister Charan 
Singh, who heads the Dalit Mazdoor 
Kisan Party (DMKP), who held his seat 
amid charges of electoral fraud, 
blamed the opposition's rout on “mass 
rigging done with the help of govern- 
ment officials." These assertions, how- 


ever, seem a lame explanation for the 
behaviour of the voters. The Congress 


has succeeded in its highly delicate 
strategy of appealing to the Hindu 
majority community's sentiment with- 
dut losing the support of the 
minorities. 

Emphasising the danger to national 
unity posed by separatist sentiments, 
especially Sikh militancy, it knocked 
the heart out of the BJP's electoral 





| candidate 


The Congress victories in areas 
where Muslims or other minority com- 
munities dominated were ascribed by 
the opposition to the minorities' deci- 
sion to avoid subsequent retribution. 
However, in retrospect, it seems clear 
the minorities had no choice, for no op- 
position party was contesting even half 
the seats, and for that reason could not 
have assured them of security and wel- 
fare. The Congress, however, asserts 
that Indians have risen above religious 
and caste considerations and that the 
present elections mark an end to the 
role of caste and religion in politics. 


ther factors favouring the Congress 

include its extensive nationwide 
organisation, the quiet dignity of Gan- 
dhi himself, admired throughout the 
country, his youth which went well 
with an electorate of which 68% is 40 
years old or less, and his promise to 
usher in a new order to give the country 
an efficient and clean administration. 
He was accepted widely as the most 
credible agent of change. 

Besides, Congress money power was 
translated into hundreds of thousands 
of video-cassettes, hoardings, posters 
— even in remote villages — and sat- 
uration advertisements in newspapers. 
DMKP leader H. N. Bahuguna, who 
lost his seat to Congress film-actor 
Amitabh Bachchan, said 


| that more money was spent this time 





than in all the elections since 1950 
The opposition complains that the 
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he Congress sweep at the general 

election raises questions about the 
future of state governments not under 
the ruling party's control, especially in 
view of its efforts in recent months to 
topple three opposition-controlled 
state governments in a row. Now that 
the Congress position at the centre is 
unassailable, it is not clear if it will be 
conciliatory to such state governments 
or seek their liquidation through ques- 


_tionable means to secure one-party 


Hh 


pe! 


dominance of the states. 
After winning power in 1977, the 


Janata government at the centre dis- 
—missed nine Congress-led state gov- 


- ernments and ordered fresh elections. 
— Similarly, storming back to power in 
- 1980, the then prime minister Indira 
- Gandhi dismissed nine state govern- 


ments held by the Janata Party and 
forced fresh elections. This time, how- 


— ever, Prime Minister Rajiv Gandhi has 


H 


been somewhat conciliatory, to the 
point of criticising his mother. 
"It was wrong to have dismissed 


— them in 1977 and 1980. We will not do 


d 





E. ‘electronic media, monopolised by the 
— state, were used to launch a one-sided 
- tirade against the opposition, which 


- it,” he said, referring to the precedent 
- of parties in control of the centre call- 
— ing elections in opposition-controlled 
‘states. But he added a rider: Kar- 


was shown in an extremely bad light. 


Opposition leaders admitted that in 


— future they would have to try to find an 


- answer to the money power and man- 


— ipulation of radio and TV. One opposi- 
— tion leader asserted that his side had 


failed to appreciate the impact of the 
— 180 new TV stations opened during the 


_ past six months. 


But the opposition was not as help- 
less as it now claims. It had more ex- 
perienced leaders campaigning, not 
only for their own parties but at places 
where there was unity for the other op- 


- position parties as well. N. T. Rama 


RÀ 4 


Rao lent a helping hand to the opposi- 


tion in Tamil Nadu and Hegde cam- 


 paigned not just in his home state 


of Karnataka. Farooq Abdullah of 
Jammu and Kashmir campaigned all 
over India and especially in areas with 
large Muslim communities. But as the 
BJP fielded only 226 candidates, the 
Dravida Munnetra Kazhagam (DMK) 
168, CPI-M and the Communist Party 
of India 120, and the regional parties 
117, amid continuing open mutual 
quarrels, the electorate was not con- 
vinced that a promised coalition gov- 
ernment was a real alternative to the 


P ruling party. 
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All these factors translated nation- 
24 


| . Regional sentiments are still strong in some places where Gandhi 
—. may be tempted into new confrontations with the opposition 


_ By Mohan Ram in New Delhi 


nataka state chief minister K. Ramak- 
rishna Hegde was an important 
member of the Janata Party which set 
the precedent in 1977. This amounted 
to a veiled threat against the opposi- 
tion leader. However, Hegde resigned 
on 29 December to call fresh state elec- 
tions, predicting he would gain a two- 
thirds majority. 

Karnataka is only one example of a 
state where strong currents of regional 
sentiment can be discerned beneath 
the surface of the Congress' over- 
whelming victory in the national polls. 
Others are Sikkim, Jammu and 
Kashmir and Andhra Pradesh. In May 
1984, the ruling party high command 
in New Delhi attempted to thwart the 
emergence of a regional party under 
the leadership of the former Congress 
party chief minister of the tiny 




















wide into more than a 50% vote for the 
Congress. The party's best previous 
performance was in 1957, when it 
scored slightly more than 47% of the 
votes cast. With a record poll across the 
country, the Congress scored 56.3% in 
northern India, 50.2% in the east, 
53.8% in the west and 50% in the 
south. This makes it the only national 
party with real countrywide support. 
But, despite the 50% vote it scored in 
the four southern states of Tamil Nadu, 
Kerala, Karnataka and Andhra 
Pradesh, the Congress clearly has trou- 
ble in the region. About 80% of the 
electorate in Tamil Nadu is polarised 
equally between DMK and the break- 
away All-India Dravida Munnetra 
Kazhagam (AIADMK). The Congress, 
which has only a 20% share, is obliged 
to align itself with one or the other. It 
swept the polls in the last election in 
1980 in alliance with the DMK. This 
time it will stay with a toehold on 
power with the AIADMK. In Kerala it 
is obliged to seek support from various 








President's rule: was arosai to pre- 
vent Bhandari from defecting with 16 
Congress legislators to form the Sik- 
kim Sangram Parishad. This tactic 
prevented the popular chief minister 
from continuing to rule Sikkim, but 
the Congress got a rebuff when Bhan- 
dari trounced the Congress party can- 
didate in the contest for the sole Lok 
Sabha seat from Sikkim. The state has 
to elect a new state legislature shortly. 

Last July, the National Conference 
government of Farooq Abdullah was 
toppled in Jammu and Kashmir state 
when New Delhi engineered a split in 
his party. The breakaway National 
Conference faction is propped up in of- 
fice by support from the local Congress 
party. 

The National Conference is essen- 
tially a party of the Muslim-dominated 
Kashmir valley which accounts for 
three of the six seats from the state, 
while the Congress is strong in both the 
Jammu region, which is dominated by 
Hindus and accounts for two seats, and 
the Buddhist majority Ladakh region, 
which elects one seat to parliament. In 
the Kashmir valley the contest was be- 
tween the two factions of the National 
Conference — and the Abdullah fac- 
tion won all three seats. This means the 
split in his party was of little signifi- 
cance despite the Congress support for 
the rival faction. 

In mid-August, Gandhi and his ad- 
visers embarked on a misadventure in 


state parties such as the Indian Union 
Muslim League and such other minor 
local parties. In Karnataka it has won 
24 of the 28 seats compared to 27 in 
1980, but the Janata Party’s share of 
the vote has climbed from 29% in 1980 
to 40% now, In Andhra Pradesh, where 
the Congress won only six seats com- 
pared to 41 in 1980, it suffered its one 
serious setback. 

Judging by the pattern of elections it 
seems regional opposition parties have 
done much better than the national op- 
position parties, which have been 
crushed. The Congress has done badly 
in the three states — Jammu and 
Kashmir, Sikkim and Andhra Pradesh 
— where it collided with the local par- 
ties and dismissed their governments, 
possibly the reason for Gandhi's un- 
equivocal statement now that dismis- 
sals of state governments was wrong. 


he opposition parties are to hold 

their meetings soon to assess what 
went wrong. But the party leaders 
already are jittery. Charan Singh 
has declared he would like a younger 
person to take over from him but that 
his party will not let him go. Chandra 
Shekar and Vajpayee, asked if their 
parties would apportion blame to 
them, reacted sharply by declar- 
ing that though it was a matter for 
their organisations to consider, they 
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| of | l upsurge of 
support in the state. "^ 
When Gandhi called "the: general 
election, Rama Rao resigned. and dis- 
. solved the legislature so that he could 
win a fresh five-year mandate for him- 
self. Voting in the state Tor the contests 





to national parliament” was , a serious. 


rebuff to the Congress, “th 1980, the 
Congress won 41 of the 4 








Desam won 28, its alliés fiv 
Muslim group, one: Fines 


p ih the opposition- Tun govern- 
f ments seeking fresh mandates in 
Andhra Pradesh and Karnataka, it is 
open to the Congress to attempt their 
electoral annexation. While the Telugu 
Desam looks set. to retain Andhra 
Pradesh, the Janata. party has a fair 
chance in Karnataka ‘where the Con- 
| gress showing at the national polls has 
; been less spectacular. than in. many 









g B West Bengal and. ‘Tripura, both 
. ruled by alliances dominated by the 
Communist Party of “Indik -Marxist, 
the Congress party’ S Showing. at the 
national elections was an improve- 
meht on its 1980 performance, but not 
to the degree that would call for 
the resignations of the governments 
there. The Congress. cannot hope to 








LE Ae ek ae PLE UAE On s 
ids ioi see any reason quad fesipnind: 
However, itis clear that both will be 
under pressure — Vajpayee from the 
wing that has. scoffed all along at his 
idea of projecting a secular image ol 


the party, and Chandra Shekar from Hi 
the wing beholden, to.. former prime | 


minister Morarji Desai, who does not 
think highly of him. ! 

But the Congress is not without its 
own problems. The communalisation 
of politics has created its own prob-. 
lems and, aware of this factor, Gandhi 


declared on 29 December that working . 


for communal harmony would be one 
of his two foremost tasks. The other, he 


| Promised would be to give the country | 


a clean and efficient administration. 
Since he linked the Sikh problem with 
the key campaign issue of national in- 
tegrity, he promised to do something 
unspecified about Punjab ' ‘as soon as 
possible.” 

With more than a three-quarters 
majority, Gandhi has a much bigger 
margin than his mother, who had two- 
thirds in the last parliament — but 
even she could have amended the con- 
stitution if she so desired, Her majority 


had turned parliament into a rubber - 
stamp, eroding democraticinstitutions — 


and promoting the rule of, the “kitchen 
cabinet." Gandhi has :a different 
_*kitchen cabinet” of his own and also 

; )pular di oval for is implicitly 















| 4 contests, but | te 
this time it won only six (twó of the 42. | we 
contests are postponed). "The. Telugu 
veand alocal 
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to most. d ir eee five ¢ years. 


The Congress party cannot hope to 
wrest this state for itself because it has 
been ruled by a regional party and has 
been lost to the Congress since 1967. In 
Jammu and Kashmir, the Congress 
party ruled by proxy but cannot make 
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lence or disqualift ication. 


opposition sneers: 

His critics had feared reduction of 
the importance of politicians if he re- 
ceived a mandate. With more massive 


opt to retain the personalised style of 
rule in vogue in his mother’s days, or 


ference is his recent declar ation that he 
would like someone else to take | over as 
president of the Congress and would 
like to see the party reorganised at all 
levels. He has also. said he will watch 


the performance of his. ministers, who: | 
should prove themselves efficient men 
of integrity. 3 





promised E E outlook, despite 
support than anyone could predict, he 
now stands at the crossroads. He can | 


strengthen the democratic institutions 
of power. A small indication: of his pre- 


improved its representation in. dels 4 
ment, from 10 in 1980 to 17 now out of 
. the 20 contests. In Tamil Nadu, its ally 
the Al- India Anna Dravida Munnetra 
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| Of the 544 seats in the 1984 Lok Sabha two are reserved fot the e 
Anglo-Indian community and nominated by the government Of | tional 
the remaining 542 seats only 508 results were declared by | ` | 
1 January. Elections were suspended in both Assam and Punjab 
accounting for a totdl of 27 seats, while elections for seven seats | u 
were either postponed or countermanded due to electoral vio- | over t 


exclusive objectives. 


| lacks institutional strength. Since 
Gandhi's murder exposed this w 





the party kitty; eed to re 
















all of them eens the Co 
are to be re-elected by mid-1985 
is in addition to the re-election i 
Andhra Pradesh and Karnat 
latures caused by the resignatio: 
opposition governments there, I 
likely that the opposition wou 
any state except Sikkim from | 
gress at these elections. If anyt 
opposition is in for a further r 
outside Andhra Pradesh 
nataka. | 
On its part, the Congress sh 
reconciled to being out of pow 
states whi 




















power. But 
requires tha 
overcome 1t 
temptation 

make a 
centre (toi 
as a prerequisite 
j the nation's i 
rity) a sy 
for its own 
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party funds and cleansing the ad: tores 
tration of corruption are two mutual? 


‘Finally, though the world's bigg 
democracy has gone through - 
biggest d democratic exercise yet, it : 
mains highly vulnerable because 


nerability, the Indian electorat 
massively to do what it consi 
be a shoring-up operation, F 
with Gandhi alone remi 
guarantor of national int 
India's security — as appare~ 
lieved by most of the electora 
d for institution- -building 
sven more urgent. 
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_ “Phe outcome of India's general elec- 
E. tion is seen, among other things, as 
- a vote for youth represented by 40- 
5 Eco Rajiv Gandhi who succeeded 
- his mother, Indira, as both prime 
- minister and party president after her 
assassination two months: ago. Those 
who pack Gandhi's parliament are not 
very different from those of the outgo- 
ing house, because the generational 
change in Indian politics had already 
occurred by the 1980 elections. 

By contrast, the parliament which 
arose from the first adult-franchise 
- elections in 1952 was of an entirely dif- 
ferent character. They were more 
_ grassroots politicians who had partici- 
pated in the independence movement 
- and had a role in framing the 1950 re- 
appre constitution. Until last year, 

Mrs Gandhi provided the vital link be- 
_ tween her father's generation which 
‘dominated the 1952 parliament and 
- the new age group of 40 and below 
— born around the time of independence 
in 1947. 
_ About 87% of the population and 
68% of the electorate belong to this 
—new "Rajiv generation," which came of 
— age politically in the 1984 election. 
~ Even before his mother's assassina- 
- tion, Gandhi was the second-most pow- 
erful person in the party and the gov- 
ernment, The only formal position he 
— held, besides being an MP, was one of 
— the five general secretaryships of the 
— party. Ever since he entered politics in 
~ mid-1981, he was surrounded by 
young men of his age group who had 
Dite to do with his party's tradition 
- and belonged to what is known as the 
— managerial elite — sophisticated, re- 
— sult-oriented business executives and 
- technocrats. 
D Even before Mrs Gandhi formally 
— announced the election, and well be- 
— fore her death on 31 October, Rajiv 
- Gandhi had practically completed the 
- choice of the party's nominees with his 
‘succession in view. He had planned to 
"drop about 175 or one-third of the 1980 
_ contestants. But when he called the 
— election and began handing out party 
= electoral tickets to Congress candi- 
— dates, there were rumblings of protest 
_ and dissension in the party and as a re- 
sult there were only 80 newcomers. 
i Gandhi and his party were uncertain 
—— Ofa massive victory. In their anxiety to 
= eliminate key opposition personalities 
- from the next parliament, they fell 
back on jaded film stars — Sunil Dutt 
= against the Bharatiya Janata Party's 
— A (BJP) Ram Jethmalani; and Vijayan- 
b timala Bali against Era Sezhian of the 
= Janata Party. They put up prominent 
film star Amitabh Bachchan against 
Dalit Mazdoor Kisan Party (DMKP) 
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Rajiv's election reflects a new generation's political coming of 
age, but his new cabinet fails to mark dramatic change 


leader H. N. Bahuguna. And they 
shifted a former prince, Madhava Rao 
Scindia of the Gwalior royal family, 
from his seat to fight the BJP's Atal Be- 
hari Vajpayee from Gwalior. 

All these opposition leaders have 
been defeated as well as George Fer- 
nandes and S. Chandra Shekar of the 
Janata Party and Samar Mukherjee of 
the Communist Party of India. 

The composition of the cabinet ap- 
pointed on New Year's Eve makes it 
clear that in choosing 15 senior minis- 
ters and 25 junior ministers, Gandhi 
had to strike a balance which takes 
into account competing regional in- 
terests, religious minorities (Muslims 





and Sikhs especially) and caste (the 
former untouchables and tribes). He 
also had to provide representation for 
women. 


further complication here was his 

understandable anxiety to balance 
three streams of Congress parliamen- 
tarians: those who had been loyal to 
the party throughout; those who had 
deserted his mother when she was de- 
feated in 1977 but found it expedient to 
come back when she was in power in 
1980, and new entrants to the party in- 
ducted by him. And he had to strike a 
balance between youth and experience 


‘because he has to give the impression 


of a youthful leader. 

He dropped from his cabinet Fi- 
nance Minister Pranab Mukherji, Rail- 
way Minister A. B. Ghani Khan 
Choudhury, Law Minister Jagannath 
Kaushal and Planning Minister P. C. 
Sethi among the senior ministers. He 
could not help retaining the rest. But 
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the early 1960s when 
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Gandhi's grand- 
father was prime minister. He had 
gone out Of politics for some time. 
Abdul Ghafoor, who gets works and 
housing; was chief minister of Bihar 
state in the early 1970s, while Bansi 
Lal, who gets railways, was defence 
minister in Mrs Gandhi's pre-1977 
cabinet. a 

K. C. Pant, who gets education, was a 
junior minister before 1977 and left the 
party but returned recently. Some of 
the new senior ministers are promotees 
from junior positions (H. K. L. Bhagat, 
parliamentary affairs, and Mohsina 
Kidwai, health and family planning). 

As for younger talent, the represen- 
tation is far below the expectations of 
youth: Scindia was a member of the 
outgoing parliament and gets a junior 
ministership (railways) while Gan- 
dhi's close confidant and cousin Arun 
Nehru, who is now a powerful party 
general secretary, was also in the out- 
going parliament. He gets a junior 


ministership, in charge of power. 


Former ambassador K. R. Nara- 
yanan, though new to politics, is old 
in age and gets the junior minister- 
ship of planning. Natwar Singh, who 
quit the foreign service to enter poli- 
tics, is also accommodated in a junior 
position (steel). 

Gandhi may find there is not 
enough talent in parliament despite 
the numbers. His sights seem to be set 
on a bureaucrat-technocrat model of 
government geared to efficiency and 
quick results. It is theoretically possi- 
ble for him to induct talent into parlia- 
ment through indirect elections to the 
upper house to meet the requirement 
that a minister be a member of either 
house of parliament. 

But then elections to the upper house 
are biennial (a third of the members re- 
tiring every two years) and the next 
round is only in early 1986. The other 
option left to him isto have a council of 
ministers as usual, but place effective 
power with specialist *advisers" who, 
without being MPs, can be accorded 
the rank of cabinet ministers. 

This is nothing new because Mrs 
Gandhi's special envoy G. Partha- 
sarathy, who enjoyed cabinet rank and 
has been reappointed by Rajiv, had a 
greater say in foreign policy than the 
foreign minister. Gandhi is sur- 
rounded by ambitious young men, 
mostly his Doon School classmates, 
and they might have a bigger say in po- 
licy even without formal position in 
the government. 

The danger here is obvious: a further 
depoliticisation of India’s parliamen- 
tary democracy which leaves elected 
politicians both less accountable to the 
electorate and less committed to the 
government's policies, while the prime 
minister becomes increasingly depen- 
dent on all-powerful bureaucrats and 
technocrats. 
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The first Special Session of the ITU World Telecommunication Forum and Exhibition 
to be held in Singapore from 14 May to 18 May 1985. It is the first of such a 
session to be held outside Geneva. 


Jointly organised by the Telecommunication Authority of Singapore and the 
International Telecommunication Union (ITU), this Singapore Summit promises to be 
an international high class event with leaders and experts of the world's 
telecommunication administrations and industries to focus on two carefully selected 
subject areas of interest to the entire communications community 


* Challenge and Reality of the Integrated Services Digital Network (ISDN), 


which will provide not only telephony but all types of digital services on 
a switched basis. 


* Mobile Communications with special emphasis on the rapidly developing 
field of cellular radio. 


For more information about the Asia Telecom 85 Forum and Exhibition, please contact: 


Telecommunication Authority of Singapore 
4c» Asia Telecom B5 Secretariat 
26 Storey Comcentre 
Telecoms 31 Exeter Road, Singapore 0923 
Republic of Singapore Tx.: 421 000 uit ch 
Tel.: +65 734 3344 V To: Burinterna Geneve 
Tx: RS 3331 UlTFax: 33 72 56 


ITU-Asia Telecom B5 Secretariat 
“PA Place des Nations CH-1211 

| Geneve 20, Switzerland 

Tel: +4122 99 51 11 


z 
3 
> 
ñ 
j 
G 





To: Telecom Singapore CPTE: SBS C8102 2430 
SINGAPORE AIRLINES 


the official airine tor Asia Telecom 85 








Five good reasons why the 


new River View Hotel 
is your best value in Singapore. 


Five star quality at four star prices 


The River View looks and feels like a five-star hotel . . . 
but it just isn’t priced like one. 


uperb rooms 
S^ a five-star hotel you'd 


expect spacious rooms, 
designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 


movies , individual air-conditioning 


control, a mini-bar and 
International Direct Dialling. 
That pretty well describes our 483 
rooms and suites. 


ine international cuisine 
F We offer three world class 

restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 


C 


OL scopo 


382 Havelock Road Singapore 0316 


There's even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 
equipments too. 


rime location 
P Situated in the Havelock 
Road hotel district by the 


scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
A Every day we have 2 private 
shuttle buses to take you to 


the beautiful Desaru View Hotel. 
It's only 22 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Opening April 1985 
Singapore — Tel: 7329922 
Telex: RS 55454 RVHTEL 
Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 













WWF Kor Tanaka, BCI 


‘Lhe 


Giant Panda 


needs your help 
LO SUrVIVC 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has à future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation tn your country or direct to. 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WW F acknowledges the donation of this space by 
Far Eastern Economic Rete 
Advertisement prepared asa public service by Ogilvy & Mather 




























The world's top hotels book into The 
Review because Asia's top frequent 
business travellers regularly read it 
Our average reader spends more thor 
thirty-six nights a year in hotels. In fact, jus! 
our subscribers alone account! for well 
over 2 million room nights per year. Andi, 
incredibly, over half of them book rooms 
for other people, amounting to yet anoiner 
900,000 room nights. 1 
Which is why youll find that over 
seventy of the world's most prestigious 
hotels are regulor guests of The Review 
When you consider that olmos! ali our 
readers hold senior positions in business 
the professions, or government, you'll 
realise The Review is more than a good 
booking. It's the suite | 
Book The Review. Because when 


we talk travel, we mean business 
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Before you take off 
on business, make sure 
youve got everything 


Make sure you've got an electronic 





Make sure you've got express check- 


in, a luggage allowance of 30 kilos and 
special lounge facilities. 

Make sure you've got a 
seat where you want to sit. 
(Upstairs if you dont smoke, 
downstairs if you do). aay 

And while you're 
selecting your seat, make 
sure you ve got the widest 
Business Class seat in the air. 

Make sure it's got a generous recline 
and you've got the comfort of extra leg 
room. 
Make 
sure you ve 
got a choice 
of menus, 
and that 

i Mi the food is 
served on elegant china with fine cutlery 
and table linen. 

Make sure you've got French wine 
and champagne from Moet and Chandon. 
(Dont forget the cheese board _ 
and fruit basket.) gu 

Make sure Raw 
you ve got a compre- 
hensive selection 
of business reading ^ 
material. 


















* on Thai. 


you've got everything. 


headset and a pair of comfort socks. 
Make sure you ve got 

someone to fuss over you. 

(Only an airline with one 
cabin attendant for 

E every ten passengers 
can make 
sure 

you ve 

| = got that.) 
And make sure you've 

got an airline whose route network can 

take you to 40 different destinations 








across four continents. 

In short, before you take off on 
business, make sure you ve 
got a ticket flying vil 


Royal Executive Class 
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And you'll know 
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€ IT probably came as quite a shock 
to Christians to learn recently that a 
theology professor has concluded 
that, because of a mistranslation of 
the Greek word katalyma as "inn," 
they have been labouring under a 
misapprehension. 

Jesus was not born in a stable, he 
argues, but in the Palestinian equiva- 
lent of a comfortable family home. 
Just think of all those great paintings, 
all the carols and nativity plays, all 
the sermons emphasising the admira- 
bly humble surroundings of the 
stable, with the animals grouped 
about — now possibly all wrong. 

On second thoughts, the shock 
should not have been too great. The 
Christian churches have always fal- 
sified simply because they suc- 
cumbed to the temptation to bring 
the message nearer home — so Jesus 
is more often than not portrayed as a 
blue-eyed European, not a Semitic 
baby, born in a land of deep snow 
drifts, fir trees, holly and ivy, suckled 
by a Venetian lady in Renaissance 
costume. 

After that, the theory that the event 
did not take place in a stable sur- 
rounded by farm livestock should not 
be too disturbing. And, the professor 
agrees, the baby was laid to rest in a 
manger. 

Unfortunately, Philippine Air 
Lines disagrees. The December 1984 
edition of its in-flight magazine 
Mabuhay, perused by passenger 
David Bluen, blames it all on St Fran- 
cis ol Assisi; 


( yo the season that com- 


memorates the birth of the Son of 
God, always moves the Christian 
sensibility. For many of us this sea- 
son is symbolized by the crib, "in 
vented" by St. Francis of Assisi 
who, according to legend. set up a 
wooden manager. with a real ox 
and ass, at the Christmas Mass he 
celebrated in the forest of Greccio 


in 1223. 













Well, we've all come across some 

very wooden managers in our time, 
but I still prefer the crib. 
e MUCH ofthis column is devoted to 
poking affectionate fun at some of the 
errors, mostly in the English lan- 
guage, perpetrated in this part of the 
world. As it's the holiday period, let 
us take a look at some of the idiocies 
committed outside the Asian region. 
Pride of place must go to an item in 
the Spartan Daily, a newspaper pro- 
duced by the San Jose State Univer- 
sity in California, in a cutting sent fo 
me by Peter Unsinger. 

Now the president of the United 
States is a Californian and some of us 
fondly think that the most westward- 


looking of the American states has 
more fellow feeling with the Pacific. 
We might be encouraged in the belief 
that such an empathy might even lead 
to a degree of knowledge which 
would be reflected in the columns of a 
Californian university publication. 
On 4 October last, a report in the uni- 
versity paper was headlined: 






Taiwanese officials 
tour SJSU, Bay Area 


Bylined Beth Renney, the report 
began by stating that indeed officials 
from Taiwan's leading university 
were touring San Jose University and 
the Bay area “so that they may choose 
students to come here and study." 
The second paragraph, however, 
stated that the visit was a result of an 
exchange agreement signed with the 
president of Chulalongkorn Univer- 
sity, which most Asians would — cor- 
rectly — place in Bangkok. 

After one of the San Jose academics 
had been quoted as describing the 
student-exchange agreement as 





“tying hands across the Pacific” 
(which some may feel to be an unfor- 
tunate way of putting it) the report 
compounded confusion by explain- 
ing: 





Chulalongkorn located in the 
heart of the Thai capital of Peking is 
the oldest university in Thailand. 


® SOMEONE should visit the ivory 
castles of academe in San Jose and 
explain carefully that Thailand is 
different from Taiwan and that either 
would be rather disturbed to learn 
that its capital was Peking. On the 
other hand, hard-nosed businessmen 
can suffer a similar geographical 
jump: a recent letter arrived, some- 
what luckily, in the REvIEW's offices 
from Holland: 


AMSTERDAM 






STOCK EXCHANGE 
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GPO BOX 160 


HONGKOMG JAPAN 


e | VERY much hope that the Cana- 
dian Liberal politician David Peter- 





son got his Christmas cards off this | 


time without embarrassment. In 1983 
he decided to offer the season's 
greeting in 13 languages. For the 
Chinese, he borrowed the characters 
from another politician, Jim Coutts, a 
former secretary to the prime minis- 
ter who in 1982 had also sent out 
multi-lingual cards. Unfortunately, 
Peterson's cards last year read in 


=i By - ~ 


Chinese: “Merry Christmas, Happy 

New Year from Jim Coutts.” 

€ MEANWHILE, as they say, overin 

Austria a certain well-known firm 
| offers a special excursion to Salzburg 
which apparently involves time 
travel courtesy of Dr Who 


| * Sightseeing tour of Salzburg with admission 
| to Mozart's birth 


€ ASIAN manufacturers may find 

some curious names for their pro- 
| ducts, but so do the makers of a brand 
of cigarettes purchased by Bryn Bar- 
nard in Mexico: 











| è AND in Surbiton, a town in Sur- 
rey, England, Nick Steadman photo- 
graphed a rather pointless bus stop 





e THE following ad appeared in The 
Australian. T. Walder, who was as 
puzzled by the ad as I am, wondered 
whether the world's religious leaders 
were being invited to take up jogging: 


| FOR SALE 


ENSTROM 
HELICOPTER 


God times to run 
Train in your own helicopter 


AEROCOUNTRY, MOORABBIN A/P 
(03) 580 9699 





|* ALSO down under, at a cafe in 
Hay, in the outback of New South 
Wales, Kerri Hashmi spotted a sign 
which shows that, when attempting 





Italian, the Australian can outdo 
Chinglish or Japlish any time. it read: 
TEA. .... CIRCE RE MCA AIR 80c 
COFFEE. bukin 1 AES FORRO 80c 
CUPPA CHINO .................. ec $1.00 
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Paul Quinn-Judge. in Bangkok 


anoi's dry-season offensive against 
ambodian resistance forces 
| to be gathering momentum. 
er a brief assault, Vietnamese 
ops captured Nong Samet, the 
st camp administered by the 
er People’s National Liberation 
(KPNLF), on Christmas Day. 
mp's 62,000 civilian inhabitants 
to Thailand. 

izure of Nong Samet leaves 


































ihe front's headquarters at 





ason offensive, the Vietnamese 
now destroyed four KPNLF 
ind disrupted most of the other 
' settlements of the Democratic 
puchea coalition. And Ampil, 
les on both sides of the Cambodia 
| t say, will probably be the next 





apture of Nong Samet, or Rithi- 


been accomplished at first with 
assing ease, but was met with a 
Ot s counter -attack which appa- 


rsary ot the eu ee ten of the 
olian People's Republic. 

The normalisation of relations with 
ur common neighbour, the People's 
Republic of China," Grishin told the 
assembled Mongolian. leadership and a 
arge audience of the general public, 
would of course serve to promote the 
ole of socialism in international af- 
airs and improve the situation in Asia 
nd other regions of the world. As you 


s been and remains a principled and 





oi lunches an ear y disponen offensive along the Thai- 
ibodian border but worries about Arkhipov's Peking visit 


group of KPNLF settlements 


et. In their unusually early. 


the Khmers call it, seems to | 


now, the Soviet Union, like Mongolia, 





first time, were short of heavy 
weapons: a KPNLF battalion com- 
mander told the REVIEW during a re- 
cent visit to the base that each battal- 
ion in the camp possessed one 82 mm 
mortar — range about 6 km — and two 
60 mm mortars, with a range of about 
half the larger weapon. The biggest 
weapons the camp had at its disposal 
were four DK75 recoilless rifles. — 
Still, the Vietnamese quickly found 
they had a fight on their hands. With 
reinforcements moving in from Ampil 
25 km to the north, the KPNLF 
counter-attacked. In probably the 
most significant action of the battle, a 
small tank-killer team knocked out 
one of four Vietnamese T54 tanks with 
rocket grenades on the afternoon of 28 
December, setting the stage for the 
heaviest fighting along the border in 


| eight months as Hanoi's forces tried to 


protect and recover the disabled vehi- 
cle. Another tank is said to have been 


crippled by a mine on the eastern out- 


skirts of the camp. 

By mid-week, the KPNLF had taken 
hundreds of casualties in seizing back 
about three-fifths of the sprawling en- 
campment, though they had still to dis- 
lodge the Vietnamese from around a 
ruined temple complex where the tank 


consistent supporter of such normali- 
sation on a mutual basis without detri- 
ment to the interests of third coun- 
tries." 

This is the form in which the Soviet 
offer of normalisation is currently 
being phrased. It takes account of 
Mongolia's representations to Mos- 
cow that Soviet troops stationed in 
Mongolia at the Mongolian Govern- 
ment's request are not a matter for 
Sino-Soviet negotiations — as China 
wishes — but only for Moscow and 
Ulan Bator. 

Mongolian Premier Jambyn Bat- 
monh, who took over the party leader- 
ship from Yumjaagiyn Tsedenbal in 
August 1984 (REVIEW, 16 Sept. 84), 
made no direct reference to Peking in 


‘his anniversary speech, but con- 
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ie REVIEW that 
ceived three deliveries 
of Chinese: arms since 'e April, thelast on 
28 November. when. four more brand- 


stronghold's. 


including a ase ero ne ene 


guns, recoilless rifles and rocket laun- 
chers. — 

Although there have: been relatively 
few light attacks on Khmer Rouge po- 
sitions, the KPN LF has born the brunt 
of the offensive 
id N ovember 


e.so far this season. In 
rit lost dicis Chan. in 
los 












have fled into T iai rame S Eu 
The reasons for Vietnam's concen- 
tration on the KPNLF are probably 
part strategic and part political. Soon 
after the capture of Nong Chan in late 
November, Bou Thong. the People's 
Republic of Kampuchea (PRK) defence 
minister, sent a message of congratula- 
tions to the Vietnamese and to PRK 
troops who had taken part in the oper- 
ation. By destroying the camp, Bou 
Thong said, the attackers had “to a 
large degree sueceeded in blocking 











demned what he called “parallel ac- 


tions" against Indochina and Af- 
ghanistan by “imperialist and 
hegemonist forces" — code names for 


the United States and China. 

The joint communique on Batmonh's 
official visit to Moscow towards the 
end of October 1984 — his first such 
visit as Mongolian party leader — said 
that Mongolia and the Soviet Union 
"stand for the normalisation of rela- 
tions with the People's Republic of 
China on the basis of the principles of 
equality and good-neighbourliness 
without detriment to the interests, of 
third countries.’ 

Batmonh heaped lavish praise on the 
“heroic” Soviet people whose aid and 
support for Mongolia, he said, had 
served “and today serve as the reliable 
guarantee of all our victories and 
achievements.” Batmonh also said that 
his talks in Moscow with Soviet Presi- 
dent Konstantin Chernenko and Pre- 


mier Nikolay. Tikhonov had. “again 


confirmed our common resolve to go.on 
strengthening and expanding in-every 
way the ties of friendship and frater- 
nity between the Mongousn and Soviet 
people "S. 
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enemy infiltration into the interior." 

Other reports in the PRK and Hanoi 
media also mentioned Nong Chan as a 
jumping-off point for infiltration. Al- 
though the camp is better known as the 
centre of the black-market trade, since 
March 1983 it has also housed a politi- 
cal-warfare school which has special- 
ised in the training of political cadres 
to operate clandestinely inside Cam- 
bodia. 


l: the past year, the PRK has shown 
increasing concern about infiltra- 
tion; the attack on Nong Chan may 
have been a back-handed compliment 
to the effectiveness of the school. 

At the same time Hanoi is placing 
considerable emphasis on its willing- 
ness to negotiate a solution to the Cam- 
bodia question once the Khmer Rouge 
^re eliminated politically — that is, 


when diplomatic and material support 
to them is cut off. The Vietnamese reit- 
erated this line during talks with two 
United States congressmen who visit- 
ed Indochina in late December 1984. 

The Vietnamese also are aware of 
Asean's keen embarrassment at find- 
ing itself in a de facto alliance with the 
Khmer Rouge and of Asean's desire 
that one day the non-communists will 
be the predominant military force in 
the coalition. Hanoi may therefore be 
hoping that the destruction or the dis- 
crediting of the non-communists' mili- 
tary capacity will diminish Asean's en- 
thusiasm and support for Democratic 
Kampuchea. 

Finally there are practical reasons 
for the Vietnamese to start with the 
KPNLF: the Khmer Rouge positions 
are infinitely stronger. Chinese offi- 
cials estimate that a successful assault 





on the main Khmer Rouge position, 
Phnom Milai, would require at least a 
division of Vietnamese troops. Other 
estimates are even higher. It is also 
thought that the attack would entail a 
lengthy incursion into Thai territory. 

As expected, fighting along the 
Thai-Cambodian border has been ac- 
companied by an intensification of 
military activity along the 1,150-km 
Sino-Vietnamese border. Hanoi claims 
that China began to reinforce its troop 
positions along the frontier on 15 
November, just as Vietnamese troops 
were preparing to hit Nong Chan. 
Since then, Radio Hanoi said recently, 
the Chinese have deployed eight divi- 
sions along the border with the Viet- 
namese province of Ha Tuven 

The Vietnamese recently described 
the situation in Ha Tuyen as "critical." 
In the first half of December last year, 
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The assistance of Mongolia's "great 
friend and ally," Batmonh added, en- 
sured the country's economic and cul- 
tural advance and the strengthening of 
its defences. "The protection of [Mon- 
golian] state independence and sover- 
eignty and . . . the raising of the peo- 
ple's standard of living would be un- 
thinkable without the fraternal inter- 
nationalist aid and support of the 
USSR." 

Grishin paid a personal tribute to 
Batmonh, saying that the Central 
Committee of the Mongolian Com- 
munist Party, "headed by our friend 
Jambyn Batmonh, a prominent party 
and state figure," would doubtless lead 
Mongolia confidently ahead. 


G rishin must also have surprised his 
audience with the first public men- 
tion of Tsedenbal since he was removed 
from the Mongolian leadership. 
Today's victories of the Mongolian 
party, he said, were due in part to “out- 
standing sons of their party and people 
like Choybalsan, Tsedenbal and their 
comrades who wrote unforgettable 
pages into the history of the struggle 
for socialism on Mongolian soil.” 





Choybalsan, who died in 1952, was 
the ruler of Mongolia for much of the 
period of the country's transition 
"from feudalism to socialism, by-pass- 
ing capitalism" according to a formula 
devised by Lenin and adopted by the 
Mongolian party in 1924, Tsedenbal's 
rise to power had begun in 1940 at the 
10th party congress, which adopted a 
programme for the building of social- 
ism in Mongolia. 

Batmonh made no mention of Tse- 
denbal, but paid much attention to 
Mongolian economic problems which, 
he said, were “always subject to close 
scrutiny by the party and state, since 
the well-being of the people depends 
on their solution.” 

Batmonh appealed for big efforts to 
increase the effectiveness of capital in- 
vestment and to reduce losses in ag- 
riculture, especially animal husban- 
dry. "We are far from using to the full 
our potential reserves for raising the 
productivity, efficiency and quality of 
work," he added. 

The Mongolian leader praised the 
decisions of the Comecon summit in 
Moscow in June 1984 (attended by Tse- 
denbal) and the Havana Comecon ses- 


sion at the end of October 1984 (at- 
tended by Batmonh) and noted: “The 
deepening of the integration processes 
now actively under way will promote 
the raising of Mongolia's level of eco- 
nomic development to that of the 
European socialist countries." Mean- 
while, the guidelines for Mongolian 
economic development over the next 
10 years, and the next five-year plan 
for 1986-90, were being drafted, Bat- 
monh said. The long-term economic 
cooperation agreement with the Soviet 
Union — which was discussed during 
his October talks in Moscow — would 
be of “particularly great importance,” 

Batmonh had said after visiting 
Moscow that his talks there would 
"undoubtedly give new impetus" to 
fraternal cooperation and have à 
“favourable influence on the whole 
range of Mongolian-Soviet relations.” 

Grishin praised Mongolia for facing 
up to the difficult tasks ahead, saying 
that they “demanded mobilisation of 
the creative forces of the whole Mon- 
golian people, as well as organisation 
and discipline. The difficulties you 
have to overcome, however, are grow- 
ing pains.” 











Vietnamese forces claim to have killed 
130 Chinese troops in border clashes. 
For their part, the Chinese also have 
stepped up propaganda broadcasts to 
Vietnam: a new Vietnamese-language 
radio station in Guangxi province 
came on the air at the beginning of De- 
cember. 

But this time border tension has not 
stopped the visit to China of Soviet 
Vice-Premier Ivan Arkhipov. The trip 
was originally scheduled for last May, 
but was postponed abruptly because of 
Chinese pressure on Vietnam, the 
Soviets reportedly told their allies in 
Hanoi. The Arkhipov visit finally 
began on 21 December, and at a ban- 
quet given in honour of the Soviet dele- 
gation that evening Chinese Vice-Pre- 
mier Yao Yilin described the visit as 
signifying “an upgrading in the level of 
contacts between our two countries. " 


erhaps in an effort to reassure 

Hanoi about Soviet support, several 
senior Eastern-bloc officials have vis- 
ited Hanoi recently. These include Vla- 
dimir Dolgikh, an alternate member of 
the Soviet politburo and Hungarian 
President Pal Losonczi. Both visitors 
expressed their countries' support for 
Hanoi, but did so in guarded terms. 
They attributed tension in the region to 
imperialism and hegemonism — code 
words for the US and China — but did 
not name names. 

The Vietnamese are undoubtedly 
displeased with the Arkhipov visit. But 
they may have decided to spare Ar- 
khipov's sensibilities by waiting until 
the end of his talks in Peking before 
launching another attack on the Thai- 
Cambodian border. When Nong Samet 
was captured, Arkhipov had left the 
Chinese capital and was touring the 
provinces. 

Hanoi did not spare the sensibilities 
of the visiting American congressmen, 
however. The attacks on Baksei and 
Sok Sann coincided with the visit to 
Hanoi of Representative G. V. “Sonny” 
Montgomery, an otherwise conserva- 
tive Mississipi Democrat with a soft 
spot for Vietnam. His visit, viewed by 
Asean with disapproval on the grounds 
that it sent the "wrong message" to 
Hanoi, was quickly followed by two 
more Democrat congressmen, Stephen 
Solarz and Robert Torricelli. 

They were in Vientiane when the 
Vietnamese attacked. The two con- 
gressmen indicated that the Thai Gov- 
ernment was so irritated at their visit 
that neither Foreign Minister Siddhi 
Savetsila nor Prime Minister Prem 
Tinsulanond would receive them when 
they came through Bangkok. The 
congressmen seemed disappointed by 
their Indochina trip. They found the 
Vietnamese as hardline as ever over 
Cambodia. And, they reported, the 
Vietnamese seemed to have backed off 
their earlier expression of willingness 
to release to the US former Saigon gov- 
ernment personnel now in their 10th 
year of re-education. oO 
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A sweeter olive branch 


The opposition considers a new election proposal by Ershad, 
and prospects of it being accepted are better than ever 


By S. Kamaluddin in Dhaka 


pa: the continuing confusion 
surrounding Bangladesh's politi- 
cal situation, support for President 
H. M. Ershad's 15 December 1984 pro- 
posal to hold parliamentary elections 
in April seems to be taking hold — even 
among some key opposition parties. 

It was the fourth time Ershad had 
announced a decision to hold elections 
since late 1983 in his as yet unsuccess- 
ful attempts to return the country to 
civilian rule. 

This time, however, the country’s 
two leading opposition groupings — 
the 15-party alliance led by Awami 
League president Sheikh Hasina 
Wajed and the seven-party alliance led 
by Bangladesh Nationalist Party 
(BNP) chairwoman Begum Khaleda 
Zia — have not rejected out of hand Er- 
shad's latest bid to hold the elections. 

Instead, they surprised observers by 
seeking clarification of the offer. The 
two alliances have spearheaded Er- 
shad's political opposition since the 
president, who also serves as chief 
martial-law ^ administrator,  :took 
power in March 1982. However, the 
president's latest proposal parallels 
closely the opposition's long-standing 
conditions for election participation. 
The proposal included a five-point 
modus vivendi: 

» Withdrawal of the posts and offices 
of district and sub-zonal martial-law 
administrators by 31 December 1984 
and those of zonal martial-law ad- 
ministrators by 31 January this year. 
» Withdrawal of the special military 
tribunal and the special military 
courts at the same time. 

» Revival of the suspended constitu- 
tion and withdrawal of martial law 
after the new parliament is called to 
session. 

» Restoration of fundamental rights 


and, in some cases, writ jurisdiction of 
Supreme Court divisions through the 
revival of portions of the constitution 
— effective on 15 January. 

» Elimination of political-party mem- 
bers from the cabinet, effective from 
the day the election commission an- 
nounces the election schedule, and 
barring government ministers from 
contesting the parliamentary elec- 
tions. (Ershad said the election com- 
mission will be able to announce the 
schedule by 15 January.) 

In the broadcast, Ershad said: “Let 
us free the nation from the curse of 
anarchy and uncertainty and ensure 
peaceful transition to democracy by 
ending martial-law through free and 
fair elections." 

The opposition's reaction to the pre- 
sident's proposal was cautious, but 
pro-election sentiment within some 
opposition parties seemed to be gain- 
ing strength. Two important compo- 
nents of the seven-party alliance — the 
United People's Party, led by former 
education minister Kazi Zafar, and the 
Ganatantrik Party — came out openly 
in favour of the proposed April elec- 
tion. 

Smaller rightwing parties, including 
two factions of the Muslim League and 
the 17-party Jaitya Oikya Front led by 
former president Mustaque Ahmed, 
also supported the Ershad proposal. 
While these parties, individually or 
collectively, have little political clout, 
their statements did help create a 
favourable political atmosphere in 
which the president's proposal could 
be considered. 

The main opposition groupings and 
the influential Jamat-e-Islami, all of 
which had insisted in the past that 
there should be no election under mar- 
tial law, seemed to be taking a more 
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Troops on guard during general strike: embarrassing the opposition. 
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open-minded position towards Er- 
shad's newest proposal. In separate 
but nearly identical requests for 
clarification of some aspects of the 
proposal, the seven-party and 15- 
party alliances called on Ershad to 
guarantee that he and his administra- 
tion would remain neutral in the elec- 
tion and would not campaign for any 
party or candidate. 

Although the BNP is going along 
with the other parties in the seven- 


party alliance, Khaleda isstill opposed | 


to coming to any terms with Ershad, 
and her uncompromising position was 
given the party's support when it voted 
recently to give her and party secret- 
ary-general Badruddoza Chowdhury 
power to make a final decision on the 
president's election proposal. 

The BNP insists that it will not par- 
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E Zia votes; 


Boycotting the boycott 


ticipate in the elections until a dozen of 
its leaders, mostly former ministers 
who were tried and convicted by mili- 
tary courts for various offences, be al- 
lowed to contest the election. For them 
to participate Ershad would have to set 
aside the courts' rulings and lift a five- 
year ban on the leaders' political ac- 
tivities. 


ne BNP official told the REVIEW that 

meeting this condition is “a must 
for our participation in the election." 
But there is a catch. The two alliances 
are watching each other's moves and 
do not want to take the lead in conced- 
ing any point to Ershad lest it be ac- 
cused of "selling out the national in- 
terest," the BNP official said. He said 
that if the 15-party alliance decided to 
contest the election, the BNP would 
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Opposition calls for voters to disdain President Zia’s 
referendum appear to have gone unheeded 


By Husain Haqqani in Islamabad 
— oppi ien] elections are expect- 
ed to be held in Pakistan by the end 
of February, after President Zia-ul 
Haq restores an amended version of 
the 1973 constitution. Zia secured a 
mandate to amend the constitution, 


| in the 


along with an endorsement of his Is- | 


lamic policies and a five-year term as 
president, in the multi-purpose, 
single-question referendum held on 19 
December. 

Official results gave Zia 97.7% of the 
vote, with almost 62% of Pakistan} 
qualified electorate of 35 million cast 
ing their ballots. Foreign media re- 
ports and opposition claims of a low 
turnout were rejected by Zia and his 
supporters, who pointed out that poll- 
ing patterns varied considerably, with 
some polling stations registering less 


—_ ————— 


f 


than 20% and others (particularly in 
rural Punjab) with as many as 80% of 
voters showing up. 

“If the opposition boycott had suc- 
ceeded, there would [have been] riots 
streets,” remarked Mustafa 
Sadiq, editor of the pro-government 


Wifaq. “No one gets away with an- | 


nouncing fictional election results in 
Pakistan.” 

There was no indication that the 
opposition boycott had succeeded any- 
where, except in a few isolated areas of 
Sindh province. Low voter turnout in 
some other places apparently repre- 
sented bad organisation and voter 
apathy rather than sympathy for the 
opposition. 

The opposition had little access to 
the electorate, and calling for a boycott 


| nounced 18-point economic program- 





have to follow suit — even if its 12 
leaders could not participate, 

Ershad is not only faced with the so- 
far intractable problem of bringing the 
opposition parties and groupings into 
the fold, but he must also face resist- 
ance to the election from within his 
own government, An anti-election 
lobby in the government is trying to 


| convince the president that holding the 
| elections in April would mean a sweep- 


ing victory for the Awami League. 
The lobby argues that given the 
league's pro-Indian leanings, the pre- 


sident should not let it come to 
power and should instead hold a 
Pakistan-style referendum on the 


basis of Ershad's previously an- 


me. Ershad, however, insists that he is 
committed to the election and would 





supporters celebrate: the president is in a confident mood. di 


was subject to new laws making such a 
call a crime punishable by three years' 
imprisonment. Tactically, the opposi- 
tion Movement for Restoration of 
Democracy (MRD) blundered by pin- 
ning its hopes on voter apathy. Few 
demonstrations were organised and 
the MRD even failed in its tactic of 
courting arrest to prove a point. But 
MRD convenor Malik Qasim still in- 
sisted that no more than 5% of the elec- 
torate voted. 

"You should not expect a mass 
movement like the one [against former 
president Zulfikar Ali Bhutto] in 
1977," he told the REVIEW. "We are 
operating in different circumstances. 
A military regime is more repressive 
than an authoritarian civilian one. The 
movement will take longer to build up, 
but it will come. People hate Zia and 
can't accept him forever." 

Anticipating such allegations, Zia 
had taken the precaution of going on à 
whirlwind tour of the country, 
addressing large, cheering crowds to 
prove that he had genuine support. 
“Crowds can be organised, but their 
enthusiasm cannot,” commented a 
Western diplomat. The Left-leaning 
editor of Islamabad's Daily Muslim, 
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J opposition again refuse to participate. 
Meanwhile, Ershad's handling of the 
48-hour nationwide strike called by 
the opposition for 22 December and 
the opposition leaders' conspicuous 
absence from participating in demons- 
trations have left the opposition em- 
barrassed to say the least. Ershad ban- 
ned all political activities during the 
strike and, though people responded to 
the strike call, few dared venture from 
their homes. ES 
While the opposition claimed the 
strike was "a massive display of non- 
confidence in the martial-law regime," 
Ershad's ban on political activities 
kept to a minimum the violence which 
in the past has helped sustain the fer- 
vour of the opposition's movement for 
the restoration of democracy. a 


Mushahid Hussain, wrote two days be- 
fore the referendum that Zia appeared 
to have gained the endorsement of the 
coalition that brought Bhutto down. 

This coalition; he said, comprised 
small traders, shopkeepers, indus- 
trialists, landowners, religious leaders 
and the orthodox, urban middle class. 
The Jamaat-e-Islami, considered most 
representative of these interests, was 
the only political party actively to sup- 
port Zia in the referendum, though he 
also gained the quiet endorsement of 
the Pakistan Muslim League led by Pir 
Pagara. 

The high voting figures included a 
record 4 million postal ballots cast by 
government employees and their 
families. These included members of 
the armed forces who were encour- 
aged, and in some instances directed, 
to cast their votes. While opposition 
allegations of postal-ballot irregulari- 
ties and improper conduct of polls 
might have been true in individual 
cases, chaos rather than dishonesty 
marked balloting in the cities. 

The absence of volunteers and a poli- 
tical organisation to assist voters was 
noticeable, leading several Zia 
supporters to emphasise the need for 
an organisation other than the civil 
service and military to back the presi- 
dent. 

Zia appeared pleased with the 
referendum results and set about 
negotiating with various opposition 
leaders in a confident mood. His asso- 
ciates say that the president believes 
that at least part of the opposition will 
be willing to join his new political 
order, having failed to bring him down 
through several years of confrontation 
and boycotts. 

While some oppositionists will prob- 
ably jump at the opportunity to come 
back into mainstream politics, others 
have become extremely bitter over 
what they see as a dubious mandate for 
the president. The MRD was planning 
to hold a demonstration in Lahore on 4 
January, after which it expected to 
launch fresh anti-Zia agitation. ü 








AFVIEW è 1885 1 , f ~ r "à 
ae ^ ud JANUARY "AM ad 4 "m F * i l = cbr ale T A8 r 
diese: a Rd at MESA Lii aa^ am cr o i WI NUNT 2 NOU - 





One of the largest Muslim organisations agrees to drop out of 
politics and return to its social, religious and educational role 


By Manggi Habir in Jakarta 


I: mid-December at its 27th national 
congress in Situbondo, East Java, the 
Nahdlatul Ulama (NU) — one of the 
country's largest and most powerful 
Islamic mass organisations — after six 
days of deliberations finally decided to 
return to its origins, in which social, 
religious and educational activities 
were dominant, in contrast to the cur- 
rent stress on politics. 

It also decided to incorporate Pan- 





casila, the state ideology, formally as 
its sole principle and, finally, to re- 
vamp its leadership. The decisions 
were not totally unexpected. At à na- 
tional conference in late 1983, one of 
two warring NU factions — the Situ- 
bondo group — indicated that was its 
chosen path. 

Nevertheless, the NU's final decision 
to separate itself from practical poli- 
tics and allow its members to channel 
their political aspirations through po- 
litical parties of their own choice could 
have serious ramifications. One is the 
likely weakening of the Muslim politi- 
cal coalition, the United Development 
Party (PPP), of which the NU is a part. 
The NU is the largest of the four Mus- 
lim groups represented in PPP. The 
others are Sarikat Islam, Perti and 
Muslimin Indonesia (MI). 

In fact, observers feel that it was ul- 
timately the PPP's own national con- 
gress last August (REVIEW, 13 Sept. 
'84), which finally convinced the NU to 
move away from politics. At that meet- 
ing, where the PPP, as a political or- 
ganisation, formally adopted Pan- 
casila as its sole ideology, thus effec- 
tively. opening the party to non-Mus- 
lim membership, the NU suffered a 
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severe setback. Although the largest? 
among the PPP's four groups, A 
members were noticeably absent in thi 
party's new leadership. ; 
The controversial John Naro, wae 
retained his position as PPP chief 
single-handedly eliminated critical 
elements from the leadership an 
placed his close supporters, particu= 
larly from his own group, MI, df 
leadership positions. Given the de-Is-- 
lamisation of the PPP, its 
attraction as a vehicle for 
channelling Indonesia's 
Muslim aspirations is al- 
ready on the decline. The- 
NU's withdrawal is only 
going to reduce its credis 
bility, observers say. — 
The  NU's _ political 
frustrations in the PPP 
also has led to splits” 
within the former organi- 
sation. On one end, there ^ 
are the NU parliamenta- 
rians and the outer-island ` 
delegates, known as the 
Cipete group — led by one- 
of the NU's leading figs 
ures, Kiai Idham Chalid- 
— which wants to main- 7 
tain the NU's political 
role. And on the other. 
there is the Situbondo ~ 
group made up of the prominent 
ulamas, or Islamic scholars, led by the - 
revered ulama Kiai As'ad Syamsul 
Arifin, who blame the NU parliamen= 
tarians for the NU's declining influ- 
ence in the PPP and call for the NU's 
return to the pesantrens, or rural Is- 
lamic schools. E 
These two warring factions, hows 
ever, were subsequently reconciled — 
helped in part by government media-- 
tion — a few months ago, which ulti- 
mately set the stage for the NU con= 
gress. 


W hether the two other political? 
parties, the government-backed 
functional group (Golkar) and the In- = 
donesian Democratic Party (PDI), will” 
benefit from the NU's withdrawal” 
from the PPP, it is too early to tell. Gol- 
kar chief Sudharmono indicated that © 
Golkar had its hands full just cons 
solidating its own membership and 
noted that it was not out to recruit NU 
members. PDI leader Sabam Sirait, - 
however, was less restrained, saying — 
that his party welcomed NU members — 
who would like to channel their politi- 
cal aspirations through it. 

But most important for the govern- 
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isation actually to incorporate it in 
onstitution. Muhammadiyah 
ther influential Islamic organisa- 
— which was expected to incorpo- 
'Pancasila in its constitution some- 
* last year postponed its decision 
il after the bill concerning this re- 
ment is ratified by parliament 
THE 5" COLUMN 


he current leadership in China may 
ot realise that with the current 
for legalisation, it is giving law 
idents the tools with which to ques- 
ts authority. The drive will cer- 
/ be contingent upon the degree of 
mic and political change. In a 
where the power rests with the 
and the army, legalisation no 
will create conflict and tension. 
he anniversary celebration of the 
^ University Law Department 
fay, senior members of the 
i oe who graduated from the 
sity (including a number of 
ters aad well known legal scho- 
. emphasised the need to 
sthen the rule of law and the role 
je judiciary. Law students attend- 
the ceremonies and discussions 
^ stronglv encouraged to study 
ign languages, understand foreign 
l systems and use this knowledge 
irn China into a society ruled by 


Western democracies one func- 
of law is to limit the power of gov- | 
ent and to protect therightsofthe | 
"idual against the state. If the pro- 
-—Of legalisation in fact does 
erialise, the Chinese Government 
‘the risk of having their vast pow- 
imited and possibly challenged by 
sing Chinese law students to such 


gal education — indeed the whole 
gal system in China — is a new 
yhenomenon. The Peking University 
Law Department was founded around 
e time of the 1911 Revolution and 
s well known at that time for admit- 
students and. professors, no matter 
at their political persuasion may 
ave been, as long as they contributed 
to the academic pursuits of the univer- 
ty at large. 

The brief spell of oui aos shes 
ie 1954 constitution was promulgated 
nded with the anti- -rightist campaign 
1957. The university's law depart- 
nt, the first law school established 
the 1954 constitution was passe 



















-but;the NU, | 
rees say, is the first major mass or- 






















































Pancasila ent t its full. canner: pr the 
congress. Tents and campbeds for the 
participants were supplied by East 
Java's regional military command. 
President Suharto himself officially 
opened the meeting, and no less than 
10 top ministers — including com- 
mander of the armed forces Gen. 


Benny Murdani -— addressed the con- © 
 gress. 


set the pace for legalisation and legal 
education in China. All these efforts 
disappeared into oblivion with the 
Cultural Revolution. 

But there was a new beginning for 
law and legal education in China in 
1978. Legal education took on-a very 
different character from the highly po- 
litical teaching methods of the 1950s. 
Law students at Peking University 
are now analysing cases and "fact 
patterns" (hypotheticals) They are 


gradually being encouraged to think 


independently and to question the 
existing legal and societal norms. 
China's legal system is modelled 
more on the continental European 
"civil-Jaw" system rather than on the 


Anglo-American common law. This is | 
something which, in part, was inherit- | 
"Liufa ` 


ed from the Kuomintang 
Quanshu" (Compendium of the Six | 
Codes), originally copied from the Ja- 
panese “Roppo Zensho” (same mean- 
ing as in Chinese) and the Soviet influ- 
ence during the 1950s. This means that 
legislation, rules and regulations form 
the basis for the legalisation drive. 
Case precedent and leading court 
opinions do not have the binding effect 
they would have in common-law juris- 
dictions. 

Peking University law professors 
lecture to groups of anywhere from 50 
| to 200 students, following closely the 
| outline handed out at the beginning of 
the semester. Teaching methods at the 
university's law department tend to be 


a RSET URNAM DN HUC EINE 
Tibor Baranski Jr, |. 
an American of 
Hungarian origin, is- 
a law student in 
the United States. | 
He was the first | 
foreign student to | 
be granted a de- 
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. Socrati question 





in pa : perated indepen- 
dently of pach other, was improved. 
The executive. board, in charge of 
day-to-day activities which implement 
the legislative board's decisions, now 
will report directly to it. Overseeing 
these two boards will be a group of 
elder advisers to «He known as the 
Musytasar. | 

In a last- minute ettort to reassert 


'e dilemma of legalisation 


ciel Sanaa. Students are 
presented with. the legal principles 
that constitute the. framework. to an 
area of law and, in effec : mori 
them. | abiPu 
Fora discipli et 
deal of independent hink Boi E 
analysis by Western standards, ee 
education in China, as vet, tends to bea 
rather uncreative process. However, 
this method of teaching is not without 
its advantages. Peking University's 
law students receive a very systematic 
and structured approach to law. Pro- 
fessors seem to feel it is better to get the 
principles down .before theorising 
about the grey areas a ‘of the law. 










L egal problem nine’ is s done in terms 
of "subject" (zhuti) and “object” 
(keti) analvsis. This is explained as 
being a reciprocal - "right-obligation 
relationship" between, for example. 
parties to a contract. In terms of what 
the Chinese refer to as economic law, 
the subject of a contractual relation- 
ship may include state agencies: com- 
panies, enterprises and other "legal 
persons" having the legally sanctioned 
capacity to enter into an economic 
(commercial) relationship; and also 
"natural persons" (individual citi- 
zens). The object of the relationship is 
the thing, tangible or intangible, which 
is transacted between the parties. 

Law students often are given facts 
from actual cases and asked to submit 
their own analysis, discussing the 
problem in small student groups. This 
discussion of fact patterns is being 
used in an increasing number of 
courses. 

Most interesting is that a graduate 
course in international law at Peking 
University is being conducted in the 
x id-answer method 
common in most American law 
schools. Students formulate strong ar- 
guments. challenging the. Ro 
interpretation of the | issues 






















period. This: raised: concern 


^ reassert itself. 
l „in a letter: toe one or the outer- 


to support As ad, thus. ddefusing 
ituation. — ^ 

composition: ot. alie. NU's new 
ES ship reflects a considerable vic- 
tory for the Situbondo io Heading 


< the Chinese Politics and Law Univer- 
sity. After a few weeks they began ar- 


guing very persuasively against court 


opinions in certain iPad American 
] contracts cases. "S 
.S "Legal research seems to suffer most 
-in a Chinese law student's curriculum. 
Accessibility to law texts, court opin- 
ions and lawyers’ briefs, especially 
those from outside of China is very dif- 


ficult indeed. This, in part, is due to | 


poororganisation of existing resources 


but primarily to the lack of funds to. 


purchase the needed materials. Many 
of the law libraries are small and 
housed in facilities that do not encour- 
age legal research. 

Law textbooks are str uctured, as are 
the courses, according to legal princi- 
ples. Many law texts are published by 
the Law Publishing House and the 
Chinese Academy of Social Sciences 
Press. Most universities have their own 
press. Peking University has published 
anumberof the law textbooks used not 
only in its own courses but by other law 


departments and institutions in China. | 


Casebooks are rare, however, and only 
a few are widely available, though sev- 
eral have been circulated for specific 
courses within the Peking University 
Law Department. 

Asis the case in Japan, most students 
in China are trained in law at the 
undergraduate level. They spend the 
first half of their senior year doing 

what is referred to as "shixi," 
training. Chinese law students are sent 
to work in courts, procuracies, state 
agencies and legal offices to get a first- 
hand view of how law functions. 

After they return to the law depart- 
ment they are required to write a de- | 
tailed report describing their experi- 
ences and to explain what aspects of 
the place they worked ought to be im- 
proved. The better reports are often in- 
corporated in law courses taught at Pe- 
king University and in some cases have 
found their way to one of the ministries 
for use as guidelines for reform. 

The problem many of the law stu- 

= dents will face after graduation when 
- working as legal practitioners is deal- 







he original split within the NU 
But Idham 


= contract law to graduate students at 
















practical | 
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| 
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ing with an entrenched layer of under- | 


The legis! tive boar 3 | 
Achmad Siddiq, an Islamic lega scho- 
lar, who in last year's national confer- 
ence argued in defence of accepting 
Pancasila. Heading .the executive 
board is Abdurrahman Wahid, a well- 
known columnist and grandson of Kiai 
Wahid Hasyim, one of the founders of 
the NU. Both Achmad Siddig and Ab- 
durrahman Wahid are key members of 
the Situbondo g group. 





educated bureaucrats.. The young 
graduates may not have as much ex- 
perience as many. of the government 
functionaries who have held their po- 
sition for many years, but certainly 
their level of expertise and profes- 
sionalism will be much higher and no 
doubt will threaten the position of the 
older bureaucrats. 

. Asyoung lawyers they will alsobe con- 
fronted with another dilemma — that 
is in representing clients before a court 
of law, how actively will they be able 
to protect the interests of their clients 
without infringing upon the interest of 
the state? 


‘his point was. made clear to me 
when I talked with a young Chinese 
lawver who was advising clients on 
whether to collect gold bonds they had 
deposited abroad before 1949. The 
bonds were held jointly by the owners. 
The attorney was unsure if he should 
advise the bondholders to leave them 
abroad to collect interest and perhaps. 
their children could use them if they 
studied overseas to finance their edu- 
cation. ! 
lf the bonds are returned to the own- 
ers, the Chinese Government will take 
the hard currency and issue the holders 
renminbi, a soft currency worthless. 
outside the country. If the bonds are 
left abroad, the state will forfeit the 
opportunity to an impressive sum of 
hard currency. If the owners left the 
bonds abroad to collect interest, could 
their rights to do so be lawfully pro- 
tected against the state which wanted 
to see the bonds returned? | 
In another case a lawyer was advis- 
ing his client in a divorce settlement. 
The individual seeking the divorce be- 


€ Young la wyers ae will also be 
confronted with another 
dilemma — that is in representing 
clients before a court of law, 
how actively will they be able 
to protect the interests of their 
clients without infringing upon. 
the interest of the s 
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the catch word these days in Ch 


suspicious of something that may x 


gain if legal iss 
.| form succeed, but s 
j trialised nation 





he was | not sä C WIHE i 
ship. compositic on. “The issue 
that the NU's 27th national 
has gone smoothly and has ret 
portant decisions. Must we cori 
arguing, among ourselves?” he as 

“Now what is important i 
strengthen the. position of the ul 
in NU, not as individuals, but 
lective." 








tas EA 


cause of inhuman treatment iv 
sede was afr cis to ie A ta 





Wostrorel UA to 
cause jt would create embarr 
and loss of face. Under the ex 
marriage code, the individual's 
for divorce could be granted bu 
person would probably be dism 
from the job, making it difficult t 
new employment. 

Both situations simply illustrate 
point that though some law or 1 
tion may perhaps afford the prote 
sought by the individual, because 
systemic or political constraint 
person is unable to exercise the 

“Tizhi Gaige." or system re 
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Many people have a genuine intere 
what has been referred to in the W 
as the “information society.” Howey 
in a country where information: 
handed out in specifically contre 
amounts, to what degree can China 
plement the necessary reforms to tu 
itintoa country with rule by law 
information is more readily access 
Hf legalisation does in fact becor 
continuing process in China, the. 
and the army, as well as many h 
ficials, run the risk of loosing "mt 
their power. The educated and: 
informed will be able to use the} 
their advantage as is the case im 
Western societies. But many à 
under-educated bureaucrats will 


displace them from their current t 
tions, 

The young law graduates will: 
formidable “problems as they be 
their eareers in their effort to he 
China catch up with the industrial 
countries of the West. If their effo 
fail, it could conceivably crush t 
drive for le galisation and systemic t 
form in China and send the enti 
country back into the type of darkne 
experienced during the C 'ultural R 
olution where one person's infh 
controls the destiny of an entirer "na 

Not only do th "has 


















_ Chou: The Story of Zhou Enlai, 1898- 
|. . 1976 by Dick Wilson. Hutchinson, 
— — London. £14.95 (US$18). 
y wit this study of one of the most 
» Y crucial and ambiguous statesmen 
b. of modern times, Wilson enhances his 
- reputation as the leading historical 
— journalist writing about China. Wil- 
ek 's writing is often more dry and de- 
ched than general readers care for, 
— but this subject — which he has been 
. following for more than 30 years — is 
— lively and provocative. 
— "The author met Zhou for an im- 
— promptu interview in Nepal in 1960, 
and was fascinated by his courtesy and 
“modesty. This was a good starting 
point for work on the biography of the 
- man, who was notable above all for the 
_ self-deprecation with which he con- 
- cealed an ego of probably tremendous 
_ proportions. 
_ Wilson's attempts at a pseudo-Freu- 
—— dian analysis of Zhou are perhaps pre- 
—fentious for someone not trained in 
psychology or psychiatry, but the 
= reader can see their strength. Zhou was 
| a bright and sensitive child who had 
- good reason to feel repeatedly rejected 
D by his elders, forcing his ego into a tur- 
- tle-like shell of acquired suavity and 
— cosmopolitan charm. 
— A Less plausible is Wilson's thesis that 
— Zhou looked up to Mao Zedong as a 
—  father-figure. More likely Zhou saw 
— — him as an erratic and irascible boss 
— who could mar his career, but, to some 
extent, could be reined in by someone 
— who stood for moderation and the soft 
- — voice. 
Not that Zhou was always moderate 
or soft. He is credited with some fairly 
— brutal reprisals against rivals in 
— Shanghai, and his general perception 
— of the value of individual human lives 
—must have been as faint as it is in most 
- other national leaders who have to de- 
Bio questions of war and peace. 
— In the nature of things, biographies 
- of Chinese leaders have to be written to 
— a large extent from foreign accounts. 
The archives in Peking are closed, and 
those in Taipei difficult of access. 
Nonetheless, one would have liked to 
see the author seek out more Chinese 
accounts of Zhou's life, even if it meant 
—— time and money spent on translations 
í of doubtful value. And it is surprising 
that the author has neglected most of 
_ the material on Zhou which appeared 
— in the Chinese press in late 1976 and 
— the first half of 1977, and is easily 
available in translation. 
The text is marred by small inac- 
curacies: sorghum is not a form of mil- 
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Voyage around a leader 


‘ical of 


let, and Chinese chess is not tradition- 
ally a woman's game. But the strength 
of the book lies in its collation of previ- 
ously published materials to paint a 
sort of “voyage around Zhou Enlai,” 
which is about all that can be done 
until the hard-core scholars get better 
access to Chinese archives, which may 
not be for quite a long time. 

Wilson is at his best when exploring 
— often speculatively — Zhou's per- 
sonal attitude to the events in which he 
took part, and which he might often 
have opposed were it not for his addic- 
tion to back-door politics, his great 
show of honesty and integrity, and his 
influence with Mao. Herein lies the 
crux of the debate about Zhou. 

The essential question is: was Zhou a 
self-serving opportunist, who realised 
that humility was the only way to deal 
with Mao and survive — or was he a 
heroic “bamboo,” bending with the 
wind but always returning to centre- 
stage when he was most needed? Wil- 
son concludes that “if Mao was the 




























Zhou (c. 1924): brutal reprisals. 


brilliant but erratic navigator [a con- 
tradiction in terms], Zhou was the pa- 
tient boatswain who kept the engines 
going, the crew busy and the victuals 
furbished." (Surely that should be fur- 
nished?) 

Of particular interest is Wilson's 





Controversial portrait 


Jinnah of Pakistan by Stanley Wolpert. 
Oxford University Press. US$25. 


his first major biography of the 

founder of Pakistan, Mohammed 
Ali Jinnah, already has aroused a huge 
controversy inside the country before 
appearing in the bookshops. Pakis- 
tan's leading publisher of political 
books spent a month in jail on charges 
of attempting to pirate the book. He 
was only released after a storm of pro- 
test from the international press and 
Amnesty International and after he 
conclusively proved that he had been 
negotiating with Oxford University 
Press (OUP) in New York for reprint 
rights under royalty. 

The American edition of the book 
has been banned in Pakistan and in- 
stead the government is asking OUP 
Pakistan to reprint a censored version. 
In fact a censored version is hardly 
needed because the book is rarely crit- 
Jinnah — though passages 
about his personal tastes in dress, his 
penchant for the odd whisky and soda 
and his relationship with his beautiful 
Parsi wife Ruttie, who died of consump- 
tion at 28, no doubt will be censored. 

The book is beautifully written, and 
well researched. It goes into the 
minutest detail of almost every, meet- 


ing Jinnah ever attended of the Muslim 
League and with the British Raj. The 
first 100 pages really convey the at- 
mosphere of how India’s elite lived in 
the early 20th century. Almost single- 
handedly Wolpert has rectified the 
total lack of attention by Western 
academics on Jinnah and the creation 
of Pakistan. “Few individuals signifi- 
cantly alter the course of history. Fewer 
still, modify the map of the world. 
Hardly anyone can be credited with 
creating a nation-state. M. A. Jinnah 
did all three”, he writes. 

However, what is sadly lacking in 
the book is any attempt at profound 
analysis. Wolpert has next to nothing 
to say about the deep-rooted reasons 
for and against the two-nation theory 
which forced the British to cede Pakis- 
tan at the last moment. He completely 
ignores the opposition to the Muslim 
League's policies in the North-West 
Frontier Province (NWFP) and 
Baluchistan. Ghaffar Khan's Red 
Shirts in the NWFP were allies of Con- 
gress, while the Baluch Sardars were 
forced to accept Pakistan by force at 
the last moment. Even the Unionist op- 
position to the Muslim League in Pun- 
jab is barely analysed, though the per- 
sonalities involved are mentioned. 

All these factors, related to the issue 
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1961, Zhou a 


survey of the relations between those 








BOOKS 


that once they were chatting, and 
Khrushchev asked Zhou if 1t was true 
he was born into a gentry family. Zhou 
admitted this, and asked Khrushchev 
whether it was true he was brought 





up in a coal-mining area. When 39 
Khrushchev proudly confirmed this, 
Zhou said: " You see, we have one thing 

in common. We both betraved our 
class." 


For all the adulation of Zhou whith 
swept China after his death and was 
one of the direct causes of the rise to 
supreme power Zhou's protege, 
Deng Xiaoping, after the death of Mag, 
the posthumous cult of his personality 
was short-lived. You can read the 
ple's Daily for a month nowadays, and gi 


never see a reference to Zh ope 15 


more likely to find one to | 


of 


Peo- 


iu Shaoqi, 





now back in favour. It would be in- 
teresting to know whether Wilson be 
lieves the popular admiration for him, 
as a not-always-successful champion 
of common sense in government. has 


now been trained on his formidable 





then under attack in the press by the | 
two great egotists, Zhou and Henry | Gang of Four as the “modern Con- | successor. Certainly Dene. with th 
Kissinger. The only time Kissinger saw | fucius,” became very agitated and de- | advantage of having no seriou m- 
Zhou really rattled was when the | murred. petition for the role of supreme leader 
United States statesman tactlessly Soviet premier Nikita Khrushchev | has gone much further than Zhou ever 
suggested that China wasstilla Confu- | and Zhou could never get on. There is | did in renouncing the folly of Maoism 
cian country — and Zhou, who was | an anecdote told in Eastern Europe - DAVID BONAVIA 
of nationalities who rejected the | discussion of the pressures on him by | KM | 


theory of two nations on the basis of re- 
ligion alone, still plague Pakistan and 
its rulers today. Most disappointing of 
all is the complete lack of any under- 
standing of the forces that made up the 
Muslim League. Its leadership was 
largely drawn from feudal landlords in 
the United Provinces and other parts 
of India that never became part of 
Pakistan. This was one of many factors 
leading to the quick collapse of the 
Muslim League as a guiding political 
force after Jinnah's death. 


ny biography of Jinnah must attempt 

to tackle the issues not address- 
ed by Jinnah and the Muslim League 
before the granting of independence; 
and it must give some analysis of — or 
broad hints at — the political problems 
still current today. The question of 
Islam, a constitution, nationalities, the 
role of the military and the bureau- 
cracy and what kind of political struc- 
ture was envisaged, are acute problems 
today because of the British rush to get 
out as fast as possible in 1947, and the 
lack of a concise political programme 
by the Muslim League. The question of 
whether Jinnah wanted a secular or a 
fundamentalist Islamic state is still a 
burning one. 

Despite the fact that Wolpert quotes 
his speeches at length, where Jinnah 
seemed to have envisaged a secular 
parliamentary democracy, there is no 
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| complicated middle period in the 








| period, demanding the founding of | 


mullahs, landlords and others, who 
wanted their own version of Pakistan. 
Wolpert does describe the various poli- 
tical stances he adopted since the 
1920s: his early days as a pro- Congress 
initiator of Hindu-Muslim unity; a 


1930s when he shifts to demanding 
protection for Muslim interests; the | 
years when he abandoned politics to 
live as a lawyer in London, and the last 





Pakistan, make fascinating reading. 

There were immense personality 
clashes with Nehru, Mountbatten and 
Gandhi (whom he insisted on always 
calling Mr Gandhi rather than 
Mahatma). Jinnah's own analysis of 
Gandhi's role as a Hindu revivalist ap- 
pears prophetic in today's communal | 
strife-torn-India. “The Congress is no- 
thing but a Hindu body .. . itis Mr Gan- 
dhi who is destroying the ideal with 
which Congress was started. He is the 
one man responsible for turning the 
Congress into an instrument for the re- 
vival of Hinduism. His idea is to revive 
the Hindu religion and establish Hindu 
Raj in this country,” Jinnah said in | 
Patna in 1938. 

Jinnah himself clearly wanted a sec- 
ular Pakistan, ruled by neither the 
military nor the mullahs — where Hin- 
dus and other minorities would be 
equal Pakistani citizens. His dream 
has still to be achieved. —JAMALRASHEED 
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Env ver Pasha; Ungern-Sternberg; Borodin; Roy: dream of empire, terror and espionage. 


HISTORY 


Agent Bailey's amazing exploits 


Setting the East Ablaze by Peter Hop- 
kirk. John Murray, London. £10.95 
(USS13). 


ost would agree that the turn-of- | 


the-century British author John 
Buchan told a rollicking good adven- 
ture tale. Few would argue that his 
*great game" spy stories such as 
Greenmantle were in any way realistic. 
But the few would not be wrong. 

In this book, Hopkirk tells stories 
which make the exploits of Buchan's 
heroes seem positively pedestrian. For 
instance, the Daily Telegraph of Lon- 
don was not exaggerating when it 
headlined the story of Col F. M. Bailev: 
"British officer in Bolshevik Asia ... 
amazing adventures.” 


Bailey, summoned from 


| 
| 
| 
| 


Persia | 


where he had been engaged in intelli- | 
gence operations against the Germans | 


during World War I, was sent to Tash- 


kent to keep watch on the activities of | | 


the newly ascendant Bolsheviks, who, 
it was feared, were anxious to "liber- 
ate" British India after the success of 
their revolution in Russia. 

He arrived openly, only to find that 
British troops had been involved in a 
clash on the Persian border with Red 


Army men, and to come immediately | 


under suspicion. He managed to talk | 


his way out of this by explaining that 
the troops — men of the 19th Punjab 
Infantry — were not actually British, 
but Indian. But it was not long before 
the Soviet secret service — the Cheka 
— were after him again, and that "shoot- 
ing [was] not out of the question. " 


This time he got away by disguising | 
u y D g H 


himself as one of the thousands of un- 
repatriated Austrian ex-prisoners of 
war who swarmed around Tashkent at 
the time, walking into one door of a 
row of houses as himself, and walking 
out of another as an Austrian soldier as 
the Cheka men stood in the shadows 
waiting for him. 
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"It was a comparatively simple mat- 
ter to pretend to bean Austrian prison- 
er," he wrote nonchalantly afterwards, 
adding that if he actually met an Aus- 
trian, he simply pretended to be one of 
the numerous minority people in the 
Austrian empire. 

But now his problem was to get out 
of Tashkent with the intelligence he 
had collected — and he could not es- 
cape in his current disguise. By this 
stage it comes as no real surprise that 
his next step was to join the Cheka 

His best escape route was over the 
Persian border via the independent 
emirate of Bokhara. The Cheka were 
concerned about rumours that British 
troops were infiltrating the emirate 
and wanted to send spies in to check 











Bailey in Bolshevik guise: great escapes. 


| 
| 








the reports. So Bailey volunteered, re- 
ceiving a travel permit and an identity 
card marked “secret” which only secu- 
rity officials could see. 

Bailey got to Bokhara — receiving a 
cable en route asking him as a Cheka 
agent to look out for the notorious Bri- 
tish agent Col Bailey — and from there 
made a hair-raising dash through bliz- 
zards and past Bolshevik patrols to the 
Persian border. 

Amazing adventures, indeed. But 
this is just one thread of Hopkirk’s ex- 
cellent and readable study of the 
Soviet takeover of Central Asia and the 
early attempts to introduce com- 
munism to India through local agents 
such as M. N. Roy and to China, nota- 


bly through the Comintern agent 
Mikhail Borodin. 
Central Asia is an old stamping 


ground for Hopkirk, author of Foreign 
Devils on the Silk Road and Trespass- 
ers on the Roof of the World, the story 
of the European race to Lhasa. In this 
book, he keeps to the same anecdotal 
style as in his previous works, carrying 
the reader along as fast as — well, John 
Buchan. 

The story of Col Bailey is amazing 
enough, but Hopkirk also tells us of the 
bloody reign of terror introduced in 
Mongolia by the mad Baron Ungern- 
Sternberg, who promised to plant an 
avenue of gallows all the way to Mos- 
cow; of the Turkish soldier Enver 
Pasha's dream of a new Turkish em- 
pire; of Borodin's mission to turn the 
Kuomintang to the Left, and of the 
botched attempts to take communism 
to India. 

"Our mission is to set the East 
ablaze," said the inscription over the 
Soviet Ist Army HQ in Ashkabad, in 
what is now Turkmenistan. The at- 
tempt foundered on much the same 
rocks on which it is foundering in Af- 


| ghanistan today — a failure to recog- 
nise the cultural barriers between 


Asians and communism. 

This was by no means the last round 
in the great game, but the way Hopkirk 
tellsit, it was one of the most exciting. 

— JANINE WOOKEY 
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will serve well into the ne» 
century requires a specia 
combination of capabilities. Sui 
the supply of steeis developed 
match the particular locale and 
project. Plus construction metho 
specifically suited to the steel: 
being used 
That s why Nippon Stee! 
head and shoulders above other 
building constructors. We're noi 
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steel structures throughout the v 
Our expertise has been proven t 
and again through the developn 
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materials, Nippon Steel supplies 
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corrosion-resistant steels, ano ster 
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technology and steels custom-sele 
to meet your needs, when you Dulla 
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Schiphol Win-on-the-Way 


A new “Thank-you for flying via 
Schiphol” action, introduced by the Holland 
Promotion Foundation. Running from 


October 28, 1984 to March 23,1985. 


US S 500,000 in fabulous gifts 
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Every KLM Royal and Business Class 
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A DEL. 15 voucher to spend in the 
Amsterdam Airport shopping centre. One of 
the best and cheapest in the world. 


How does it work? 


At check-in, you receive a voucher with 
your personal number. When you arrive at 
Schiphol, go to the special "Schiphol Win-on 
the Way" desk in the central lounge. And find 
out straight away which prize is yours. 


KLM and Schiphol — a gifted combination 


Fly KLM Roval or Business Class on 
your next intercontinental trip. And transfer at 
convenient Schiphol. It'll be worth your while. 


More details from your travel agent or KLM 
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SOCIOLOGY 


Japan's female factor 


Classes in Contemporary Japan by 
Rob Steven. Cambridge University 
Press. £17.50 (US$20.50). 

n the face of it, class in contempor- 


O ary Japan should be a fascinating 
subject. It has received precious little 
acknowledgment from the “lessons 
from Japan" industry. And in a land 
which likes to soak itself in myths as 
religiously as in hot baths, the people's 
self-evaluation that they are almost all 
middle class (around 90% declare 
themselves so in surveys) is surely non- 
sense as an explanation of Japan's eco- 
nomic success. The dubious warbling 
about the supposed uniqueness of Ja- 
panese culture and character is equally 
ripe for consignment to the dustbin 
Unfortunately this book, self-profess- 
edly Marxist in method and message, 
proves a disappointment. 

It is not without its virtues, however. 
It presents a wealth of useful informa- 
tion in statistical tables, though these 
are not always consistent (the number 
of companies said to be members of 
the financial groups, or keiretsu, 
varies in three tables). And, as with 
all figures, they are open to differ- 
ent interpretations. (The alleged de- 
pendency of core firms in the finan- 
cial groups on the group banks is 
not supported by the figures pre- 
sented.) 

Steven also is able to put an in- 
teresting new gloss on such familiar 
subjects as the position of women in 
the workforce, the gulf between 
workers with the coveted full-time 
status and those without, and 
higher education, where access is 
becoming less egalitarian and in- 
creasingly determined by the wil- 
lingness, and ability, of parents to 
fork out for cramming schools and 
private tutors. 

But these virtues are outweighed 
by the obligation to be theoretically 
sound that often limits Marxist 
writing. Thus, Japan is said to be in 
a deep capitalist crisis, part of a 
worldwide one, triggered off by ex- 
cess capacity which, in turn, is caus- 
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ing the unproductive sectors of the 
economy to strangle the productive 
ones. In other words — and this wills 
raise a few eyebrows — a terminal case 
of the “British disease.” 

But revolutionary change led by the 
“oppressed masses,” (the term is ac- 
tually used) à la Russian Revolution, 
cannot be expected because the 
bourgeoisie, petty bourgeoisie and 
middle class (6.9% of the workforce 
according to Steven) are too closely 
identified with the present system. 

The working class is divided into the 
labour aristocracy with full-time 
status and the rest who “have been 
conditioned to accept the antithesis of 
lifelong employment” as temporary or 
part-time workers. And to top it all, 
everyone is kept in their place anyway 
by the repressive nature of the Japan- 
ese State. 

The hope for revolutionary change 
— and here the book stakes its 


Factory worker in Osaka: feminisa 





claim to theoretical ori- . s 
ginality — lies in the "0 
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Golfing in kimono: drive to free the oppressed. | 


i 


A 


M xus. 
à Ti 








~ ] i 
tion of the workforce. | 


feminisation of the workforce and the 
expectation that this development will 
spearhead a regeneration of the labour 


movement with militant feminist 
leading the rebellion against @ 
reactionary, paternalist society and 


thus liberating the oppressed. But this 


will take time because “women bedi 
babies" a phenomenon which “is 
under present technical conditions 
necessarily one which women do." It is 


the principal thing that prevents them 
from having equal job opportunities 
Once thev are liberated from the chore 
of species reproduction then the way 
forward to a socialist society lies open 
Would a massive sex-change program- 
me hasten the prospects of the socialist 
millennium, one wonders 

The book suffers fr: 
lis central notion that cont 
Japanese companies are reine 
tions of the traditional Japanese 
ly goes against convin 


work. which dates ents 
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rprise familism 


only from the early 20th century. The 
subcontracting system is over 
simplified and viewed merely as an 


exploited adjunct to monopoly 
capitalism, when in fact some of the 
most interesting developments in 
the Japanese economy are taking 
place in this sector 
Japanese farmers labelled 
"peasants" here — are far from 
the oppressed victims Steven 
sees them as. They do ex- 
tremely well behind the 
protective barriers supe 
porting their industry 
even a casual trip through 
the Japanese countryside 
shows: farmers do not 
live in rabbit hutches 
Finally, one 
pletely | 


as 


com- 


uzzled (to 


learn that the maim 
empilovers reanisa 
tion, the Keidanren, di- 
rectis government po- 


licy on matters ranging from wages, 
prices and investment to taxation, 
| education and police powers “and 
almost every facet of the nation's 
life" to boot; but then it is 1984 
| Shorn of its Marxist jargon, the 
book still says little that is new and 
not a few things that are quite mis 
leading — DEREK MASSARELLA 
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Politics in Bi-Racial Societies by Raj 
K. Vasil. Vikas Publishing House, New 
Delhi. Rs 125 (US$10.50) (on sale in 
India only). 


n the perpetual debate on class con- 

tradictions as the basis for social 
conflicts, Mao Zedong stretched the 
definition of proletarian struggle to 
declare that any ethnic group's effort 
to end oppression by its rival and dom- 
inant group, is also a form of group 
struggle. However, contradicting 
Mao's thesis is a non-Marxist school of 
thought represented by Vasil — a well- 
known researcher on raciallv divided 
Societies in the Third World. 

Vasil seems to agree largely with 
Samuel Huntington's view that in re- 
cent years ethnic confrontation and 
conflicts have tended to overshadow 
class contradictions as the major bases 
for political conflicts around the 
world. 

Vasil confines his well-researched 
and highly informative book to bi-ra- 
cial societies — a sub group of multi- 
racial societies — and those too to Ma- 
laysia, Fiji, Guyana and Trinidad. 

Conceding that multi-ethnicity, in 
both the West and the developing 
world, is not significantly different, 
Vasil argues that the critical difference 


Lepcha: left out of the power structure. 






ass contradictions and conflict 


is economic underdevelopment — lead- 
ing to disparities in education, em- 
ployment as well as political and eco- 
nomic power of the rival communities 
— which generates varying degrees of 
a sense of insecurity. These mutual 
fears, accentuated in the post-colonial 
era, have resulted in an anxiety to pre- 
serve paramountcy of the politically 
dominant group — by any means, con- 
stitutional or otherwise. 

Vasil's regret is that political power 
in each of the four countries has re- 
mained reposed in the same racial 
group that inherited it from the Bri- 
tish: 53% Malays vs 35.5% Chinese 
and 10.6% Indians in Malaysia; 41.7% 
Fijians dominating the 50.1% Indians 
in Fiji; 42.5% Negros lording it over 
50.4% Indians in Guyana, and 42.8% 
Negros keeping 40.1% Indians in the 
political wilderness in Trinidad. 

The sole justification in each case is 
the indigenes’ primacy that reduces 
the emigrees to a lower status — 
though unlike Malaysia and Fiji which 
have their own indigenous popula- 
tions, all racial groups in Trinidad and 
Guyana are emigrees. The Negro, hav- 
ing arrived earlier as a slave, considers 
himself a son of the soil in relation to 
Indians who came later as indentured 
labour. However, in all four countries 
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the politically dominant groups find 
economic power concentrated in the 
rival ethnic groups. This division of 
political and economic power accounts 
both for the current social stability — 
albeit uneasy — as well as the potential 
for future strife. Each group fears the 


Killing a fly with a bullet 


Smash and Grab: Annexation Of Sikkim 
by Sunanda K. Datta Ray. Vikas, New 
Delhi. Rs 150 (US$12.50). 


s India the bumbling, insensitive, 

local bully of South Asia? Or is this 
nation of 700 million people, with its 
enormous size and seemingly intracta- 
ble problems, a misunderstood giant — 
a giant with faults, of which brazen 
imperialism is not one? For South 
Asians, the answer to such queries 
would depend on national perspec- 
tive. 

An Indian might like to say “yes” to 
the second question whereas a Pakis- 
tani patriot, a Bangladeshi, a Sri Lan- 
kan or any sympathiser of the late Cho- 
gyal of Sikkim might respond with a 
nervous affirmative to the first one. 
Therein lies the difficulty of assessing 
India’s motives in its handling of 
neighbourly relations. 

Datta Ray must have found himself 
in a difficult position when he started 
this book. He is both an Indian and a 
sympathiser of the chogyal, with 
whom his family remained friendly 
until the end. He is also a journalist to 
whom the cause of objectivity, never a 
clear or well-delineated one, must be 


seen to be served. In the event, he has 
produced a book that must be admired 
for its detailed account of Sikkim's 
history and the tiny Himalayan state's 
helpless love-hate relationship with its 
massive neighbour. 

Datta Ray's research is formidable; 
his personal knowledge of the terrain 
— geographical, political and cultural 
— being his strongest advantage. But 
after reading this engrossing book, a 
question might nag the reader: has the 
author been impartia! or has he been à 
bit too understanding of his subject 
and a bit less so of India? 

Jawaharlal Nehru, perhaps in one 
of his characteristically expansive 
moods, said in 1960: “If we bring a 
small country like Sikkim within our 
fold by using force, it would be like 
killing a fly with a bullet.” The bullet 
was used and the fly was killed in 1975, 
after a long succession of events span- 
ning two-and-a-half decades recorded 
by Datta Rav in fine detail and well- 
turned prose. 

His tragic, if somewhat simple- 
minded hero, the chogyal, knew what 
was coming but refused to believe it 
actually would. Maybe it was that 
naivety which allowed him to be 
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economic clout of its rival. Hence the 
increasing pressure on the political es- 
tablishments from their electorates for 
a more just division of the económic 
cake — without doing the same to the 
political cake. 

Economic deprivation remains the 
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basic threat to stability in all four 
countries. Desperate poverty breeds 
and nurtures unreasonableness and 
mutual distrust, blocking any political 
settlement based on quid pro quo. 
Since the deprived sections of these 
societies have little or no share of na- 


a 








ian tee > ae 3) H3 ort to. 
ic eene 9p erty to 
draw attention to their situation. AL | 
though it may be hard to disput 
Vasil's thesis (that stability wow 
prove ephemeral in countries whet 
equally numerous rival groups are fro- 
zen into a state of permanent majority 
in electoral politics based on ethnicity), 
it may be equally hard to share his al- © 
most total distrust in the accommoda- — 
tive politics now being pursued in Ma- — 
laysia and Fiji. Evolution rather than? 
revolution being the essence of a lib- 
eral democratic polity — the hangover 
of historical distortions sharpened bya - 
rather sudden exit of colonial powers — 
cannot be cured overnight without up- - 
setting the apple cart. 

Vasil notes that national symbols re- — 
main Malay and Islamic in Malaysia — ^ 
a secular republic according to its con- 
stitution. Nevertheless, none can dis- - 
pute the author's plea that social sta- - 
bility through a genuine coalition of 
rival ethnic groups cannot be achieved 
merely through an alliance between 
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the politically dominant group and the 4 


elite of the subordinate group, rather - 
than those who articulate the genuine - 
interests of that, group. A coalition — 
with the elite who represent the in- 
terests of either their own class — ora - 
minuscule racial sub-segment — can 
end eventually in disaster, as currently ` 
demonstrated by Lebanon and, to a 
much lesser vun so far, by Sri 
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guided into indiscretion, when in 
March 1965 he took an initiative in 
raising the subject of a revision of the 
1950 treaty between his country and 
India. 

The way India used force to absorb 
Sikkim in April 1975 may remain mor- 
ally indefensible, as may its entire re- 
cord of creating instability with the 
help of local leaders — chiefly Kazi 
Lhendup Dorji of Chakung and his 
bizarre European wife. But then, inter- 
national politics have never had much 
to do with morality, 


S ikkim's story is a tragic one. But part 
of the tragedy was brought on it 
by its own situation — placed as it is 
between two massive neighbours. 
India and China who, to this day, re- 
main suspicious of each other. It is pos- 
sible that Sikkim would have been 
spared the strike of India's paw had 
China not consolidated its occupation 
of Tibet. 

Without being directly involved in 
the tussle between the two neighbours, 
Sikkim "was conscious of peril like a 
child caught in an adult war game." 
When an entire division of Chinese sol- 
diers was reported to be deployed in 
the Chumbi Valley, Indian troops took 
up positions in 24 places in Sikkim and 
a full Indian division fanned out across 
the kingdom. 


Datta Ray, in his indignation with 
Indian politieal decision-makers and 
their appointed officials in Sikkim, 
does not devote enough attention to the 
possible role of India's defence advis- 
ers in prodding the political leader- 
ship. 

In this unfortunately positioned 
country two Western women arrived, 
with their own dreams of status and 
grandeur. These were the Kazini of 
Chakung and Hope Cooke Namgyal, 
the chogyals American wife. The 
character of the Kazini is portrayed 
brilliantly. Datta Ray describes his 
first glimpse of her — “a stately women 
with honey-blonde hair drawn into a 
tight bun, swept into the room, long 
skit ‘ts rustling about her ankles. 

"I am the Kazini of Chakung,’ she 
announced. Her face was a thick, 
smooth white, resembling the chalk 
masks of Japanese kabuki dancers. On 
it arched a pair of thin blue-black 
eyebrows and the scarlet gash of a 
painted mouth. Her long lashes were 
stiff with kohl. Only the eyes were real, 
glittering like live coals.” 

Sikkim's other misfortune is that its 
own people, the Lepcha-Bhutivas, are 
hopelessly outnumbered by immigrant 
Nepalis. The Kazini, in pursuing her 
ambition to be Sikkim's first lady as 
the wife of Kazi Lhendup Dorji as pre- 
sident, or at least as chief minister of 


an IndiarGAAKeLEhDAescz090é8 nd her a 
group of young Nepali men who pro- 
vided public support for the Kazi 
Today, in the Indian state of Sikkim, - 
groups of Nepali politicians fight for 
the chief ministership; the Lepcha- ^ 
Bhutivas do not really matter much 
any more in the state's 
ture. 

Bhutan, another country caught be- 
tween India and China in the 


i 


power struc- 2 


Himalayas, has managed to remain out 7 


of the direct grasp of either and has 
even succeeded, with India's help, im 
becoming a member of the United Na- 


tions; a status Sikkim tried to achieve | 


but never could, because India would 
not go along. Perhaps that had some- 
thing to do with Sikkim's own prob- 
lems as much as with India's suspi- 
cious attitude. 

What those problems were, and how 
the chogyal became increasinglv un- 
able to cope with them, can be well 
understood after reading Datta Ray. 
What cannot be understood as easily is 
the degree of intrigue the Indians ap- 
parently employed to control this tiny 
kingdom. Why did they do what they 
did? Was it their natural venality? Op 
was it hypersensitivity acting within à 
brooding fear of China that made them 
read Sikkim's fatuous little indiscre- 
tions far more nervously than they de- 
served to be? — GAUTAM ADHIKARI 
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. in Peking and Shang- 
REVIEW and s senior of- 


d ‘official S inking on 
. Some of the officials who 
e REVIEW — including Li 


j gand Sha ng Ming, adviser and 
) ember at the PBoC and offi- 


y! ‘tached to the Ministry of 
vin Peking — have not previ- 
an d nterviews, . 

it as the. financial re- 


2 anal institutions, 
ding the PBoC which Shang told 
UEVIEW is currently being “recon- 
ted. P The central bank's supervis- 


ears E striet state planning and 
etary allocations, but now its eco-. 
ic management function is being 
ed. 

al bank: officials say that in fu- 
all policies, monetary or econo- 
have to serve to invigorate the 
y and open {China} up to the 
e world." This is a far cry from 
uation before the reforms, when 
endent monetary and fiscal po- 
ound no place in a rigid, closed 
stem of state allocations and pre- 
aptions. 

Now that China is moving back to- 
i rds being a cae pines than ph 





cial policies | are En oe be 
apted to regulate the monetary sup- 
iy. With banks also being given a 
much bigger role in credit allocation, 
e interest-rate mechanism is having 
0 be brought back into play. To some 
ent, interest rates are also being 
ou as a future arbiter of consumption 





What appears to be emerging is a | 
semi-liberal economic philosophy -= | 
with very distinctive Chinese charac- | 
teristics. Officials at the PBoC, for in- | 
stance, say boldly tha ‘compared with | 
our policies in the past, we will make | 
credit policies far more flexible in the | 
future. Only by this kind of policy can | 
we adapt to the diversified economy.” | 

But they add that “flexibility has to | 
be in line with the general planning of | 
the country.” They say that enterprises | 
and specialist households have now | 
been given "freedom in cash transac- | 
tions," butin response to questioning a | 

| 
| 
i 
| 
i 
| 
| 
| 
| 
| 





PBoC official admitted that all cash | 
transactions above Rmb — 100. 
(US$35.97) must still go through the 
banking system. Until recently this 
stricture applied to all transactions 
above Rmb 30. . 


long with the relative liberalisa- 
tion of cash transactions, the 
cheque-clearing functions of the 
banking system are being “diver- 
sified," according to PBoC. This will 
include cheques issued outside Peking 









By Anthony Howley in Shanghai 
hat have been heralded in China as. | 
significant new freedoms for four 

foreign-bank branches, which have | 

continued to operate in. Shanghai 
throughout the period of communist 
rule, are seen by the banks themselves 
as limited concessions. But they may 
mark the beginning of a more liberal | 
era for foreign banks in China. 

The institutions concerned are the 
Hongkong and Shanghai Banking 
Corp., the Standard Chartered Bank, | 
the Hongkong-based Bank of East 
Asia and the Oversea-Chinese Banking | 
Corp. of Singapore. Ranked in that 
order in terms of size of business in 
Shanghai, the four retained branch op- z 
erations here after the 1949 revolution | 
when other banks, European and Ame- | 
rican, were either ordered to closetheir | 
branches or elected to do so. 

A report in the China Daily on 22 De- | a 

"For the first. ti 
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cember said: 








S hang , ais go our 


A quartet of foreign banks receive experimental 
freedoms — but they would like to go further 





e-in [t 


and those issued by foreign banks. Of- 
ficials stress, however, that they do not 
intend to liberalise monetary and cred- 
it policies to the point where inflation 
isstimulated. — — 

. The hyper-inflation which preceded 


the 1949 revolution has been followed 


by what PBoC officials term “35 years 
of currency stability." (Consumer 
price inflation is given as 2% for 1984 
against 1.9% in 1983.) But instead of 
rigid limits on cash transactions, PBoC 
officials say that interest rates will 
become more ir nt 
terest rate is a very i 
regulate economic . ac 
"Over the past few years, the 
rate on deposits has been i inereaned a 
bit," he added. This. has actually 
amounted to a restoration of rates to 
the levels prevailing before cuts made 
during the Cultural Revolution. (The 
rate on ordinary renminbi savings ac- 
counts at present is 3.6% a year.) 
"Matters of vital importance relat- 















ing to interest rates are subject to ap- 


proval by the State Council" a PBoC 
official told the Review. The PBoC 








more than 30 years, overseas banks are 
accepting deposits and making loans 
in foreign currency in Shanghai." The 
four banks "are becoming fully fledged 
banking units operating under the 
supervision of the State Administra- 
tion of Exchange Control [SAEC]. 
They must offer the same interest rates 
on deposits as the Bank of China [BoC] 
but they can set their own rates for 
loans, with the permission of the 
SAEC." 

The report naturally caused a good 
deal of interest among foreign banks, 
| not least the 56 foreign banks from 17 
countries which currently have repre- 
sentative offices in Peking (REVIEW, 14 


June and 22 Nov. '84). But conversations 


between the REVIEW and senior offi- 
cials of the BoC and the People's Bank 
of. ane Ene in us Yu and in 
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CU 
does set a base rate, how? t= 


ever, and so-called spe- 
cialist banks, such as the 
Agricultural Bank of 
China and the People’s 
Construction Bank are 
free to fluctuate rates 
within 20% of the basic 
rate set by the PBoC. 

The relative roles of 
savings and consump- 
tion in the Chinese econ- 
omy and, by extension, of 
interest rates and finan- 
cial institutions, is some- 
thing in which central 
bank officials are now 
clearly very interested in. 
“Our policy is on the one 
hand to mobilise people to do more 
saving while also guiding them to be 
further involved in consuming,” said 
an official. Guided consumption is cer- 
tainly the appropriate term. Those 
wanting to buy colour TV sets, for in- 
Stance, are enjoined to deposit 60% 
of the price and then wait six 
months before taking delivery and 
paying the balance, according to a 
PBoC source, 

The deposit meanwhile enters the 
banking system and earns a “small” 
rate of interest. As there is “one TV set 
at present for every six needed” the 
total deposits are considerable. So, one 
PBoC official was able to comment to 
the REVIEW: “Consumption poses no 


0019 


freedom of operation for the Shanghai 
Four, let alone other foreign banks, is 
still some way off. 

The PBoC (which supervises foreign 
banks) gave a pro-forma response 
when asked by the Review about the 
role of foreign banks in China. "As 
with other foreign-country enter- 


prises, foreign banks are to play the | 


same positive role in our develop- 
ment," an official retorted. 

Pressed on whether foreign banks 
might eventually be able to expand 
their services, the official said: "It is 


possible, but I cannot sav when. This | 


has not yet been decided." On who will 
decide the issue, he added: "This is the 
task of the PBoC but the governing 
regulations are subject to the State 
Council,” 


he Bank of China in Shanghai, 

where the manager is Ma Zuhui, 
was more forthcoming. A senior official 
there told the Review: “Foreign banks 
used to do international settlements. 
Now they have the freedom to do other 
business: foreign-currency deposit 
business for joint ventures plus ven- 
tures with Overseas Chinese and 
wholly owned foreign enterprises. 
Loans too in foreign currencies. " 
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threat to savings because those com- 
modities most needed by the people are 
in short supply." But this will change 
as production capacity rises, he added. 


iscal as well as monetary po- 
P licy will have to be more flexible 

in future, The switch from state 
provision of funds to, and collection of 
revenues from, industrial enterprises 
and its replacement by a system of tax 
collection and retained profits has al- 
ready begun to affect the central 
budget. Finance Minister Wang Bing- 
qian noted recently that the state faces 


an estimated loss of Rmb 3.5 billion a | 


year in revenues because of the tax re- 
forms. 


But for the present, the four foreign 
banks with full branches in Shanghai 
— there are around a dozen more 
(mainly Japanese) with representative 
offices in the city — see the new free- 
doms as limited. The manager of one 
told the Review that the four had been 
advised in November 1984 by the PBoC 
that they would be allowed to expand 
their services as from 1 December 
1384. From that date they have been 
permitted to issue guarantees, take 
foreign-currency deposits 
"Hongkong and Macau compatriots, " 
foreign companies and joint ventures, 
and open letters of credit (LCs) on be- 
half of these three groups. 

"The new freedoms mean we can 
offer more to foreign businessmen but 
the potential is not so big yet because 
there are not all that many joint ven- 
tures," commented the foreign bank 
manager, "So these are not significant 
freedoms. " 

What the foreign banks would like to 
do is open LCs on behalf of Chinese 
corporations, which they feel they 
could do faster and more efficiently 
than Chinese banks. But they are not 
permitted to even under the new free- 
doms. They admit, however, that it 
would be hard to get the necessary 


from | 






































Officials at the Science 
Finance Research Insti- 
tute explained to the 
REVIEW that this loss re- 
sults from tax conces- 
sions granted during the 
(current) second stage of 
enterprise taxes. But 
they expect rising proe 
ductivity and increased 
efficiency in industry to 


raise tax vields over 
time. 

The new tax system for 
enterprises is complex 


but basically consists of 
a 55% tax on profits and 
a further 27.1% “regula- 
tion" tax on the residual. 
Additional taxes are imposed on bonus 
distributions above a certain level 
There is no plan to change the inci- 
dence of taxation among different 
groups but rising corporate-tax vields 
— plus the fact that many more spe- 
cialised households are now paying 
commercial tax — should raise overall 
yields, say Finance Ministry planners. 
Most individuals do not vet pay in- 
come tax (being below the Rmb 800 a 
year eligibility floor) but a whole 
swathe of levies, ranging from in- 
comes, construction and estate taxes to 
"salt" and "slaughter" taxes are being 
considered, officials told the REVIEW 
BoC officials put the present size of 
China's foreign-exchange reserves at 





foreign-exchange permissions to do 
such business. Even opening LCs on 
behalf of foreign exporters may prove 
difficult because the foreign banks are 
not allowed to hold their own foreign 
exchange beyond what they receive in 
foreign-currency deposits, and 
Chinese corporations do not generally 
have foreign exchange with which to 
reimburse them. Nor are the foreign 
banks assured of foreign currency 
facilities from the BoC 

"We can lend in foreign currency to 
Chinese corporations [but] the ques- 
tion is, do you lend and then hope that 
they have the permission to repay in 


| foreign exchange?" one representative 


mused. “They are trying to get us to ex- 
pand the foreign trade side without 
getting involved in the local economy. 
They would not want us to be involved 
in renminbi accounts for some time. It 
would be against the interest-rate sys- 
tem and would interfere with the 
domestic economy.” 

The Shanghai Four appear to have 
been given relative freedoms as an ex- 
periment, before China considers 
further liberalisation. According to 
the PBoC, foreign bank branching is 
likely to be permitted in China's spe- 
cial economic zones initially. 
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5 admit these are “quite big” They 
sult from a deliberate policy of se 
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_ exports and restricting imports. “My 
_ personal view is that in the next two 
- years, our foreign- -exchange reserves 
will be reduced," commented one 
senior BoC official. 

"In following economic policy [deve- 
lopments approved at the fifth plenum 
of the National People’s Congress plus 
urban reforms and the development of 


BUDGETS 


From the bottom up 


_ Japan’ s efforts to restructure its tax system are 
| meeting resistance from almost every side 


| By Charles Smith in Tokyo 


ne of the painful lessons Prime 
Minister Yasuhiro Nakasone may 
have to learn during his second term in 


> En is how to eat his words. He went 
on record early in his first term with 


— the statement that no administration 


* " 


of which he was the head would ever 
introduce a "widely based" general- 


— consumption tax. 


Such a tax, however, now seems 
- likely to be forced on the prime minis- 
"ter by members of his own Liberal 
- Democratic Party (LDP), who are in a 
State of rebellion against the official 
line on taxation and fiscal reform. The 
- policy calls for a long and painful 


- course of public-expenditure cuts as 
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the cure for Japan's chronic inability 
to balance its budget. 

Criticism of the Nakasone line on 
taxation began to be heard inside the 
LDP during mid-1984, but has become 
— far more frequent and open since the 
- prime minister's near-failure to be re- 
elected to the party presidency i in late 
October (REVIEW, 8 Nov. '84). A climax 
of sorts was reached when an LDP tax 
panel issued a report in mid-December 
which stated that Japan's tax system 
was “unbalanced” because of its over- 


- dependence on direct taxation (70.996) 


E 
LÍ 


and might be in need of thorough 
structural reform. 

Neither the LDP report nor a simul- 
taneously issued report by tlie kovano 
ment's own tax commission went so far 
as to say that the way to correcf the im- 
balance was by upping indirétt taxes 
and increasing the overall burden on 
the Japanese taxpayer. Both | reports 
did acknowledge that Japan's tax bur- 
den is extremely ligh compared with 
those of all other developed nations ex- 
cept the United States. 

Japanese taxes and social security 
contributions, according to the Minis- 
try of Finance (MoF), represent about 
35% of gross national product against 
53% in West Germany, 59% in France 
and nearly 70% in Sweden. 

Tax reform, and especially the whole 
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e same official- ‘estimated 
China can afford to borrow “US$5-6 
billion a year for 10 years” for a total of 
US$50-60 billion, while keeping its of- 
ficial debt-service ratio under 20%. 
(By repaying some loans ahead of sche- 
dule, debt payments were cut from 
around US$3 billion to some US$1 bil- 
lion between 1983 and 1984, implying 


issue of whether or not to increase rev- 
enue through a new general-con- 
sumption tax, was declared out of 
bounds as a subject for political debate 
late in 1979, after the prime minister of 
the day (the late Masayoshi Ohira) 
proposed introducing a European- 
type value-added tax (VAT) as a solu- 


tion to Japan's fiscal problems — and | 


almost lost an election in the ensuing 
negative popular reaction. 

After the 1979 debacle, the govern- 
ment spent three years trying to cut its 
budget deficits by freezing public 
spending on all major programmes 
other than foreign aid and defence. On 
some domestic programmes, such as 
education and medical insurance, the 
government even introduced expendi- 
ture cuts, undermining Japan's al- 
ready rather modest reputation as à 
welfare state. 

The government's unprecedentedly 
rigid fiscal policies had reduced an- 
nual issues of construction and deficit- 
covering bonds to 12.7 trillion 
(US$51.42 billion) in 1984 from ¥14.2 


trillion in 1980. However, the goal of. 


"fiscal stability" (which is usually in- 
terpreted to mean the complete cessa- 
tion of issues of deficit-covering 
bonds) was still somewhere in the mid- 
dle distance by 1984, and the propor- 
tion of government spending covered 
by tax revenue (at 68.3%) was still far 
lower than in any other advanced na- 
tion. 


Me spending cuts in areas 
such as welfare and public works 
were starting to raise complaints at the 
grassroots level of politics — especially 
in the rural constituencies that still 
elect the bulk of the LDP's parliamen- 
tary membership. 

The concern of backbench MPs 
about the MoF's blindness to the poli- 
tical aspects of budget-making led to 
the LDP inserting itself much more de- 
cisively into the 1985 budget-drafting 
process than in any recent year. The 
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ials say China will take con- 
cessional loans from foreign govern- 
ments plus the World Bank and the 
International Monetary Fund, and has 
“signed agreements with 10 Western 
countries tied to procurement of their 
goods.” And it might borrow by 





final version. of the budget, as ap- 
proved by the cabinet on 29 December 
1984, manages to preserve the princi- 
ple of “zero growth” in general expen- 
diture on which the MoF has insisted 
for the past three years. 

In contrast with the budgets of 1983 
and 1984, the budget allows for "pre- 
liminary work". to go ahead on a 
number of railway projects that are 
close to the hearts of LDP members — 
as well as for an increase in road build- 
ing. 

The money used for the road pro- 
gramme includes some * 110 billion in 
petrol-tax revenues which the MoF 
had conveniently salted away from the 
1984 fiscal year together with another 
Y 200 billion worth of loans which will 
be funded out of post office savings. 

In contrast with the 1984 budget, 
which included provisions for an ac- 
tual cut in tax revenue, the 1985 docu- 
ment provides for an additional Y330 
billion in taxes to help cover items that 
fall outside the general accounts (such 
as payments to local governments and 
government debt servicing). The addi- 
tional revenue, which is over and 
above what the MoF calls "natural in- 
creases" in tax income, comes from ad- 
justments to existing taxes (mainly re- 
ductions in corporate allowances) that 
leave the general shape of the Japanese 
tax system unchanged. 

But this is seen as being the thin end 
of the wedge. Early this year, the LDP 
plans to initiate a thorough inquiry 
into Japan's tax system that may take 
six months to a year — which could re- 
sult in the biggest changes to be made 
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with rates at current! led s. *So far we 


have not issued bonds ii Hongkong be- 
. cause it is not a bond market," com- 
; mented one official. © | 





in the system for: at least a couple of 
decades. SREE 

The main iternir on the ascendi of the 
1985 commission will probably be: 
how to raise the government s overall 
tax "take" (possibly to. 4095 of GNP); 
how to correct thé imbalance between 
direct and indirect: taxation, and, last 
but by no means least, how to iron out 
some of the inequities in the present 
. System which have led to some groups 
of people paying far more taxes than 

" others. 


J referring to the ku-ro-yon (nine-six- 
four) pattern, under which company 
empivyees BR pay. around 90% 





self-employed get away: with DH d 
60% rate of payment and farmers (the 


most. notoriously feather-bedded sec- - 


- tion of the Commune ‘pay a mere 
40%. 


One way to do away with ku- -ro-yon - 


would be to clamp down on tax evaders 
under the present system. But tax spe- 
cialists (as well as politicians anxious 
not to upset farmers) seem to feel this 
would be difficult. Less problematic is 
the idea of introducing a new indirect 
tax to be paid by everybody. This could 


well be combined with a cut in the 
standard rate of personal income tax 


aimed largely at helping the overbur- 
dened “salaryman.” 
A justification for levying a new in- 


direct tax, which reinforces both the 


“equity” argument and the arguments 
. for balancing indirect and direct tax 
revenue, is that Japan's existing sys- 





her than -aeross-the- 
: stances frequently occur of 
important new items escaping tax- 
ation altogether. 

Opponents of a general-consump- 
tion tax, or VAT, are likely to include 
the entire Japanese wholesaling and 
retailing industries — whose books 
may have to be inspected more 


thoroughly in future so that the new - 


tax can be correctly computed and may 
thus end up paying more income tax. 
.. The distribution sector apart, Japan- 
. esebig business, which at onetime was 
idly opposed to any changes in the 
stem, now seems to have come 






apanese tax specialists are fond of 


. tem of levying commodity taxes onin- 
di ^ rks extremely. 















Reorganisation : 
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Company' $ AARUN d warrants ot^ HK$847, 451 035 as a at 
1984 has been adjusted from HK$3.38 to HK$2.20.. 







Results 
In view of the reg cnet the results of the Group for the | six morn fron 












taxation: but: before. priae UR items « were E 1 cents desee on the Shed $ 
number of ordinary and convertible deferred shares in issue during the period. 
convertible deferred shares | were converted into ordinary shares on 16th October, 1 







Interim Dividend 


The Board has declared an interim dividend of 2.5 cents per Mire in respec 
year ending 31st March, 1985. This interim dividend payment has taken accou 
interim. dividend of 7 cents declared by Wharf and is in line with the dividen 
outlined in the scheme document dated 31st August, 1984 ("Scheme Documen 

to shareholders in connection with the reorganisation. The interim dividend will be- 
on 24th January, 1985 to shareholders on record as at 18th January, 1985, The regis 
of members wil be closed from 14th January to 18th January. 1985, both 
inclusive. In order to qualify for the interim dividend, all transfers, accompanied by 
relevant share. certificates, must be lodged with the Company's Registrars, C 
Registration Hong Kong. Limited, not later than 4:00 p.m. on 11th January, 1985. 


Half Year Results © 


On the basis referred io above, the unaudited consolidated results for the six mo 
ended 30th September, 1984 with the corresponding figures for 1983 are: - | 








































Six months ended 30th Setpember 1984 | 

| i 9 HES Million HK 
Operating profit/(loss) : ü f 5.6 (o8 
Share of profit of an associated company 1080 | 870 
Profit before taxation 113.6 $6.2 
Taxation A2 a: 
Profit after taxation 100.9 4. 
Extraordinary items oA C9) yj 
Profit. attributable to shareholders | 98.0. 
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‘Earnings per T before extraordinary items - 








Wharf has once again reported a steady growth in profit for the six months ende 
30th September, 1984. Its properties at Kowloon Point, the Ocean Terminal, Ocea 
Centre, Harbour City and other group properties are at present over 93% let, generat 
considérable recurrent revenue. Wharf Group's hotels in Hong Kong have benefited fro 
the buoyant tourist market. and achieved very high occupancy rates during the perio: 
The encouraging results in this sector of Wharf's activities are expected to continue fi 
the remainder of the financial year. Improved profits were also recorded from i 

E warehousing and public transport business during the period under review. 


The Directors are confident that, barring any unforeseen circumstances, i 
dividends for the year ending 31st March, 1985 will be not less than 6 cents per share 
as forecast in the Scheme Document. 

"| | ; | | (By Order of the Beard | 
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The Year of the Ox.. 


























E By pono Rowley in Hongkong 


E This New Year — in 
M the Chinese calen- 
| dar — is the Year of 
| the Ox (or Bull). It 
sounds exciting for 
investors. But will it 
| be the year of the 
bore? Is the best 
answer to the ques- 
tion of where to put 
your money in 1985 
"simply, i in the bank? 
i — Provided you get your currency 
ight, it could well be, given the pros- 
—pects for continued high interest rates 
and thus of attractive real rates of re- 
on deposits. Bond markets could 
T prove unexciting, or even risky 
while whatever 1985 does turn out to 
ta: e, it is hardly likely to be the year of 
^ the equity, one or two markets aside. 
— At the beginning of 1984 the 
Review's Where to Put Your Money 
eature turned bearish on the United 
States dollar (prematurely, as it turned 
cout) after several years of justified bul- 
—lishness. The fundamentals are still 
—bearish for the US dollar but economic 
' fundamentals do not seem to matter 
any more. As the august Westdeutsche 
. Landesbank put it recently in an eco- 
—nomic report, we live in a "Brave New 
~ [dollar] World,” adding that in the end 
“somebody will get stuck with the bill, 
- but who?" 

Who indeed? Debt-ridden develop- 
‘ing countries, over-extended banks, 
~ US workers displaced by cheap im- 

—ports — or investors just not smart 
- enough to get out fastest when the dol- 
- lar starts obeying the laws of gravity 
— again? 

— Most analysts are convinced that the 
| L US dollar will decline in 1985, but how 
far and how fast is something few of 
— them are prepared to predict. London 

r stockbrokers Phillips & Drew say the 

"dollar will continue strong into early 
— 1985. "Thereafter, the yen takes over 
as the strongest currency." 

But this is in what the firm calls a 
“soft-landing” scenario in which US 
€ economic growth slows to a "sustaina- 

ble" 2.5% a year by the second half of 
1985, and US interest rates fall back by 
the end of 1985 to levels around the 
~ 1984 average — after rising on the back 
—  ofstrong, private-credit demand in the 
early part of this year. 
| A hard landing is equally possible, 
— Phillips concedes, in which US econo- 
mic growth comes to a standstill, 
| domestic interest rates fall and the 
| (trade-dependent) ven suffers along 
~ with the US dollar. 





Brokers Vickers da Costa say the 
dollar "appears to have started a bear 
market," but they admit this may sim- 
ply reflect the recent easing of money- 
supply targets by the US Federal Re- 
serve and the resulting drop in interest 
rates. So, are investors to carry on in- 
definitely trying to second-guess the 
Fed and move into the dollar every 
time they suspect a tightening — and 
out when they sniff an easing? Vickers 
da Costa thinks not. A more secular de- 
cline may be imminent. 

The reasons are complex but briefly 
they go like this: investors have been so 
keen on the US dollar that they have 
been willing to accept lower-than- 
usual yields in the Eurodollar markets 
relative to domestic US securities. As a 
result, US banks and corporations 
have found it cheaper to raise money in 
the Eurodollar market. Hence the 
enormous capital inflows into the US 
— and the strong dollar. 

As international portfolios (not least 
those of central banks) become 
satiated with dollars, Euromarket 
yields start to widen and US institu- 
tions are forced back into the domestic 
market, pushing up interest rates 
there. This causes a bear market in 
bonds and foreign investors start pil- 
ing out in anticipation of losses. Then 
the real dollar bear market begins. 
Highly theoretical? Maybe, but Vickers 
says it has happened before, in 1972 
and 1976. 

However you look at it, the dollar re- 
mains a risk in 1985 and that will keep 
money-market investment at the short 
end, further distorting the vield curve 
and disadvantaging longer-term 





bonds. In any but a scenario in which 
the US economy crashes and brings in- 
ternational trade down with it, the yen 
has to be a good currency for invest- 
ment in 1985. A mirror image of the 
savage current-account deficit in the 
US, Japan's basic balance of payments 
will be in healthy surplus and the cur- 
rent account surplus even healthier. 
Capital outflows are likely to sub- 
side, too, as foreign investors return to 
the Tokyo equity market, suggests 
Phillips. The outlook for bond and 
equity markets is covered in detail in 
the following pages — plus the pros- 
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pects for managed funds, gold, futures 
markets and art investment. But Japan 
looks good for both bond ana equity 
investment, on the assumption of de- 
clining interest rates and rising corpo- 
rate earnings in Japan. 

The yen should rise not only against 
the US dollar, but also against Euro- 
pean currencies in 1985. On that there 
seems to be a consensus among non-Ja- 
panese analysts: the Japanese seem to 
be coy about forecasting their own cur- 
rency, partly because they remain un- 


Now is the time for som: 


Stockmarkets as a 
whole are unlikely 
to be very exciting 


in 1985, with the 
prospects of a 
renewed United 
States recession 


and of interest-rate 
volatility overhang- 
ing the interna- 
" tional economy. But 
for those prepared to pick their curren- 
cies as carefully as their stocks, 
| equities could be rewarding. The best 
| market, on currency grounds and eco- 
nomic fundamentals, should be Tokyo. 
Hongkong, with a stable currency 








now (likely to be re-rated upwards if 
anything), will continue to gain from 
the lifting of uncertainty over the fu- 
ture. Sectors of the Australian market 
look promising too (as does the outlook 
for the Australian dollar). Singapore/ 
Kuala Lumpur is a no-go area for 1985, 
while among those Asian markets di- 
rectly open to foreign investment, 
Bangkok should see more action than 
usual. 


» WALL STREET does not look 
promising. With the exception of a 
surge in July and August, the Dow 
Jones Average was relatively flat in 
1984 and few analysts expect more 
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EXCHANGE RATE FORECASTS 


AN INTEREST-RATE PROFILE 


{30 Sept. 1984) 


certain about the impact on the ex- 
change rate of recent capital-market 
liberalisation measures affecting (not 
least) Euroyen transactions (REVIEW, 1 
Nov. '84). 

It is hard to get too excited about 
other Pacific-area currencies, except 
perhaps the Australian dollar. It has 
been stronger in 1984 — largely on the 
back of Japanese investments in Aus- 
tralian bonds — despite a deteriorat- 
ing current-account balance and the 
prospect that Prime Minister Bob 
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Hawke’: S government 
interest rates down Š 
late the economy. 
The Australian d 






ill A try to push 


r zould- gain 


| further ground in 1985 if a weakening 


US dollar pushes Japanese institu- 


| tional investors — a growing force in 
international investment —- further 
into the Australian bond market in 


search of currency diver sification. 
Sterling may strengthen somewhat 
in 1985 — certainly against the US dol- 
lar though not against the yen or the 
Deutschemark. Britain's balance of 
popac will be in substantial deficit 
l ! in 1985, but the min- 
ers' strike has been 
the principal bear fac- 
tor in the foreign-ex- 
change markets and a 
satisfactory (from the 
government view- 
point) resolution of 


boost sterling. 

That, coupled with 
the expectation of a 
further decline in Bri- 
tish interest rates, 
could make gilt-edged securities look 
good, too.  . 

The Deutschemark, meanwhile — 
which was the world's weakest major 
currency in 1984 — looks unlikely to 
show strength against anything other 
than the US dollar in the major league 
in 1985. The French frane looks unex- 


citing and the Swiss franc . . . is the 
Swiss franc. - 
Inieresi-rate uncertainties (and 


rates could well be more volatile in 
| 1985 as pene including that of 











than a small upward swing in the New 
Year, probably towards the end of the 
first quarter. “Market movement in 
1984 is best described as a death wish,” 
one New York analyst told the REVIEW. 

“Equity investors have looked at the 
dark side of every twist and turn, first 
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Several analysts say they expect to see 
the market hover around the 1,170 
level for a while and only when it 
weakens further will individual (as 


return 
Most st analysts: agree that the weak- 
the US: -econom, : 


that could certainly 
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the US, seek to defend 
against sudden specula 
argue against bonds, cert 
long end. For those. 
their own. judgm 
when to get out of a marke 
when to get in, short- term. 
ments will obviously | 
the early part of the ye 
Real rates in the US T 
and short-term money m 
more attractive then else 
are on commercial bank de 
US dollar still looks good 
Eurocurrency deposits too. A: 
currency fund whose manage 
proved quick on their toes in 
could be a good haven for those 
prefer to profit from the near- 
of substantial parity shifts (no | 
for the US dollar) in 1985. 
Among equity markets, those j 
Pacific basim w i almost cert 








tals and Hongkong wil alt 
tainly continue to enjoy the up 
rating which began after f 
tember initialling of the Si 
accord on the territory. It^ 
surprising if the Hang Seng Ind 
not hit 1,300 at least bv the C 
New Year in late Februat "wa W 
happens in other markets. 
Where to Put Your Money 
tified in its bullishness on the. 
kong market in 1984 as a- 
index rose from below 900 ti 
1,100 between January and Deo 
albeit with a nasty plunge hi 
through the year. The bulls 
have it again in 1985. 





















what es: FM have ł 
stockmarket: despite such p 
signs as a drop in interest rates: 
easier monetary policy by the F 
Reserve, institutional investors 
targeted municipal and cc 
bonds as well as zero-coupon be 
preference to equities. 

The uncertainty surrounding 
economy, the continued budget : 
trade deficits, plus the US Tr 
lying reasons why the mar ha W 
improve dramatically i 
Fed's easing could het d 
early this year, but "in the 
I see paralysis," commented o 
son/ Amex analvst. 













> | TOKYO looks m 





marked by two surges, one early in the 
year and the second towards the 
year's end, which took the Nikkei-Dow 
Jones Average to record highs — 
reaching the 11,500 level by early De- 
cember. Several recent surveys of cor- 
porate profitability point to higher- 
than-expected growth in the year to 
March 1985. 

Against this, the outlook is clouded 
by the exposure of many Japanese 
companies to the US economy, and a 
soft rather than hard landing there will 
obviously be much more healthy for 
Japan. Continued growth in domestic 
consumer demand also will be needed 
to justify any sustained upturn in the 
stockmarket. 

Consumer spending is expected to 
rise as a result of reduced inflation and 
improvements in real income. The 
electronics sector continues to perform 
well though growth may be tailing off 
now in favour of manufacturers com- 
mitted to industrial and office automa- 
tion. 

The shares of city banks, too, should 
gain from financial deregulation in 
Japan. Average price/earnings ratios 
at around 27 look pretty fancy, and the 
average dividend yield is about 1% 
only. But earnings multiples and yields 
are not (yet) as important in Tokyo as 
elsewhere. 


» LONDON looks reasonably good on 
most fundamentals, though the out- 
look for sterling is not among them. 
The market rose by some 25% in 1984, 
buoyed by steadily rising profits and 
dividends, and analysts are generally 
confident that it will continue to gain 
in 1985 despite the fact that London 
has been experiencing a bull market 
for nearly 10 years. Corporate earnings 
overall are forecast to rise by 20% in 
1985 compared with 25% in 1984. 
Inflation is accelerating only margi- 
nally and public borrowing is declin- 
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ing, alleviating fears of any crowding 
out of the equity market bv govern- 
ment debt issues. In addition, capital 
investment has been picking up. Sec- 
tors which are forecast to do well in 
1985 include banks and insurance 
companies — laggards in recent years. 
The average price/earnings ratio is à 
fairly undemanding 10.6 and the aver- 
age vield (on historic earnings) around 
4.5%. 


» AUSTRALIAN stockmarkets began 
1984 on a strong note with the overall 
indicator — the All-Ordinaries Index 

close toa record high at 775.3 points, 
and managed to sustain that level 
fairly well throughout the year, despite 
short-term jitters around the time of 
the 1 December general election. 

The mainstay of the market was the 
industrial sector. Fundamentals im- 
proved as a wages pause, the re- 
surgence of the rural sector after the 
1981-83 drought and some upturn in 
consumer demand boosted company 
profitability by an average of about 
30%, 

Despite the end-of-year jitters, 
brokers remained moderately optimis- 
tic about 1985. Some downslide is ex- 
pected in the first quarter as a result of 
tightening liquidity and nervousness 
about wages. Predictions for the All- 
Ordinaries see it reaching the 800 level 
later in the year. Most analysts still see 
some growth in the All-Industrials, 
based on forecast average profit 
growth of 15-18%, with predictions 
putting the index somewhere between 
1,175 and 1,300 by the end of 1985. 

Analysts warn that bargains are 
over: "sector play" is out, and “indi- 
vidual stock play” is in. Favourites are 
building suppliers and to a lesser ex- 
tent, transport stocks. Banks are 
favoured also. The mining sector is un- 
likely to recover before mid-1985 and 
the oil sector could show weakness, 
The average price/earnings ratio (on 
100 leading stocks) is around 10.4 and 
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the average dividend yield some 5.7%. 


» NEW ZEALAND'S market moved 
sideways in 1984 in a series of volatile 
shifts. Private investors got the taste 
for share buying after huge (tax-free) 
capital gains made in the market the 
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ok trading; Tokyo Stock Exchange: varying prospects. 












previous year, Institutions kept a low 
profile. But once the mid-year election 
(and a 20% devaluation plus the new 
budget) were over, the market rallied 
some 300 points in one month to reach 
a record high of 1,475 on the Barclays 
Index. 

The new government's liberalising 
moves in the financial sector and else- 
where (which may include a free float 
of the New Zealand dollar in time) is 
encouraging inflows of foreign capital. 
Deregulation will probably continue 
to produce volatility in the stockmar- 
ket during 1985. Exporters should 
benefit from the devaluation and 
manufacturers (plus the forestry sec- 
tor) should enjoy strong profitability. 
There is a general expectation that the 
market will peak around 1,600 during 
1985, being firmest towards the end of 
the year. 


» HONGKONG must be one of the 
best prospects for 1985. The Hang Seng 
Index began 1984 below 900 and 
quickly rose by more than 200 points 
by the spring. But then it plunged to 
around 750 by midsummer. 

The market remained on the floor for 
a while, even after the initialling of the 
Sino-British accord on the future of 
Hongkong in September. Then, as con- 
fidence began slowly to return (and as 
London institutional investors began 
to move back into the market), the 
index began a slow but sure recovery 
and hit the 1,200 mark in late De- 
cember. It seems certain to continue 
climbing in the early months of 1985. 

The traditional year-end rally from 
December to the beginning of the 
Lunar New Year in February should be 
stronger than usual this time, analysts 
expect. Economic fundamentals look 
reasonably good, too: a stable cur- 
rency, rapidly falling inflation and 
economic growth which should remain 
vigorous at least through the first half 
of 1985 — though what happens 
beyond that depends very much upon 
the US economy. 

The hotel sector looks particularly 
good because of very buoyant tourist 
arrivals and now seems a good time to 
buy quality property stocks for re- 
covery. Utilities, too, should benefit 
from general economic activity, the 
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tourism boom and a sharp pick-up at 
the lower end of the residential accom- 
modation market. 


» SINGAPORE / KUALA LUMPUR 
fundamentals look bad in virtually all 
sectors listed on the big boards of both 
countries. Property values have col- 
lapsed, which in turn takes the steam 
out of the building boom and under- 
mines banks' loan portfolios. 

Commodities are in the doldrums, 
with rubber near the bottom of its 
trading range and palm-oil prices 
coming off. Intra-Asean travel levies 
and overvalued currencies squeeze 
hoteliers and retailers. The shipping 
slump has hit dockyards and liners 
alike, while languishing petroleum 
prices hurt rig-builders, oilfield ser- 
vicers and refiners. 

Against this backdrop, market indi- 
ces plunged by nearly 25% in the latter 
half of 1984, before recovering feebly 
and fleetingly in December. Turnover 
slackened on both sides of the Cause- 
way, with Malaysia particularly hard 
hit by a liquidity crunch in credit mar- 
kets. As a result, the ratio of trading 
volume on the two exchanges tipped 
further in Singapore's favour. 

To reverse this trend, the Kuala 
Lumpur Stock Exchange mooted mea- 
sures to boost brokers’ liquidity and 
lure speculators back to the market. 
But observers doubt such measures 
can do more than win back a larger 
share of an anaemic pre-Chinese New 
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Year rally anticipated for February. 

Overall, 1985 prospects look gloomy, 
with scant improvement anticipated in 
fundamentals. As an indication of the 
generally bearish outlook, analysts are 
tipping companies with purported 
China leads — traditionally regarded 
as risky — as having at least a chance 
of filling out their order books. 


> MANILA's stockmarket reeled 
under poor corporate prospects and 
strict monetary policies adopted by the 
government during 1984. Volume fell 
heavily and share prices also were at 
their weakest. 

Compared to its level at the start of 
the year, the Manila Mining Average 
was lower by 39.8% at 754.08 points by 
30 November — despite good earnings 
prospects. Meanwhile, the commer- 
cial-industrials index shed 25.4% at 
107.91 points. The oil gauge fell 44.8% 
to 0.606 of a point, owing to poor pros- 
pects for the development of the major 
oil-exploration project Galoc 2. 

However, the domestic oil firms par- 
ticipating in the project seem to be the 
only listed companies capable of re- 
cording favourable bottom-line fig- 
ures — both because of incentives from 
the government and because of bene- 
fits they got from the three peso de- 
valuations during 1984. 

The continued tightness of credit 
and high interest rates, along with var- 
ious taxes imposed by government as 
one condition for new financial assist- 


Seoul stockmarket; Makati exchange; Taipei trading: rallying and reeling. p 








ance from the International Monetary 
Fund and. various commercial-bank 
creditors, should further keep invest- 
away from the stockmarket for 
most of 1985. The current low yields 
are not expected to improve in the near 
future 
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>» SEOUL'S pattern of activity in 1984 
was a rally every month or so, driving 
prices up to bring the Composite Index 


to around 135 from 130, with trading 
volumes ranging from about 10-20 
million shares daily. The rallies were 


frequently highly speculative, usually 
focused on electronics or pharmaceuti- 
cals companies. The government steps 
in occasionally to influence prices by 
improving or wersening the invest- 


ment and securities companies’ access 
to finance. 
Among other outside forces. the 


still unresolved anti-dumping dispute 
between South Korean electronics 
firms and the US Department of Com- 
merce and the slump in ovi rseas con- 
struction business have dramatically 
affected those sectors. But good news 


from resourct exploration-related 
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projects abroad had a striking effect on 
share prices. 

Small firms offer investors greater 
potential for capital gains, as opposed 
to dividends which are regulated and 
heavily taxed. During 1984, the total 
value of the market grew from Won 3.5 
trillion (US$4.27 billion) recorded at 
the end of 1983 to Won 4.7 trillion as of 
3 December 1984. During the same 
period, the number of companies listed 
grew from 328 to 335. Few changes in 
1984's performance are expected in 
1985. 

Analysts expect past favourites will 
continue to fare well and claim that 
construction shares are bound to im- 
prove in 1985. Resource-exploration 
related stocks — which include com- 
panies in petrochemicals, oil, trading, 
construction and mining — are another 
area of high-growth potential. 


» TAIPEI'S market turned in a gen- 
erally good showing in 1984, in line 
with the economy's projected growth 
of more than 10.8%. After beginning 
with the year's low on 5 January of 
764.5, the weighted price index rose 
rapidly to a new high of 969.25 on 25 
May before dropping back sharply. 
The index declined further over the 
next few months, but then began a 
rally in November which brought it 
back to 850 by early December. 

Optimism over projected economic 
growth of 8.5% in 1985 should buoy 
the market early in the New Year. The 
electronics sector is expected to do 
particularly well, as recent growth has 
been excellent and the government 1s 
emphasising computer-related areas 
and  telecommunications. Cement 
stocks should also gain from big infra- 
structure projects. 

Meanwhile, foreign investors’ pro- 
file on the Taipei exchange is about to 
be raised considerably, with permis- 
sion granted to the Taiwan ROC 
(offshore) Fund to double its size from 
around US$40 million to more than 
US$80 million. 


» BANGKOK'S market showed mod- 
est improvement for the second con- 





10.9 


utl. La uh Ptr PED 





M 
o du 





secutive year in 


EQUITIES ON A LONG-TERM VIEW 1984, with the 
better c Y Book Club Index 

(% per annum in USS: capital plus dividends) appreciating ap- 
COMPOUND RATES proximately 10 

points to reach 

130.16 in early 


December. Despite 
problems in the 
finance-company 
sector and a credit 
squeeze in the 
banking system 
from January-Au- 
gust, the continu- 
ed recovery in 
1984 was attribut- 
ed to growing con- 






fidence in the 
market's future 
EVEN SCREEN, Strong 


earnings by selected blue chips (which 
spurred trading), and declining interest 
rates in the final quarter. 

An estimated Baht £600 million 
(US$26 million at the old exchange 
rate of US$1:Baht 23) brought in by 
foreign investment trusts and mutal 
funds also contributed to the market's 
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overall gains. As of November, the 
average price/earnings ratio stood at 
7.6 while average dividend yield was 
6.84%. Most analysts expect another 
year of gains in 1985, probably larger 
than those of 1984. 

There is talk of a Thai offshore fund 
being launched — along the lines of the 
Korea Fund — and of privatisation of 
state enterprises such as telephones, 
tobacco and airlines (SHROFF, REVIEW, 
13 Dec. '84) Withholding taxes on 
foreign investors will continue to pose 
an obstacle: only British and Singapo- 
rean investors are exempt, due to dou- 
ble-taxation pacts, though such an 
agreement is expected soon with the 
United States. 

Domestically, recent amendments to 
the stockmarket law (REVIEW, 22 Nov. 
'84) plus the growing equity invest- 
ment by provident funds appear to 
outweigh any perceived negative im- 
pact from the recent devaluation. Ce- 
ments — especially the largest manu- 
facturer, Siam Cement — continue to 
be promising. Selected banks, particu- 
larly those with extensive overseas 
networks, are equally good bets. Oo 


Hedging your bets on 
Hongkong's futures 


By Liz Carver in Hongkong 


Those with the cour- 
age to predict the 
future, the wisdom 
to know when they 
are wrong and the 
grace to admit it 
and get out can take 
their chances on 
two Asian futures 
exchanges one 

— in Singapore and 
another due to start up in 1985 in 
Hongkong. Singapore’s exchange 
began operations in 1984 — while the 
date of the Hongkong opening is still 
uncertain. 

The primary Hongkong contract will 
be one based on the Hang Seng Index, 
the most widely used indicator for the 
local market, and will be dealt on the 
Hongkong Futures Exchange, a reor- 
ganised version of the Hongkong Com- 
modity Exchange. The exchange, 
which had expected to start trade this 
month, is still finalising its rules, mem- 
bership procedures and capital re- 


quirements. 


The new exchange will offer con- 
tracts in four sections: the stock index, 
currency and interest-rate futures, ag- 
ricultural commodities and metals. 
Futures contracts are essentially an 
educated guess: buyers of a contract 
are betting on the price of'a commodity 
or a currency at a certain future date. 
Most of the sections will offer familiar 
vehicles which are available on other 
exchanges: the currency division, for 


example, is to trade in contracts 
based on the yen, Deutschemark, US 
dollar and Hongkong-dollar deposit 
rates. 

The nature of the local-dollar depo- 
sit market — which is chiefly in the 
hands of a few large local banks, which 
in turn meet weekly to set interest rates 
— means the latter contract appears to 
offer little speculative appeal. More- 
over, contracts which have been con- 
sidered for the other sections do not 
appear to have particularly wide in- 
terest. 

There has been, for example, some 
talk of the exchange's commodity sec- 
tion introducing comparatively exotic 
instruments, such as contracts based 
on China tea and cotton yarn futures. 
But these will probably appeal mostly 
to local investors and commodity pro- 
fessionals — though it is also hoped 
that Chinese state organisations may 
become big players in this type of con- 
tract, using them as a hedge against 
world markets. 

The real attraction to foreign invest- 
ors will be the Hang Seng Index con- 
tract. The proposed contract is to be 
valued at HK$50 (US$6.41) for each 
point on the index. This means that, at 
the current index level of about 1,185. 
a contract would be priced at about 
HK$59,250. There is to be a daily 
trading range of a minimum of on« 
index point and a maximum of 10 
points. 

Thus, for every point the index rise 
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< Asia houses over half of mankind. Everyday events are 
-= happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
-executive or scholar or anyone who has dealings with 
-Asia. Decide for yourself whether any other single 
“medium puts the economic, social and political realities 
7 Asia at your fingertips as does the Asia Yearbook. 


















Now in Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
ary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
i Asia should have on the bookshelf. 





. . The Asia 1985 Yearbook includes a newcomer to every 
-chapter — the Databox which gives an instant glance of 
— essential data. You will find familiar chapters and fea- 
^. tures as well: a Regional Round-up, The Power Game, 
.... Population, Development Banks, Asian Finance, Asian 
< investment, Commodities, Energy, Aviation, Shipping, 
... Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 


countries. Each is divided into 3 sections — Politics/ 


Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 

Politics and Social Affairs, Foreign Relations, Economy 
< and Infrastructure. The Yearbook gives you localised, 
^^. first-hand information on everything from market poten- 
^ tial and population trends to foreign aid involvements 





and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provides by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£16.75/S$47/M3$50 
Hard Cover: HK$200/US$25.95/£20/S$56.50/MS$60 
For airmail delivery, please add: 
HK$45/US$6/£4.50/8$12.50/M$13.50 
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Transporting day old chicks: a challenge to Sabena's savoir faire. 


Sabena. 





Savoir faire in the air. 


Sending your freight by Sabena can take 
all kinds of loads off your mind. 


Day old chicks are not the easiest things in 
the world to transport. Sabena devised a unique 
aircraft loading frame to keep them at the right 


temperature and to get them to their destina- 


tion in perfect condition. That's savoir faire. 


Whatever your freight, Sabena can trans- 
port it with exceptional efficiency from the ultra- 


modern Brucargo facility where expert staff 
are fully supported by computer. Seventy direct 


destinations worldwide means less tranship- 


Make sure your freight is booked aboard = 


ment and an extensive fleet of trucks is stra- 
tegically deployed for the fastest possible 
delivery. 

And remember that Sabena carry freight 
on all their passenger flights, giving outstand- 
ing flexibility for urgent, last minute shipments. 

That's Sabena savoir faire. 


Your freight agent or the Sabena freight office will 
be glad to supply any information. 
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or falls, the price of the contract will 
rise or fall by HK$50, and the holder 
will gain (or lose) accordingly. The 
local stockmarket is expected to rise 
strongly during the year on renewed 
confidence in the local economy and 
the removal — by way of the Sino-Bri- 
tish agreement initialled in September 
1984 — of some political uncertainty. 
The index is forecast to rise to 1,600 or 
beyond in 1985. 

Those who get in at the beginning 
and are clever (or lucky) enough to pre- 
dict the cycles and peaks — for this 
tends to be a volatile market — could 
profit handsomely. In addition, the ex- 
change-rate risk is almost nil: the local 
unit’s peg to the US dollar eliminates 
one possible uncertainty in consider- 
ing returns on the stock-index con- 
tract. 

Determination to prevent inter- 
nationalisation of its dollar has meant 
that Hongkong’s main financial-fu- 
tures competitor in the region — 
Singapore — is unlikely to be offering 
any comparable, competing contract 
to the Hang Seng Index future. 

The Singapore International Monet- 
ary Exchange, which began trade in 
September 1984 after some delays, is 
offering currency and gold contracts. 
After an enthusiastic start, trade vol- 
ume slackened and has been disap- 
pointing — despite a link-up with the 
Chicago Mercantile Exchange. Hong- 
kong does not plan any such overseas 
connection. a 
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Managed funds — the 
se record and the prospects 


E It was safer in gen- 


eral to be in more 
diversified and 
broader-based man- 
aged funds in 
1984. The uninspir- 
ing performance of 
most narrowly-fo- 
cused funds chosen 
by the managers in 
last year’s Where to 
Put Your Money would seem to argue 
for seeking out those investments 
where the managers retain 
as much flexibility as pos- 
sible. 

But to every rule, there is 
an exception — and for this 
rule it is the year’s top per- 
former among the chosen 
funds last year: Wardley’s 
Japan Trust, which rose 
23.1% in US dollar terms in 
the 12 months to the end of 
November 1984. Wardley 
recommended this fund on 
the belief (largely justified) 
that an improved outlook 
was in store for a number of 
indicators, including cor- 
porate earnings and 
money-market liquidity, and expecta- 
tions of reduced consumer propensity 
to save. 

Wardley’s fund turned in this per- 
formance against a gain of about 22% 
in the Nikkei-Dow Jones Average over 
the year to the end of November. 
Another 1984 recommendation — the 
Jardine Fleming Japan Trust — 
matched the market's performance 
with a 21.6% gain (in yen terms) in the 
year to the end of November. It was 
selected on the basis of the fund mana- 
gers' expectations that the Japanese 
market would be more domestic- and 
consumer-oriented in 1984. 

Other funds heavily based in Japan 
equities did not fare quite so well, 
though the managers' rationale for 
their choices was much the same as for 
those of the more successful funds. 
Gartmore's Japan Fund managers said 
last year the fund would "provide ex- 
cellent return on invest- 
ment in 1984, backed by 
Japan's healthy trade 
surplus, improving corpo- 
rate profits, steady econo- 
mic growth and belated 
pick-up in consumer de- 
mand." The fund declined 
by 1.2% in US dollar terms 
in the yearto 30 November. 

The Henderson Baring 
Japan Technology Fund 
was said to have a broader 
base (with investments in 
companies in many sectors 
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which did technology-related research 
and development work) rather than 
simply going for the obvious high- 
technology stocks. But investors saw 
its value rise by a marginal 2.8% in US 
dollar terms in the year to 30 
November. 

Henderson fared worse with its Aus- 
tralia Fund: down 19% in US dollar 
terms in the year to the end of 
November. The Australian All-Or- 
dinaries Index rose only about 3% in 
the 12 months to the end of November, 
not exactly a stellar performance 
either. The managers chose the Austra- 
lia Fund — at least in part — on expec- 
tations of a stronger Australian dollar. 
Exactly the opposite happened 

Henderson also fared poorly with its 
1983 selections, winning the wooden 
spoon for its choice of the Hongkong 
Fund. Henderson's managers may well 
have been ahead of their time on that 
one: they forecast a resolution of the 
territorys political uncertainties, 
which would in turn fuel a local 
sharemarket recovery. The same 
reason is given by several managers for 
some 1985 selections. (Henderson's 
managers declined to make any recom- 
mendations for 1985.) 

The years worst 


performance 
among the chosen funds was the 24.6% 
decline (in US dollar terms, year to the 
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Special Growth Fund. 


end of November) by Jardine riem- 
ing's America Growth Trust. It was rec- 
ommended on an expected resurgence 
of interest in fast-growth firms. The 
fund's performance was worse than 
that of the Dow Jones Industrial (DJI) 
index during the same period: in the 12 
months to the end of November, the 
DJI fell almost 7*5. 

Another heavily US-weighted fund 
(with a big chunk in Japan), GT Man- 
agement's Global Technology Fund, 
fell 18.8% during those same 12 
months (in US dollar terms). A fund 
with similar goals — to invest in Ame- 
rican and Japanese technology issues 
— was recommended by Fidelity: the 
It returned 
7.8% to its investors over 11 months to 
the end of October (the most recent fig- 
ures available from the managers), in 
US dollar terms. 

Fidelity's other choice, the Pacific 
Fund, rose 7.1% (US dollar terms) in 
the same 11 months. The managers of 
this fund invested in many Paci- 
fic markets including the US West 
Coast. 

Two primarily Hongkong-invested 
funds provided modest returns: GT 
Management’s Asean Hongkong 
Growth Fund and Gartmore's Hong- 
kong and Pacific Unit Trust. The 
former — which is about 58% invested 

in Hongkong with another 26% in the 
Bingapore and Malaysian markets, 
13% in Thailand and 3% in the Philip- 
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pines — rose 1 1.1 70 In UD donar veris 
in the year to 30 November. 

The fund's component markets 
turned in quite varied performances 
during that same 12 months. Hong- 
kong's rose about 32% and Bangkok's, 
by 1.4%. But Singapore’s market fell 
about 19% and Manila’s (measured by 
the Mining Index) fell 36.3%, 

Gartmore's Hongkong fund — which 
is weighted about 80% in the territory, 
with another 15% in Japan and the re- 
mainder in cash and “Causeway” 
(Singapore and Malaysia) stocks, rose 
6.7% in the year to 30 November in 
Hongkong-dollar terms (with that unit 
almost perfectly steady through its peg 
to the US dollar). 

Finally, a relatively young fund 
which gives its managers full discre- 
tion as to country and instrument — 
Wardley's Private Capital Trust — ap- 
preciated 9.2% in US dollar terms in 
the period between its start-up on 13 
December 1983 and 30 November 
1984. This fund is being recommended 
by Wardley once again because it has 
so much flexibility. The managers be- 
lieve this will give them an advantage 
during the first six months of this year, 
when they believe most major equity 
markets will be sluggish. 

Last year was Japan's year. The 
managers flocked to Tokyo on the be- 
lief that it was an excellent long-term 
market to be in. Unfortunately, taking 
the long-term view — even if it is the 


correct one — ange nean annua 
returns will be anon. "pan, the mana- 
gers complained, also turned out to be 
an expensive market. But they are still 
convinced that there is good money to 
be made in. Tokyo, which represents 
some 18% of. world stockmarket 
capitalisation. 

More careful scrutiny of individual 
issues will be made: the managers have 
learned (in the US as well as Japan) 
that high- technology does not always 
generate hi returns. But investors 
and manage S-tend to be followers of 
fashion: w ile. 1984 was Japan's year, 
it looks as though the attention will be 
focused this year on Hongkong. ..A 
shaky political situation has kept man- 
agers out of Hongkong for much of the 
past two. years, notwithstanding the 
positive economic signs. "There is 
pent-up demand for Hongkong stocks | 
— or at least, unsatisfied investor jn- 
terest,” as one manager put it. 

Even if the US recovery were to slow, 
resulting in slowed growth of Hong- 
kong's export-dependent economy, the 
managers expect that to be made up for 
by revivals in other areas. 

Listed below are. the investment 
managers’ choices for 1985. Each has 
been asked to select the two funds in 
their stable which they think , will 
perform best during the year. 


Fidelity International 
» Fidelity Japan Special Situations 


Best for bond-buyers is 
to hold off for a while 


By James Bartholomew and Other Correspondents 


g The consensus 
-| among some lead- 
=| ing analysts is that 
| the next few 
/H months will see a 
| setback in bond 
prices. The reason 
] is that, in response 
| to the easing of 
| monetary policy in 
— = the US recently, the 
economy there will resume its growth. 
This rebound means short- 
term interest rates will 
have to rise to keep 
money-supply growth in 
check. 

The rise in short-term in- 
terest rates is likely to have 
its echo in a rise in long- 
term rates, hence a fall in 
bond prices. As the market 
in US dollar bonds domi- 
nates the total bond market, 
that could mean a setback 
for all. 

Some analysts are looking 
for a rise in long-term in- 
terest rates of as much as 
200 basis points (or two per- 





centage points) — enough to cause à 
capital loss of more than 15% in bond 
prices. But looking beyond the next 
six months, analysts believe that this 
tightening of interest rates will suc- 
ceed in slowing money growth again, 
so that the Fed will be able to relax its 
hold on the reins once more and in- 
terest rates can move back down. That 
wil be the time to get back into 
bonds. 

It all seems like à cat-and-mouse 
game between the Fed and the US 
economy. Bond analysts follow’ the 
game avidly. Each time the mouse 
comes out of the hole, they examine 
every factor affecting how far out, it 
might come (in other words, how 
strong growth will be). What tends to 
be forgotten is whether the house in 
which the cat-and-mouse game is 
being played out is burning down 
(whether the fundamentals are all 
wrong). 

What are the analysts’ recommenda- 
tions based on their estimation of 
where the mouse and cat are ,cur- 
rently placed? They recommend that 
investors stay out of fixed-rate bonds 
for the time being and then move back 
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there is still plenty of room to grow on 
fundamentals, the managers say. The 
fund is also based on the premise 
that “the yen must appreciate some- 
time.” 

» Fidelity Southeast Asia Trust: Like 
the Japan Special Situations fund, this 
fund — which started in October 1984 
— is being kept small. Not yet fully in- 
vested, it is weighted approximately 
40% in Hongkong and 25% in Austra- 
lia with the rest in Thailand, South 
Korea and Taiwan. It is beginning to in- 
vest in the Singapore/Malaysia market 
and may eventually expand to In- 
donesia and India — but currently has 
no plans for Philippine investment. 


Gartmore 

» Gartmore Hongkong and Pacific 
Unit Trust; This fund is being recom- 
mended by the managers for a second 
year. It is invested 80% in Hongkong, 
15% in Japan and 5% in Singapore/ 
Malaysia and cash. It is recommended 
for its emphasis is on the relatively 
cheaper Hongkong market, which 
should gain strongly this year, the 
managers say. 

» Gartmore Australia Trust: This 
fund invests primarily in what the 
managers say are special situation and 
revival stocks, They are looking for 
companies which are not index stocks, 


aS ee. seer some es a 


in a few months (or else consider the 
situation afresh then). 

But for those intent on buying now, 
they have recommendations that are 
more diverse. Salomon Brothers 
suggests buying US  dollar-based 
floating-rate notes. This way the capi- 
tal value will not be hit by the pre- 
dicted rise in interest rates. Mean- 
while, the investor could gain from the 
firm US dollar resulting from the 
higher interest rates. 

Stockbroking firm Hoare Govett has 
a more unusual idea. It suggests South 
African or Australian bonds. The 
yields in both these countries are above 
the world average. The long-term yield 
in South Africa is about 16.5% and 
that of Australia about 13.5%. Hoare 
Govett believes that the drought af- 
fecting South Africa cannot get much 
worse and that gold cannot go much 
lower. 

The argument for Australia also 
rests, to some extent, on a belief that 
prices of its commodities are likely to 
rise. But more than that, Hoare Govett 
believes that the high interest rate 
alone offers attractions to the investor. 
Not only is the income itself going to be 
money in the investor's hands, but the 
high relative yield provides potential 
for a fall in rates which could mean a 
capital gain. It also provides a cushion 
against a rise in world interest rates 
generally. 

ith these smaller markets, invest- 
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vestors who prefer a “more volatile, 
commodity-based” vehicle. 


GT Management 
» GT Global Technology Fund: In- 
vested 75% in US high-technology 
stocks and 10% in cash, this fund has 
been chosen by the managers for a sec- 
ond year. The managers say that the 
‘improving economic background for 
technology issues, mostly in the US, is 
the main reason for their choice. 
“Technology stocks in the US have 
been in a bear market for the past two 
years . . . they are now at attractive 
prices.” 
» GT South China Fund: With 100% 
invested in Hongkong, this US dollar- 
denominated fund is expected to yield 
returns on rapid rates of real economic 
growth against a relatively stable poli- 
tical environment in the territory, the 
managers say. The fund's investments 
are diversified through several sectors, 
with local industrial firms perhaps 
being the only major weighting. 


Jardine Fleming 

» JF Currency and Bond Fund: Now 
fully in US dollars, with heavy em- 
phasis on long-term US Treasury 
bonds, this fund could move into yen or 
guilders later in the year. However, the 
managers say they expect to see this 
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g and Southeast Asia 
Trust: The managers - they are very 
positive about the Hongkong market in 


1985, which is why they have put more 





than 80% of this fund into the local 
stockmarket. Expectations of falling 
US interest rates will reduce interest 
rates in Hongkong, as well as the fi- 
nance costs for local property firms — 
which drive the stockmarket. | 


Wardley ian 
» Wardley-Nikko Asia Fund: This. 
US-dollar denominated fund — about 
60% invested in Hongkong, with some 
money in Singapore and thoughts 
about the Philippines — has been rec- 
ommended by the managers. They say — 
their choice has been based on the be- 
lief that Hongkong will prosper in 
1985, with Singapore also gaining — 
albeit after what they expect to be a 
difficult first half. m 
» Wardley Private Capital Trust: Th S 
is recommended by the managers for a 
second year: the managers say ais 
fund is not confined either to bonds or - 
equities. They say this flexibility will — 
ive them an advantage during the 
irst half, when most equity mar- 

kets are expected to be sluggish. 
— LIZ CARVER © 
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Note: Henderson Baring declined to make — 
any nominations. 


This announcement appears as a matter of record only 


SIAM CITY CEMENT CO., LTD. 
Plant Expansion Project 


US$25,250,000 


Guarantee Facility 
(to support Danish Export Credits) 


Lead Manager 
Wardley Limited 


Managers 
Credit Lyonnais (Singapore) Scandinavian Far East Limited 


Participants 


BNP International Financial 
(Hong Kong) Limited 
Credit Lyonnais (Singapore) 
Scandinavian Far East Limited 


Services The British Bank of The Middle East 


National Australia Finance (Asia) Limited 
Wardley International Bank Limited 


issuing Bank 
The British Bank of The Middle East 


Agent 
Wardley Limited 








— vance what will be the co 
— spread costs in buying and selling. 
* Such markets are not as liquid and eas-, 
ily traded as the bigger bond markets 
` in US dollars, yen, Deutschemarks, 
- guilders and sterling. 
Having given the non-fundamentials 
- a good hearing, there is still a case for 
‘considering those old-fashioned basics 
— current accounts, inflation and 
"budget deficits. Is the house in fact 
"burning down? Here are a few quotes 
fr Salomon's research booklet on 
— prospects for 1985: 
—» The US curfent-account deficit is 
M likely to widen to US$130 billion in 
_ 1985, more than triple its 1983 size. 
—» USexports as a percentage of world 

















For the investor 
who would like a 
| gamble, a good 
choice for 1985 
H could be Chinese 
| bonds issued by 
former imperial and 
nationalist govern- 
ments and which 
have been  dis- 
avowed by Peking 
- since the 1949 revolution. 
—— For many years, the only use of the 
- bonds has been to decorate corridors in 
banks and the homes of stockbrokers 
— but now they have another attraction. 
It is thought possible the Chinese 
- might agree to redeem the bonds in 
— order to gain access to the major mar- 
kets of the world to issue new bonds. 
— Until they settle the matter, they can- 
- not raise bond finance in Britain, Swit- 
- zerland or the United States. 
— Jing Shuping, vice-chairman 


of 


China Interna- 
^ tional Economic 
— Consultants, re- 


marked in London 
Tate in 1984 that 
legal problems 
over the bonds 
were an obstacle 

- to raising money in 
—. London. Although 
— he said that China 
had no intention 
- ef redeeming the 
— bonds, expecta- 
— tions were raised 
and their prices _ 

— shot up. The 1913 
Reorganisation 
E Loan 5%, for 
example, has now 
climbed to a cur- 
rent high of 24 p 
from its 1984 low of 


9p. 
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» A weakening in the US dollar — 
even a modest weakening — would 
have increasingly inflationary impli- 
cations, albeit with a lag. 

» The US budget deficit remains stub- 
bornly high, reflecting a structural im- 
balance. 

> Substantive corrective fiscal mea- 
sures do not seem likely in 1985 with- 
out a precipitating event of major con- 
cern to the economy or the financial 
markets. It could be a dramatic fall in 
the US dollar or a jump in interest rates, 
the collapse of several major companies 
or a combination of all these. A fall in 
the US dollar would lead to higher in- 
flation, which would lead to further 


pA al 


- A touch of the exotic 
draws renewed interest 


Some in London think it unlikely 
that the Chinese will redeem. After all, 
without using London they have been 
able to float yen bonds in Tokyo. But a 
settlement would give Peking new 
status in international finance, finer 
rates and access to more money. The 
nominal amount outstanding is £61 
million (US$73.49 million), which is 
not a lot compared to the money which 
China might like to borrow now and in 
the future. 

The canny money, according to Lon- 
don scriphology experts Herzog, Hol- 
lender, Phillips and Co., is going into 
the West German issues which have 
not risen as far as the British issues. 
They currently stand at about 19% of 
their nominal value. The bonds, in- 
cluding German ones, are traded on 
the London stock exchange. They 
can be bought through a broker in 
the ordinary way and several of 
them are quoted daily in the financial 

press. 
s. [2 It is an out- 

 — [s right gamble but 
* there are prece- 

$ dents for such re- 
|| payments, as those 
who made a lot 
of money in 
Rhodesian bonds 
(partially repaid 
by the successor 
state of Zimbabwe) 
can testify. It 
is known that 
the subject of 
the bonds and 
other outstanding 
claims was raised 
during British 
Prime Minister 
Margaret That- 
cher’s recent visit 
to Peking. 
— JAMES BARTHOLOMEW 
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oudget deficit could lead to high ay iN- 
terest rates which would mean lower 
Ord and back to a still-higher 

udget deficit. Just as, in recent times, 
we have had &'strong US dollar with 
falling interest rates, it is possible to 
have a weak US dollar with rising in- 
terest rates. That would be disastrous 
for the foreigri buyer of US dollar-de- 
nominated bonds. 

US dollar bonds in the past two 
years have easily outperformed the 
rest, taking currency movements into 
account. Capital values have been 
stable over the past year and rose be- 
fore that. Real yields, meanwhile, have 
been high and the currency has been 
strong. Perhaps the same will be true 
this year. ` 

Investors can. go with the funda- 
mental-defying US dollar bonds with 
their higher yields and hitherto 
strong currency. Maybe it will come 
out right, asit has before, but there is a 
risk of something going badly wrong. 
Or they can play much safer and go 
for yen, Deutschemark or Dutch guil- 
der bonds, which give a smaller yield 
but are thecurrencies of countries with 
current-account surpluses, inflation 
well under control and budget deficits 
declining as a proportion of gross na- 
tional product. 

The safest of these is Japan, where 
the current-account surplus is about 
US$30 billion a year equivalent. And 
the yen (a blow for fundamentals here) 
has even been able to stay with the US 
dollar's strength for most of the past 
two years. In choosing yen bonds in- 
vestors may be giving up some yield. 

Japanese bond yields are at their 
lowest for six or seven years. But 
analysts say 1985 prospects are good 
for foreign investors, particularly if 
United States interest rates decline. 
Japan may decide to follow suit: 
though its nominal interest rates look 
low, the country's inflation rate is, at 
2%, much lower still. If, on the other 
hand, Japanese interest rates remain 
relatively firm, prospects will improve 
for the yen to stage its long-awaited re- 
covery against the US dollar. 

Bonds available to foreign investors 
are government bonds, Euroyen bonds 
and samurais (yen-denominated foreign 
bonds) Government bonds offer the 
best liquidity to foreign institutional 
investors. "The difference in yield be- 
tween government bonds and samurai 
bonds may be only one percentage 
point, but government bonds can com- 
mand more buying interest when the 
market is going up," said Takashi 
Miyasaka, a director of Jardine Flem- 
ing in Tokyo. >» | 

According to Takashi, the best buys 
for 1985 are government bond issue 
No. 59 which has a coupon rate of 7.3% 
and a 6.5% trading/running yield (as of 
20 December 1984); No. 53, with a 
coupon rate of 7.5% and yield of 
6.55%, and No. 10, which carries a 
coupon rate of 6.1% and yield of 








































Gen iistc I 
exchanges. It has a coupon rate of 
and yield of 6.51 7o. ‘The Pond mat- 
sin March 1994. | 
Major samurat-bond is issuers include 
the World Bank and the Asian Deve- 
. lopment Bank. Foreign bond issuers 

are likely in future.to favour the 








Euroyen bond market; which is grow- | 


ing with Japan's. capital m larket dere- 
araneon: Tari 


Australian bonds have ae as | 


an attractive investment for both 
domestic and foreign.funds. Govern- 
-ment securities, principally those of 






. ment, are the staple of the market with 

the weight of issues. in the maturity 
range of seven to 12 years. and 10-year 
bonds the most in demánd.. .- 

oco Japanese institutions: account. for 





chases of Australian bonds, but Euro- 


| pean and US investors havea growing | 


if still small presence in the market. 


The Japanese Securities Industry As- . | 
sociation put Japanese purchases at | 


' A$908 million (US$756.66 million) for 
| the first eight months of 1984. 


Rates moved over a narrower range 


dm 1984. compared with the previous || 


two years, with the high point 14.38% 
in March for 10-year commonwealth 
bonds and the lowest 12.55% in Au- 
gust. The strong performance of the 
economy was a major influence for 


most of the year, but evidence of slack- ||. 


ening growth, doubts about the gov- 
ernment's grip on the deficit, and some 
overhang of securitieshas pushes rates 
: upwards i in recent months. 


Current yields are around 13. 696 for iL 
10-year bonds, 13.1% for four-year 


bonds, 13.4% for seven-year bonds and 
for the long-term (year 2000) bonds 
about 13.75%. Dealers expect the up- 
ward trend to continue, with the rate 
for 10-year securities going over 14% 


in 1985 and possibly nuting peaks of | 


14.5%. 


Offshore investor iterat in New : 
has 


Zealand Government bonds 


he commonwealth. (federal): govern- 


eerhaps three-quarters of foreign pur- | 
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Address your inquiries 
_ Elaine Economic te 


emerged for the first time since July's. | | ! 


/ 742096: devaluation and the de control of 


interest rates. New Zealand interest | | 
rates have recently been among the 
highest of the developed economies, 


ranging up to 17.5% for the three-year 
maturities from the tenders, though 


peak secondary market vac have | 


been 17.3-17.496.. 


Ah inverse-yield curve has pre- | 
vailed. On the longest (10-year) matur- | 
ity, tender yields have gone as high as | 
16.9% and secondary market yields are 

16.8%. The volume of overseas invest- _ 


ment in government bonds of three to 


10 years’ maturity has been relatively 4. 
light. The bulk of overseas funds have . 
: flow ed into short-d ated government or: 
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— past and present 


The REVIEW has 
again asked major 
=i securities houses to 
make stock recom- 
‘i mendations for the 
new year covering a 
dozen major and 
minor markets in 
| the Asia-Pacific re- 
| gion, as well as Wall 
2 Street and London 
The 1984 choices' performance is also 
shown. 
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_ UNITED STATES 


Patrick Industries (US$6.25): De- 
creases in US interest rates or oil-pro- 
duct prices will benefit the company, a 
leading supplier to housing and recrea- 
tional vehicle industries. The shares 
are trading at a price/earnings ratio of 
six, and at a discount to working capi- 
tal less long-term debt. 


Itel (US$5.375): A cash-rich owner and 
lessor of shipping containers, Itel has 
become the target of a takeover bid. 
But its highly geared balance-sheet 
means it is at risk if world trade suffers. 


Crown Zellerbach (US$33.25): With 
cash flow of US$7.55 a share and 
break-up value in excess of 
US$60 a share, this timber- 
holding firm has caught the 
eye of corporate raider Sir 
James Goldsmith. If his bid 
succeeds, the shares are 
poised for substantial gains. 

— FIRST PACIFIC US SECURITIES 


JAPAN 

Teijin (X415) A textiles- 
maker undergoing structural 
change, which should mean 
higher margins. It is also a be- 
neficiary of declining oil 
prices and its rapid advance 
into pharmaceuticals. 


Sankyo (¥866): Selling at a 
deep discount to the rest of the 
chemical sector, the firm has 
several drugs in the last stages 
of testing which appear to be 
commercially promising. 


Kasumi Store (¥1,020): A re- 
gional store that will benefit 
from the Tsukuba Science 
Fair and the growth of re- 
search and development in the 
region. — W. I. CARR 


BRITAIN 

Bejam (137p): Domestic mar- 
ket leader in the field of spe- 
cialist frozen-food retailing, 
the firm has moved further 


THE 1984 
PORTFOLIO 


vestments - 
McConnell i Davell 
Qi cm 


Note: Fig 
poi 


into prepared meals and away from 
fresh food such as vegetables. This has 
lessened its vulnerability to supply 
swings. Profits are expected to grow 
more than 20% this year. 


Beecham (380p): The most profitable 
company in the British health and 
household sector. Beecham launched 
its new antibiotic, Augmentin, in the 
US in September 1984 and first-vear 
sales could be US$40 million. 


Ocean Transport and Trading (123p): 
It has suffered, like other deep-sea 
shippers, from the terrible conditions 
in the bulk trades — and has been hit 
by import restrictions on its main liner 
route to Nigeria. But after a major re- 
structuring in the past two years, an 
upward re-rating is seen. 

— PHILLIPS & DREW 


AUSTRALIA 

APM (A$2.12): The firm is using its 
strong cash flow from traditional pulp, 
paper and packaging divisions to di- 
versify into other growth areas. Its re- 
cent purchase of a 60% stake in Mayne 
Nickless enhances its growth poten- 
tial. Group net profit is forecast to rise 
15-20% this year. 


Anam Industrial 
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L4 Taiwan Cement 
Nan Ya Plastic 


*21.395* 
+24.4%* ) > 
—29.2% 


res shown 
ip ani New Zealand, which is di bete 
1943 to mid-December 1984) 
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National (Eviter Bank (A$3 40): 
After a 41% profit gain in the most re- 
cent year, the bank should see a 15- 
20% increase this year. It is well- 
positioned to meet the increased com- 
petition from foreign banks. 


Elders [XL (A$3.20): An aggressive 
and performance-oriented manage- 
ment are among the factors making 
this a very interesting investment situ- 
ation. Restructuring benefits are also 
emerging. — A. C. GOODE 


SINGAPORE/MALAYSIA 

Cerebos Pacific (S$2.08): It was over- 
promoted after its listing and disap- 
pointment with its 1984 figures led toa 
re-rating downwards. But earnings 
growth for this food-products firm is 
now expected to accelerate to 10-15% 
in 1984-85 and perhaps 15-20% the 
following financial year. 


Chuan Hup Marine (S$3.14): Its rising 
share of the Asean offshore-oil service 
industry will ensure continued earn- 
ings growth, despite the present lower 
oil prices. 


Palmco Holdings (S$1.24): With crude 
palm oil output rising and refining ca- 
pacity reduced by closures, the supply- 
demand equation is coming into bal- 
ance — and margins are widening. 
Palmco could see earnings recover sig- 
nificantly this year, augmented by its 
property-development profits. 

— LYALL AND EVATT 


HONGKONG 


Hutchison Whampoa 
(HK$16.10): Recommended 
for another year, Hutchison is 
well-placed to benefit from in- 
creased domestic consump- 
tion, trade expansion and new 
capital formation — especially 
in domestic property. Its bal- 
ance-sheet strength makes it 
an excellent low-risk invest- 
ment in Hongkong's growth. 


Hang Seng Bank (HK$40.75): 
As a leading bank in Hong- 
kong, it should see a revival in 
earnings as domestic consump- 
tion rises in 1985 and capital 
formation revives — helped by 
a strong deposit base and 
a diversified lending port- 
folio. 


Sun Hung Kai Properties or 
SHK (HK$7.30): A strong bal- 
ance-sheet and relatively 
cheap land bank make SHK an 
attractiveandlow-riskinvest- 
ment. SHK is well-represent- 
ed in the small and medium- 
sized flat market, a strong sec- 
toroftheproperty market. 

— W. I. CARR 


NEW ZEALAND 
Fisher and Paykel Industries 
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closer "economie 
relationship 
agreement with 
Australia should 
give New Zealand 
firms a good op- 
portunity to ex- 
pand. Fisher is 
well-placed in 
the Australian 
white-goods mar- 
ket and with the 
benefit of the 
July 1984 devalu- ` 
ation, should see 
strong profit 
growth. 


xt T a Mie ith 


Brierley Invest- 
ments (NZ$4.75): 
Moves to expand 
beyond New Zea- 
land and Australia 
should help. it ` 
maintain its out- 
standing perform- 
ance in coming 
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mid-December 1984 
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1e Figures indicate change trom January to mid-December 
except for New Zealand which is mid-December 1983 to 


National Sources: United States, Dow Jones Industrial Aver- 
age: Japan, Nikkei-Dow Jones Average; Britain, FT All Share 
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his high-tech- 
nology firm has 
recently begun 
production of 64K 
dynamic random- 
access computer 
chips. It has been 
chosen as one of 
the most promis- 
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ing issues for 
1985. 
Tong Il (Won 349): 


A car-parts manu- 
facturer, this com- 
pany has also been 
chosen as one of 
the most promis- 
ing issues for this 
year on the 
strength of good 
growth for the in- 
dustry as a whole. 


— DAEWOO 
SECURITIES* 





years. Its main || 3o. SromereMaysa OCBC inex Hongog Hang || THAILAND 

expansion vehicle C The Siam Cement 
will be its 80%- ‘ ia Mining index: chute, AE Oldinadies toda: st Co. (Baht 523): 
owned (and listed) The largest of the 
firm in Hongkong, three domestic ce- 


Industrial Equity 
Pacific, Asia-Pacific" sholding company. 


National Bloodstock Corp. (NZ$0.86): 
New Zealand's thoroughbred industry 
is recognised worldwide, while the 
standardbred horse industry. has ex- 
cellent potential. National's care- 
fully thought out standardbred opera- 
tions are beginning to be discovered by 
investors. — RENOUF PARTNERS 
TAIWAN 

Taiwan Cement (NT$29.90): With a 
strong management and a reasonable 
price/earnings ratio it is considered 
very strong. However, a cement over- 
supply is likely to keep prices down 
and its stock mostly stable. 


Tong Yuan Electronic (NT$32.20): The 
market potential is strong, with thena- 
tion's electronics sector expanding 
rapidly. There are also expectations of 
dividend growth. 


Wei Chuan Food (NT$23.80): It is a 
food company with primarily domestic 
sales. With the industry stable and 
growth potential good, the com- 
pany'should show an equally stable 
ep mei 

— WELL PHONE SECURITIES* 


SOUTH KOREA 

Hyundai Motor Service (Won 900): 
This is South Korea's largest provider 
of cars and parts, as well as repair ser- 
vice. It is being recommended on 
good 1985 pesos growth pros- 


pects. 








REVIEW DUGRAMbYFrekTen ment-makers, the 
firm is recommended for strong di- 
vidend-yield prospects. It was also 
chosen in 1984. 


Thai Farmers Bank (Baht 232): It is 
ranked as the second-highest dividend 
earner among the 11 listed banks, and 
is chosen as a solid blue chip with 
guaranteed dividends. 


Bangkok Agro-Industrial Products 
Co.: This firm, the former Charoen 
Pokphand Feedmills Co., is expected 
to be listed early this year. It has an ex- 
tensive operation in Southeast Asia. 

— THAI SECURITIES 


PHILIPPINES 

Philex Mining (P0.09): Still the only 
mining company earning a great deal 
of money. It has no debt and thus no US 
dollar exposure. The peso devaluations 
have boosted revenues, while costs 
have not risen in proportion. 


San Miguel Corp. (P10): One of the 
strongest corporations in the Philip- 
pines, with one of the most underval- 
ued stocks. It has a very diversified 
product line and its strong manage- 
ment will help it do well in 1985. 


Ayala Corp. (P2.04): Perhaps the 
safest Philippine listed corporation, it 
is the largest owner of land and prop- 
erty in Manila's financial district of 
Makati. It was the only stock which 
went against the market in 1984 — and 
rose. — I. ACKERMAN & CO. 


* Selections by this firm, with some com- 


Semiconductor and Tele- | pany data from other sources. 
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wider canvas 


a Ruth Corb in London 

=== There is little 
that the fortunes 
| the art market — 


particular over the 
past year — havi 
become in ~ 
bly linked to t 
of the wider er ! 
nal economic, fi 
| | nancial and ET 
cal V i 
maret has grown signifi 
nowadays attracts telatively d- 
flows of funds. 

This can be illustrated by figures re- - 
lating to the combined net sales of the © 
art auction houses Sotheby's and 
Christie's alone, which in the year 
ended August 1984 (the traditional Jj 
market season) exceeded £750 million - 
(US$903.61 million). For the first four - 
months of the current season ( 
tember-December 1984 inclusive) the 
combined total exceeded £350 millions ' 
The total value of the sales of art and - 
antiques is substantially greater, given. 


that though these two companies are — 


the largest of the international art auc- 
tion houses, they only account for 
around 20% by value of all the transac- 
tions that regularly take place in the 
world art market. 

Examining the performance of the — 
art market over the past year in rela- ~ 
tion to other types of activity resultsin — 
something of a contradiction. The cur- ; 
rent strength of the art market has 
come about against a background. 
largely of historically buoyant - 
stockmarkets, low interest rates and - 
low inflation (providing small but - 
positive real rates of return om 
conventional investments), healthy - 
economies, an unprecedentedly strong - 
US dollar and a tendency towards - 
surplus oil production. 

The previous boom in the art market, 
which took place in the late 1970s, was 
largely a response to  faltering 
economies, falling stockmarkets, soar- ` 
ing inflation and interest rates, less - 
volatile exchange rates than in the ` 
more recent few years and an oil crisis 
in much of the Western world. 

In the 1970s, the art market was used 
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as a hedge against inflation, in the face = 


of the apparent failure of conventional 
investments to come up with suitable 
financial rewards. However, according 
to the latest annual survey of tangible : 
assets, published by US investment - 
bankers Salomon Brothers, rising in- 
terest rates have relatively little effect — 
on the art market. Rising real rates di- 
minish the attractiveness of works of 
art compared to conventional invest- 


Ecos EIE. 
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fet. but they do not increase se cary 


ing costs since purchases are rarel 
nanced by borrowing. 

During the earlier expansion, almost 
every sector of the art market, and all 
qualities of material from the most 
modest to the very finest, performed 


- extremely well and could not be held 
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— the top. These timings were 
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— im gold’s trend was clearly 
ed 


_ disciplined investor some 


- losses on the way down. For 


back. The position has been quite dif- 
ferent during the current boom. 

Since the end of the 1970s, there has 
been a marked contrast between the 
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perfc € highly p 
top-end-of-the-market material and 
more modest quality works, which 
comprise the bulk of the art market. 
At the top end are items such as the 
Gospels of Henry the Lion at Sotheby's 
which sold in London in December 
1983 for more than £8 million; the 
Chatsworth collection of Old Master 
drawings sold in 1984 by Christie's for 
more than £21 million; a seascape 
painting by Turner selling at Sotheby's 





- Gold bugs proceed with 





7 It is possible to 
| make a firm recom- 
| mendation on what 
| to do about gold 
‘|| even though it isim- 
possible to make a 
| reliable forecast of 
the price. This 
paradox is explain- 
| ed thus: gold, more 
than most other in- 


Bbtments, makes a very clear chart 
Em The charts give definite sig- 
nals on when to buy and when to sell. 


They told you to buy at the end of 
1976, sell at the end of 1980, buy in 
 mid-1982 and sell in mid-1983. True, 


_ these buying and selling points were 


not at the best prices — but it is only 
-freak luck that enables anyone to con- 
— sistently buy at the bottom and sell at 


at moments when a change 


rs Listening to those signals 
would have made the well- 


healthy profits on the way 
up and avoided some nasty 


the time being, the trend is 
clearly down. This trend is 
so unmistakable and con- 
sistent that it would be most unwise to 


buy now (though that does not mean 


that a change in trend will not occur in 
1985). 

The turning point seems unlikely to 
occur within the next two or three 
months. During this time there may 
well be pressure for higher United 
States interest rates. Higher rates will 
diminish the attractions of (yieldless) 
gold and increase the attractions of the 
US dollar. 

Beyond the next few months, there 
are a number of factors which could 
change the current trend. A big fall in 
the US dollar could give gold a boost. A 
fall in United States interest rates 
would help somewhat. A revival in 
world inflation would be the most im- 
portant stimulus of all. 

Any of these could have quite a 


as wm 
Source Shaarton Lehman Amencar Expresa 


caution and heed the signals 


marked effect, given that currently the 
supply of gold on the market is taken 
predominantly by users of the metal 
(industry and jewellery). 

But there is no certainty that 1985 
will be the year when investment de- 
mand revives. If people such as US 
Federal Reserve chairman Paul Vol- 
cker continue to be in charge at central 
banks and finance ministries (and if 
they keep world inflation under con- 
trol), then end-users are going to be the 
only people who buy gold. 

Luckily, there is no need to forecast 
whether Volcker and his like will con- 
tinue to hold sway or whether the US 
dollar will collapse. There is no need 
for a forecast at all. Only a recommen- 
dation: keep out of gold until the 
downward trend is reversed. 

— JAMES BARTHOLOMEW 
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of major Impressionist paintings, 
which sell for US$1 million and more. 

Much further down the scale in the 
middle range, the performance trend 
over the past year as measured by the 
Sotheby Index*, has been far less spec- 
tacular. Buying here has continued to 
be highly selective, a feature of this 
area of the market ever since the latest 
market recovery got under way. 

A comparison of the performance of 
the art market against that of some 
other major financial indicators, over 
the 12 months to the end of August 
1984, shows the following: 





Art 

Aggre ate Art Market +9.8 
(Sotheby Index) +8.3 

Chinese Ceramics +6.4 

Impressionist and Modern Art 

Stockmarkets 

Britain (Financial Times +20.6 
30 Index) 

United States (Dow Jones +0.7 
Industrial) —4.0 

Hongkong (Han Seng Index) 

Japan (Nikkei--Dow Jones +15.2 
Average) 

Commodities —16,1 

Gold Bullion —37.0 

Silver Bullion 0.0 

Oil (to June) 


From September-November inclu- 
sive, the aggregate Sotheby Index rose 
by another 4.6%, the British and Ja- 
panese stockmarkets each rose slightly 
more than 7% and the Hongkong mar- 
ket was up 21.7%. The US stockmarket 
was the only one which declined. 

These figures clearly demonstrate 
the degree of diversity between the 
performance of the art market and 
other leading indicators. During the 
period under review, the art market 
has outperformed the US, but has lag- 
ged behind those of Britain and Japan. 

Not all sectors of the art market have 
fared equally well from the recent ex- 
pansion. Those areas which appealed 
to American buyers largely showed 
significantly more strength than those 
with purely domestic appeal, since the 
increased purchasing power of the US 
dollar has been a major factor. Among 
the major fields of the market, those 
which benefited most are Old Master 
paintings and English furniture. 

The Chinese ceramics market is of 
particular interest. Although there had 
been initial fears that the political and 
subsequent economic uncertainty in 
Hongkong in 1984 could cause the re- 
covery to be severely restricted, these 
fears proved unfounded as a result of 
strong support on the part of buyers 
from Taiwan, Singapore and Thailand, 
attracted to some extent by the weak- 
ness of the Hongkong dollar. oO 


Ruth Corb is a research consultant at Sotheby's in 


London. 

*The Sotheby Index monitors art market prices 
based on auctions held around the world by all the 
major companies and is published weekly in Bar- 
ron's in the United States and in the South China 
Morning Post in Hongkong. 
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OUR WORLD IS YOURS 


Singapore's Merlion 


ASIAN BANKING CENTER 


YOUR ANSWER TO WORLDWIDE DEPOSITS 


Welcome to the world of Citibank. 
A world which includes over 80 
years of Asian experience and ex- 
tends to 94 countries. With assets of 
over US$140 billion, Citibank is the 
world’s leading bank. 

The Asian Banking Center, an 
important part of our world, was 
created to help you diversify your 
assets and look after your particular 
financial needs. 

Our Asian Banking Center network 
is located in Singapore, Hong Kong 


4 ^ 
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and San Francisco where there is no 
tax withholding on your deposits, 


As a depositor you will be assigned 
a Personal Financial Officer who 
will handle your account efficiently 
and in the strictest confidence. 


If vou would like to know more 
about the wide range of financial 
services we offer, please fill in the 
attached coupon or call us on any 
of the private Asian Banking 
Center lines listed below. 


SINGAPORE  HONGKONG *SAN FRANCISCO 


In Singapore: One Shenton Wan 
In Hong Kong: ! 


In San Francisco: Asian Banking Center, Citibank International. ( iicorp Center 


Singapore 0106, Tel: 224-8787 Telex: RS? 
€ Gardens, 37 Hxysan Avenue. Causeway Bas. Hi ng Kong Tel: 5-761 990 or call our Hor I 
?)4 F. One Sansome Street. San Fram 


462 CTT ABC: 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


w 268 Orchard Road. Yen San Buil 


Please send me more informatiotr 


B Asian Banking ‘ nter ingap 


O Asian Banking Center Hong Kon; 


O Asian Banking Center San Fran 


Addi CSS 


gapore 0921 Tek 732-2288 x: R537446 €] 
' T nk | 


^ Tel: (415) 627-4494, 1 





A huge workshop needs bright, 
spreading light. Precision work needs 
tight, intense light. Operators want 
comfortable light. Management want 
cost-efficient light. Philips have the 
wide-ranging expertise that meets 
these lighting demands in full. 

To provide the very high level of 
illumination required for a watch- 
maker's intricate work, Philips develop- 
eda halogen precision light which, with 
the help of an optical system, places a 
tight beam of light exactly where it is 
needed for optimum vision. 

Philips new High Frequency Elec- 
tronic Light marks a major advance in 
the technology of fluorescent lighting. ] 
A Philips HF Electronic Light system J 
installed for the Ford Motor Company 


Bright or tight, the light is right 


is showing a saving on power-costs of 
more than 20% by giving the same light 
for less watts — while providing flicker- 
free ignition, controllable light and 
stable power consumption within a 
broad range of temperatures. Because 
of its remarkable cost-efficiency, this in- 
stallation will pay for itself in a very 
short time. 

Whatever you need for light — in- 
dustrial, commercial, indoor or out 
door - you can be sure of getting it 
right with Philips. Right for comfort. 
And right for cost-efficiency. 
























For more information about Philips 
lighting, write to us on your business note 
paper, indicating areas of interest. 

Philips International B.V., Marketing Services 
Lighting Division (EC2/FR 1), 
5600 MD Eindhoven, The Netherlands. 


Sure sign of expertisein lighting 
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"THERE was a festive P 
“| in Peking's Jianguo Hotel when 
^| Shroff stayed there during a brief 
visit shortly before Christmas. Fur- 
hatted foreign bankers took refuge in 
the hotel’s spacious lobby (or in the 
bar) from the arctic cold and snow 
showers outside. 

They were very much at boue 
Many live and work in the hotel — 
where a profusion of brass name- 
plates of leading foreign banks 
adorns the ground-floor corridors — 
Jianguo’s "Wall Street" as it is 


_| of community among bankers trans- 

-d lates normally into a feeling of being 

prisoners of the hotel, and of the 

| Chinese authorities. 

.. It is certainly a bizarre situation 
that of.the more than 50 foreign 
banks from a scoreof countries which 
have representative offices in Peking, 
only a handful exist outside the Jian- 

guo, Minzu, Xinggiao and Beijing 


hotels. "There are no purpose-built. 


office blocks for foreigners in Pe- 


king,” according to a confidential re- 


port by the Economic Counsellors of 
the European Economic Community 
on living conditions for businessmen 
in the Chinese capital. 

A copy happened to fall into 
Shroff’s hands. The report is a litany 
of woes and Shroff understands that 
a working group has been set up by 
economic and commercial counsel- 
lors from the developed countries of 
the OECD to examine the situation. 


Words such as “inadequate,” “ar-. 


duous” and even “exorbitant” are 
used to describe living/working con- 
ditions and costs in Peking for for- 
eigners, with the situation said-to im- 


prove somewhat with proximity to 


Hongkong — in Canton, for instance, 
or even in Shanghai. Some of the 
bankers in Peking bluntly told Shroff 


it is a classic case. of the Chinese ap- 


plying "squeeze." The facts seem to 
bear them out. 

Office accommodation is "scarce, 
expensive, usually cramped and 
often unsuitable,” says the EEC re- 
port. Peking’s first purpose-built of- 
fice block, being developed by the 
China International Trust and In- 
vestment Corp., is supposed to help 

. solve the problem but it will accom- 
modate only 120 firms and the cost of 
office space there at US$1.25 a m? a 
day is roughly twice therate in Hong- 
nOn s Central business district. 


d pu der in the block cost US$1. 


a day. As the EEC report Says, 
thisi is “exorbitant by any standards." 
Tenants are required to pay a year's 


known. But this pre-Christmas'sense © 


prise Staff orp. : steak 


t 


rent in advance plus six months de- 
posit. And the units are said to resem- 
ble “dolls’ houses” in size. 

To make matters worse — much 
worse — office accommodation in 
hotels has been s ibject | to vicious and 
arbitrary i increases. Costs in the Bei- 
jing Hotel, for instance , were upped 
ass than 115% ^o, at the 
Xinggiao Hotel by 50%, and so on, 
with no apparent logic behind who is 
charged what. The average rental for 
"office" space in Peking is now Rmb 

75-80 (US$27-29) a m? a month or a 
mean of around US$29 a month. This 
probably makes Peking one of the 
most, if not the most expensive city in 
the world to do business. Rates 
charged are daily ones subject to in- 
















. crease without notice. - 


. Those who cannot stand the | 
thought (or cost) of office accommo- 
dation in one of Peking's hotels have 
apparently taken refuge in such un- 
likely places as the "Hepingmen 
Duck Restaurant, the Minorities 
Cultural Palace or the Erliguo 
Negotiation Building." But even 
those who escaped the clutches of the 
hotels were faced with sudden rent 
rises, often in breach of contract. 
Those who refused to pay were 
threatened with eviction. 

These plaints of the EEC were 
borne out by Shroff's own findings 
among foreign bankers who were told 
that if they were not happy to stay, 
China could always find another 
foreign bank willing to pay the ask- 
ing price (not to mention hosting fre- 
quent banquets such as the obligat- 
ory one at the Great Hall of the Peo- 
ple, at which presents are a must). 

Living accommodation is an equal 
luxury. Only about 10 foreign busi- 
nessmen in Peking are accommo- 
dated outside hotels, it appears. The 








overwhelming majority who live in 


hotels are charged the full daily rate 
with no reduction for long-term ten- 
ancy. For a. single room, this varies 
from Rmb 55 a day at an “old- 
fashioned" hotel such as the 
Friendship to Rmb 175 a day at the 
Jianguo. At the Great Wall Hotel, the 
cost is Rmb 220 a day. Complaints 
run up against a Kafkaesque brick 
wall. Hotels say prices are fixed by 
the "central administration," which 
in turn refers complainants back to 
the hotel. 

€ ANOTHER of the Peking expat- 





riate gripes is over Chinese staff allo- 


cated to them by the a) ne Enter- 








the EEC report. “They have 
| surely work level," it notes 1 
chenmngly. But since Fesco t 
= about 86% of its nominees". sal 










there is presu 
for them. to wo 





























































E ments i in adva ce covering: | 
the first leg of a jo | 
return, according to the E 
sellors. Hotel accommoda 

ficult too. | 
And as anyone who has 
| king (including Shroff) kne 

too well, taxis operate at the« 
ence of drivers and their stat 

ployers rather than passen gers. 4 

so the litany goes on: “exorbite 

charges for telex and for other off 

equipment. Telephones charges a 

cheaper but (wait for it) there is ; 

one-year delay in getting a line. — 

Of course, one might admir 

Chinese sense of brinkmanshir 

pushing foreign business to the 

| in 1 such areas. But it seems fooli 
| kenu e “attempts to liberal | 

other areas, to squeeze foreign b 

| ness for every cent it can gain t 

and risk sacrificing long-term s 

will. If reciprocity in services is t 

the order of the day, China’s bar 

and traders in New York, Londo d 

even Hongkong had better watch 

® STILL, it's an ill wind that b 

no one any good, as they say, ar 

doubt the Hongkong and Shar 

Banking Corp. which had a 

hand in financing the Jianguo H 

— and has its Peking office there. 

not crying over the obvious popul 

ity of the Jianguo. The hotel has b 

able to pay off some of its indebtee 

ness ahead of schedule. | 
® THE Banana Sellers of Peki 
sounds rather like a traditio 

Chinese opera but has to do wi 

something much more mercen: 

Residents report that such vendi 

nowadays have more than fruit - 

sell. They offer renminbi at very: 
tractive rates in exchange for Fore 

Exchange Certificates. The fact 

they appear to be officially con: 

suggests that Peking might be 

ing the currency. q 

on the black marke 

central bank officia 
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ear-end ita trim Malay- 
's oil production by almost 9% 
985 has rekindled speculation that 


ressed rens But the move has 
er , less iv aee discussed uM 





ter Daim Zainuddin's 
nnouncement said that 
-solidar ity with Opec” 
duction will drop by | 
s per day (bpd) in 1985 | 
ected 450,000 bpd set in 
et (REV IEW, 8 Nov. '84). 
ment hopes this gesture 
ported. by other oil-produc- 
ies and that crude oil prices 
stabilised," the message added 
„Malaysia has sometimes cut 
but. rarely . has it slashed 

| conservative panimates 











ari Goldstein in Taipei 


1 is Nearing a decision to begin 
‘tion of a fourth nuclear 
station, amid continuing de- 
ver the island’s energy future. 
the interested onlookers as 
Power Co. (Taipower) awaits 
ipproval to build its seventh 
juclear reactors, are repre- 
-of the major American and 
an- nuclear-equipment  sup- 
rs, who hope to nos bd for lucra- 






























Also watching are, 'environment- 
alists, who worry that Taiwan's am- 
bitious nuclear-energy programme 
may. outstrip the. nuclear managers 
| n M Sui to handle it 


; yy. 





partons’. are now in 
mmercial operation. at. three sta- 
ons. Two at Chinshan, on the island’s 
orthern tip, went on stream in 1978 
nd 1979; two more at nearby 
Kousheng began in late 1981 and early 
983, and the fifth, located at Maan- 
han on the southern tip of the island, 
ot under way in July 1984. A sixth 
eactor, also at the Maanshan station 
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rels and 40 trillion ft3 respectively — 
enough to last another 25 years at pre- 
sent rates of extraction with no new 
discoveries. 

For the past five years, extraction 
rates had been inching, and sometimes 
galloping, upwards. In 1983, the vol- 
ume of crude-oil exports jumped 19% 
(to 14.2 million tonnes or 296,169 bpd). 


| This followed an 18% increase in 1982. 


Yet export receipts from oil rose only 
marginally last year, by 2.3% to M$7.8 
! billion (US$3.24 billion). However, the 
unit value of exports fell 14%, and for 
| the year as a whole the weighted aver- 


age price of all. blends of Malaysian | least M$1 billic 


crude plummet- 
ed by 15% (to 
US$30.81 a barrel) 
following a 6.8% 
fall (to US$36.31) 
in the preceding 


year. The slip 
has become a 
steep fall, but 


the response (un- 


er nuclear power plant is plannea while debate 
ues on balancing any needs and safety 


is undergoing tests and should begin 
commercial operation by May 1985. 
Taipower’s plans for its fourth nu- 
clear station call for two 1-gW-class 
light-water reactors at Yenliao, a tiny 
fishing village on the-northeast coast 
40 km east of Taipei. These reactors, 
Taiwan’s seventh and eighth, are to be 


completed in 1993 and 1994, respec- 
tively. It has not yet been decided whe- - 


ther boiling-water reactors (BWRs) or 
pressurised-water reactors (PWRs) 
will be selected. Taipower says the 
total cost will be US$4.7 billion, in- 
cluding the initial cores, or US$2, 100 a 
kW. 

The choice of reactor technology is 
closely related to which company gets 
the contract. General Electric Co. of 
the United States, which supplied the 
reactors for Taipower's first four units, 
uses BWR: Westinghouse Electric 
Corp., also of the US (the fifth and 
sixth); Framatome, the French nuclear 
company, and Combustion Engineer- 
ing of the US use PWR technology. . 

Before the government decided in 
1982 to delay. construction. of. the 
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pumpi ng and increas- 
gns of displeasure from 
and Opec members 
elsewhere, some easing of Kuala Lum- 
pur's oil- depletion rates — up 63% al- 
together since 1980 — had become in- 
evitable. Industry. sources told the 
REVIEW that by the end of last year the 
question had become more a matter of 
timing — how to get the best diploma- 
tic and commercial mileage from the 
announcement. Malaysia already has 
accepted observer status at Opec meet- 
ings, and some observers here believe 
the decision to cut back means possible 
formal entry this year. 

Yet the decision to cut production 
was a hard one, with repercussions 
beyond the ‘warm-hearted. gesture it 
purports to be. Malaysia now mustad- 
just to sizable losses in revenue (one re- 
port suggests the Treasury will lone. at 
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fourth HOM UN Taipower had 
signed preliminar; agreements with 
Combustion for the reactors and NEI- 
Parsons, a British firm, for the-turbine 
generators. Neither agr 'eement i is legal- 
ly binding, however, and there is a 
strong possibility that the bids will be 
thrown open again, perhaps this 
month, when Premier Yu Kuo-hwa 
and the Ministry of Economic Affairs 










(MEA) make their decision. 


Political factors.will play a big role. 
Taiwan is under strong pressure from 
the US, its chief. political benefactor 
and largest trading. partner, to award 
big-ticket contracts of this sort to 
American companies to help reduce 
the US$10 billion:surplus Taiwan en- 
joys in trade with the US. 











ith. about, d Yo. oi its energy re- 

'W quirements upplied by the five 
units. already operating, Taiwan ranks 
third in the world: in.terms of the pro- 
portion of actual.supply contributed 











by nuclear power (behind France and 





Belgium). The fast pace of nuclear 
development, combined with a serious 
recession and stagnant demand for 
electricity in 1981+82({after 30 years of 
13.3% average annyal growth in de- 
mand) caused. the government t to reas- 









|. sess its nuclear plans. 





sources say an addi- 
decision to pcd 


Some industr 
ional reason fo 
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every export dollar. 

The Treasury now derives nearly 
25% of all revenue from oil-related 
corporate taxes, export levies and 
royalties — the proportion stood at just 
7.4% five years ago. Dividends from 
Malaysia's state-owned oil corpora- 
tion Petronas routinely yield the 
largest non-tax revenues to the gov- 
ernment. Warning signs about revenue 
dependence on oil (and, since 1983, on 
liquefied natural gas [LNG] exports 
after the Bintulu project came on 
stream) have been apparent for some 
time. A confidential World Bank re- 
port more than a year ago worried 
about  Malaysia's dependence on 
petroleum revenue when other ele- 
ments in its tax base show “a lower ca- 
pacity . . . to generate revenue, stem- 
ming from the present structure of the 
tax system.” 


etronas adviser Tun Hussein Onn 
also has stressed this point. Recently 
discussing the management of Malay- 
sia’s oil reserves, the former prime 
minister said: “Although there is a 
need to derive maximum revenue from 
oil and gas resources, it is also impor- 
tant to ensure that the economy is suf- 
ficiently diversified so that it does not 
depend unduly on any one source of 
revenue. " 
Detailed 1985 revenue forecasts ac- 
companying the 21 October budget (in 


i | 


sonality conflict between then econo- 
mic minister Chao Yao-tung and 
Taipower chairman L. K. Chen. Chen 


trys payments position needs | 


is said to have been a possible choice | 
| escalation. Costs on the first and sec- 


for the minister's chair that in 1981 
went to Chao, former chairman of 
China Steel Corp. (another big govern- 


ment-owned corporation). Since June | 


1984, Chao has been chairman of the 
powerful Council for Economic Plan- 
ning and Development (CEPD). 
Overcapacity (first apparent in the 
1981-82 recession) is a continuing 
problem. Peak demand in 1984 was 
about 8.5 gW, compared to generating 
capacity of slightly less than 13 gW (in- 
cluding the No. 5 reactor) Still, 
Taipower is predicting that demand 
for energy will grow an average 6.3% a 
year through the end of the century. If 
so, substantial new generating capa- 
city will be necessary. To meet this 
need, the company plans to have 14 
reactors operating by the year 2001. 
Chen said nuclear energy would be the 
backbone of Taiwan's power supply. 
Yet just how stiff the nuclear 
backbone should bé remains unde- 
cided. Taipower wants a mix of 55% 
nuclear, 30% coal-fired, 10% hydro- 
power and 5% oil-fired by the year 
2000. The MEA and the CEPD, how- 
ever, appear to have some doubts. A 
CEPD official said the comparative 
costs — numbers which Taipower is 
using — NT$2.2 (6 US cents) a kWh for 
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which Daim forecast a "marginal" 
oil production increase this year of 
10,000 bpd over the close-of-vear fig- 
ures for 1984) show fully 32% of all in- 
come tax (the largest single revenue 
component) coming from oil-related 
sources. Prior to the cutback, planners 
expected revenue from this source to 
increase by only 4.7% — an assump- 
tion based on an optimistic US$29.50 a 
barrel price estimate for 1985. The pro- 
duction cuts mean revenue from this 
source may decline. 

For “non-tax revenue,” the govern- 


oil-fired, NT$1.76 a kWh for coal and 
NT$0.93 a kWh for nuclear — are 
"simply unbelievable." 

A prime bone of contention 4s cost 


ond nuclear stations were almost dou- 
ble the original forecast, while the 
third station will probably go 50% 
over budget. If this also happens at 
Yenliao, nuclear power will begin to 
look less cost-attractive. 


nother problem with nuclear power 

which affects its place in an op- 
timum power mix is that output cannot 
be easily adjusted to daily and seasonal 
changes in consumption. Although the 
French have developed a technology to 
permit partial “load following,” 
Taiwan does not use it, as some ques- 
tions remain about its safety. Instead, 
excess power must be stored by pump- 
ing water into reservoirs, which can 
then be used later to produce hydro- 
power. But some 20% of output is lost 
in the process. 

There is a consensus among 
Taiwan's economic planners and even 
environmentalists that nuclear power 
has an important role to play in 
Taiwan's development. The dangers of 
over-reliance on imported fossil fuels, 
especially oil, are readily apparent for 
a diplomatically isolated nation such 
as Taiwan. Although uranium is also 
imported, the actual amounts are so 





————— 


ment had already e returns to 
drop by 28.8% in 1985 (reflecting a 
drop in Petronas' profitability). In a 
sub-category of this division, labelled 
"interest" (overwhelmingly comprised 
of Petronas dividend income), the goy- 
ernment had before the cutback deci- 
sion expected just M$979 million in 
1985 — against 1984's M$1.82 billion. 

These figures have troublesome im- 
plications for the earnings forecast in 
the government's mid-term review of 
Malaysia's current five-year develops 
ment plan, which is to end in 1985 
(REVIEW, 12 Apr. '84). Already, the 
review's assumption of M$8.7 billion 
from oil and M$1.8 billion from LNG 
this year look way off track. 

It is not just cuts to oil-related rev- 
enues that disturb Treasury planners: 
some of the reasons behind the expect- 
ed revenue decline also cause concern, 
One official put it this way: "The gov- 
ernment has asked Petronas to come to 
the rescue a little too often lately." 

He was referring not only to the gov- 
ernment's decision to use the oil corpo- 
ration to bail out Bank Bumiputra 
(suffering from exposure to the now- 
bankrupt Carrian Group in Hongkong) 
in September (REVIEW, 27 Sept. 84), 
but also to pressure on the state oil 
monopoly to buy (for a price reportedly 
in excess of M$500 million) the new 
Dayabumi Complex showpiece, cur- 
rently owned by the quasi-public 
Urban Development Authority. 


small that a five-year supply of the en- 
riched pellets can be stored easily. 

In the past several years, environ- 
mentalists — still something of an en- 
dangered species here — have begun 
raising questions about possible con- 
sequences of a heavy reliance on nu- 
clear energy. They have concentrated 
particularly on damage to marine 
ecologies from thermal waste water, 
radioactive waste-disposal problems 
and possible earthquake dangers 

Taiwan is small, and it has not been 
easy for Taipower to find suitable sites. 
The fourth power station's Yenliao sit- 
ing is being criticised in the press be- 
cause it is right next to the Fulung 
Beach recreation area, perhaps the 
most unspoiled beach in northern 
Taiwan, 

At Maanshan, near Kenting Na- 
tional Park, environmentalists say the 
thermal waste water has damaged the 
coral and clouded the water in adjoin- 
ing South Bay. Studies done for 
Taipower by the National Taiwan Uni- 
versity Marine Research Institute, 
however, indicate that the coral is 
below the zone affected by the hot 
water discharge. 

Nonetheless, Taipower, which has 
eventual plans to place up to four more 
reactors on the same site, says it will 
build a 12-14 km discharge tunnel to 
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carry the waste water out to the. 


Taiwan Strait. 
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t be giving Hongkong shipowners 
e perverse satisfaction. For though 


3 end continues, many of the terri- 
y's shipping magnates would argue 
it. jt Muse the FUSE DES ey 


;hich. had to file for bank- 
19 December 1984, despite 
dish Government guaran- 
early 25% of its Skr 5.5 billion 
.2 million) debt in return for 
$ vital sectors of its fleet under 
wedish flag. Meanwhile, in Hong- 
itself, Grand Marine Holdings, 
last. surviving Carrian subsidiary, 
d set to meet its liquidator 
ROFF, REVIEW, 20 Dec. '84). 
years ago, after 20 lawsuit-free 
of doing business largelv with 
yese partners in the Pacific, the 
kong shipping community relge- 
z sought out the most reliable 
1 Europe as alternatives to the 
g market nearer home. Now 
estimated 50% or more of 
ng's shipping has been char- 
.out to non-Asian interests, the 
ears are being realised. 
rm contracts negotiated 
European principals in the balmy 
.979-81 have been turning sour 
Hongkong shipping community 
frightening rate. Not only have 
involved long-standing and re- 
ed names such as Britain's Scot- 
ship Management — but even 
normally considered as good as 
gn risks, such as the state- 
ied Irish Shipping, have been going 
der as well. 
he reverberations of Salen' s bank- 
ruptcy will be felt in the international 
itime community for a long time. 
One of the biggest shipping groups in 
1e world, Salen controlled a fleet of. 
ome 140. shi s only 65 of which were 
d y or in part) by the group 
f; the rest, ine uding perhaps 20 
rom the Far East, were chartered in 
rom other owners. Brokers estimate 
hat 72 chartered ships 1 1ave been di- 
ectly affected by Salen's collapse and 
t least one newbuilding — a refriger- 
ted cargo (reefer). ship at South 
<orea’s Hyundai Heavy Industries — 
been awaiting delivery to Salen. at 
e time of the bankr uptcy. 
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Salen Reefer Services, the group’s | 
refrigerated-cargo division, controlled | 
upwards of 25% of the world market in | 
this specialised field and accounted for | 
over 60% of the fleet controlled by | 
Salen. A new company called SRS E 
Reefers AB has been created in recent | 
weeks, with fresh outside capital of | 
Skr 100 million and with the aim of E 
taking over 80% of the fleet operated 
by the former reefer division. The re- 
maining 20%, mainly ships charter ed 
in at higher rates, will be handed back 
to their owners. 


DRY CARGO FREIGHT RATES: 
US GULF — JAPAN 


(US$ per ton) 


30. 00 


A fast after the f 


he year just ended has been one of | 

the most buoyant ones for the New | 
Zealand economy. It will also be re- 
membered because of the dramatic 

j 

i 

| 

| 


change in the government’s economic 


policy. * 
At the beginning of 1984, under a 


National Party government, the econ- | 
omy was highly regulated. But after 
winning a snap election in July, the 
new Labour government devalued the 
New Zealand dollar by 20% and took 
its first step to deregulate the economy 
by removing interest-rate controls. 

Wage and price controls ended with 
the new government’s 8 November 
budget. Policies to phase out rent con- 
trols, export incentives. and import 
licensing had been introduced earlier. 
In the final months of 1984, several 
foreign-exchange regulations (such. as 
| those limiting the amount of overseas 
currency New Zealanders could pur- 
chase) were relaxed as the government 
moved closer to floating the local dol- 
lar. 

The adjustment | to the dramatic 
change in economic policy has been. 
easier because many of the deregula- 
| tion measures were.in duced while. 
trong. Official 
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'Opo n : 
arrangement, has been . very positive, . 
though it can only be guessed as to how. 
theownersof the discarded 20% feel. If 
SRS Reefers turns out looking too 
similar to the. old Salen, there is a 
danger that.its ships will be arrested by 
the latter’s creditors as soon as the fleet 
begins trading again. 








part from. the wners of the unlucky 
a % of the fid fleet who, will 





Salen Tankers to e i into the 
reckoning. Among: these are the four 
very disgruntled Hongkong-based own- 
ers of eight. bulk carriers, combination 
carriers, reefers.a dtankers which had 
been on bareboat or time charter to 
Salen at profitable: rates. 

These vessels are.to.be handed back 





by the court-appointed | liquidator. 
Contracts held by 









Hongkong's Wallem..- 
Shipmanagement. to. manage .as many . 
as 18 ships onbehaE {the the Swedish. 
iant y also b risk, but. if SRS 
Reefers gains acceptance, brokers con- 
sider it quite probable that most of 
these ships will stay where they are 



































nomic growth for the 12 months to 
June 1984 at 6%. Some analysts esti- 
mate that the economic growth rate 
could have been as. high as 7.5% for the 
year to September | DE to 6.9% for 
the year to December. 

Over the nexi year or so, however, 
economic growth generally is expected 
to slow down and inflation to continue 
rising. The devalualion and other gov- 
ernment. polic ; ed as those in- 
E the i 
























at inflation Saath 
for the year to 
1985 . recent official 
figure of a 7° ual rate for the year 
to September 1984. But there is a con-. 
siderable range between the lowest 
forecast by the Treasury of an annual 





rate of 12% and private economists’ 
forecast £15. 595. |: ' 
An unusual feature of the economy 





án recent months has been the high : 


level of real interest rates. Rates of 


around 17% have been bid for govern- 







nent stock. tendered as part of the Re- 
| | : -market operations, 






lost income fo le f ongk t ng o ners 
alone is difficult to calculate. When Irish 


Shipping went bankrupt at the end of 
November 1984, five Far Eastern 
(three Hongkong, one Philippine and 
one Japanese) shipping companies 
were reckoned to have lost more than 
US$100 million on their long-term 
charters on seven ships. Brokers in 
Hongkong say perhaps US$20 million 
a year in projected charter income may 
have been lost by the local owners this 
time — and the figure goes much 
higher if Japanese product-tanker in- 
terests are included. 

Wah Kwong Shipping, which lost 
US$38 million in hire from the Irish 
Shipping collapse, has been hit on its 
1982-built Panamax bulker Sabodine 
Venture, which is 25% owned by Jar- 
dine Shipping and 25% by the Belgian 
group Bocimar — which also happens 
to be joint charterer with Salen. 

Wah Kwong has a second ship of 
comparable size on charter to the 
Swedes, who in turn re-let the ship to 
what are believed to be Soviet in- 
terests. Wah Kwong has stated that the 
charterers have taken over the con- 
tract at a higher rate, though it is a 
mystery why anyone as astute in their 
shipping as the Soviets should pass up 
the opportunity to negotiate a lower 
rate. 


EE NEW ZEALAND Bl 


These high yields have attracted 
considerable overseas interest, mainly 
from Australian and Japanese invest- 
ors. The influx of overseas funds has 
assisted the government in building up 
the country's foreign reserves to NZ$4 
billion (US$1.92 billion), double the 
average level of NZ$2 billion recorded 
for the early months of 1984. 

Money-market involvement in the 
government stock tenders has put up- 
ward pressure on interest rates gener- 
ally. Signs that these higher rates are 
discouraging borrowers are evident in 
the housing industry, where the 
number of new houses being built is 
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* Jarden Co. forecast. 
Source: New Zealand Department of Statis- 
tics, 
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In addition, Wah Kwong has on 
order two (with an option on a third) 
product-carriers at South Korean and 
Japanese shipyards, which, upon de- 
livery in 1985 and in 1986, are sche- 
duled to be chartered to Argonaut AB, 
the asset-fund company 33% owned by 
Salen. So far there has been no indica- 
tion of how Salen's collapse is affect- 
ing Argonaut. 


poore the company in Hong- 
kong most seriously affected by 
Salen’s bankruptcy is a textiles 
operator, Nan Fung Development, 


slowing down and existing houses are 
taking longer to sell. 

Once the government's 1984 budget 
measures begin to reduce the fiscal 
deficit, interest rates are expected to 
fall. The government's deficit (before 
borrowing) is budgeted to fall from 
NZ$3.1 billion for the year to March 
1984 to NZ$2.8 billion for the year to 
March 1985. At nearly 8% of gross 
domestic product, this level is consi- 
dered to be unacceptably high by the 
financial sector. In the following year, 
however, the government's deficit may 
fall by as much as half to around 
NZ$1.4 billion. 

Another factor leading to a slower 
economy is the overseas deficit. The 
most recent figures show that in the 
year to October 1984 the deficit on 
overseas exchange transactions rose to 
NZ$2.1 billion, nearly 150% higher 
than the deficit of NZ$850 million re- 
corded for the comparable period in 
1983. 

The currency devaluation, combined 
with the government's announcement 
that export incentives will remain in- 
tact in the current year, should assist 
in reducing the overseas deficit. Early 
signs of this may be read in the over- 
seas exchange transactions for Oc- 
tober. Compared with October 1983, 
export receipts grew at a faster rate (by 
50.276) than import payments (by 
42.8%). — SUSAN SNIVELY 
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|g] which branched out into shipowni 
3| purely for investment purposes 














; In re- 
cent years, it has built up a strong ree 
lationship with Salen as a front forsale 
and charter-back deals, and is now rez 
ckoned to have as many as six ships om 
bareboat charter to the group. Nam? 
Fung is now lumbered with these ves- € 
sels, none of which will be easy to re~i 
employ. | 

There is fear among shipbrokers that 7 
the collapse of Salen may prove to have T 
been the beginning of an avalanche of 
shipping bankruptcies. Shipowners im 
the Far East have always tended to acc 
cept small profit margins in return for 
the supposed security of long-term, 7 
steady employment. With shipowners’ 7 
cash reserves already severely desm 
pleted by three years of loss-making” 
freight rates on the spot market” 
analysts believe that the loss of only a wy 
few more charters could push some 
owners over the brink 

The reaction of the banks to the 3 
Salen bankruptcy has been muted so 
far, possibly in an attempt to play 7 
down its significance at a time when 
the United States Treasury is known to 
be examining the shipping portfolios 
of a number of leading US banks. z 

Out of its total liabilities of Skr 5.5 74 
billion, Salen itself reckons that more 3 
than Skr 2 billion will have to be writ- 
ten off by creditors, after the failure of ^ 
a rescue plan that would have required 
the banks to contribute a further Skr 
990 million in interest write-offs, = 
Scandinavian bank loans account for 
slivhtly less than 50% of total 
liabilities, with Skandinaviska En- 
skilda Banken (Skr 1.7 billion) and PK 
Banken (Skr 550 million) having the © 
biggest exposure. The third-largest 
bank creditor is Bank of America (BA) - 
with an estimated Skr 420 million 

Of the Far Eastern banks involved in 4 
loans to Salen, none has anything like — 
BA's exposure — but Marine Midland 3 
(the US subsidiary of the Hongkong 2 
and Shanghai Banking Corp.), Paribas — 
Asia and the Bank of Tokyo Trust Co. 
all have loans outstanding. Marine 
Midland is believed to be owed US$10 
million and Bank of Tokyo is under- 
stood to have lent on one ship out of its 
London office. 

Grand Marine has been kept afloat 
since the rest of Carrian collapsed in 
1983 by a debt-rescheduling scheme. 
But with the continued deterioration 
of the market, particularly for the 
medium-size bulk carriers which 
dominate Grand Marine's fleet, the 
creditors (the largest of which is Hong- 
kong Bank) have been unable to agree 
on continuing the arrangement mak- 
ing liquidation virtually inevitable 

As of 30 June 1984, Grand Marine 
had liabilities of HK$1.18 billion 
(US$151.3 million) and book assets of — 
only HK$750 million. Debt has since J 
been reduced by the sales of two ves- 
sels — but still leaving Grand Marine 
with a gigantic deficit for a company | 
now owning only seven ships. a 
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_In-no on “ihe 
; "Malaysia. pm. (BMF) 
jrépared by a three-man com- 
inquiry which presented its 
on 21 December. The report 
scribed by Finance Minister 
inuddin as a “brief on prima 
cases of corruption.” 

| - report alleges 10 cases of cor- 








ion.on ihe part of six individuals: 
ine Osman; P mer posu. of 



































ngkon g, Per two vi S ewecutive S 

MF, Henry Chin and Eric Chow. 
n and Hashim had both been on 
. board of the parent bank. Osman 
1 been the chairman of Bumiputra 
chant Bankers and Hashim was 
jerly executive director, the No. 2 
sition at Bank Bumiputra. Rais had 
1 in charge. of the bank's foreign 





2m 'eport alleges that sums of 
/ were passed to all of these indi- 
als by various methods and/or 
at credit facilities were extended to 
The largest amount allegedly 
pipe taken was by Lorrain Osman 
more than M$30 million (US$12.5 
lion) equivalent. 
The committee of inquiry recom- 
snded Bank Bumiputra Malaysia 
d (BBMB) to: 
ake immediate steps to lodge re- 
orts with the Malaysian police to ena- 
them to commence investigations 
d take action against persons re- 
onsible. . 
iodge a a report with Hongkong's s at- 
ey-general to enable him to, com- 
investigations and take neces- 
y actions to charge in a court of law 
*person or persons responsible for 
1 offences as are evident.” 
Three cases of corruption are alleged 
gainst Osman, two each against 
vds and Rais and one each against 











| "Just one > day. e arlier, the executive 
chairman of BBMB, Nawawi Mat 
Awin, resigned as part of a manage- 

ment shake-up ordered by the bank's 
'new owners, the state-owned oil 
monopoly Petronas. His departure had 
been expected since September 1984, 
but virtually all the faces on BBMB's 
board have changed as a result of ap- 
pointments announced on 1 January — 
alsothe TESNO of BBMB’s fiscal yea 














! icial teport recommends lend ‘action’ against former 
ec utives of Bank Bumiputra’s Hongkong unit. 


laysia, 


Juaamn | 

Yunus Kamaruddin; Sime Darby di- 
rector Chan Chin Cheung; Petronas’ 
own financial director Ismail Hashim, 
and (another surprise) Malaysia Sci- 
ence University deputy vice-chancel- 
lor Kamal Salleh. 

In a Statement, 


would c contribut to “restoring the bu 
to its premier position in the Malaysian 
banking industry." Daim said Nawawi 
had wanted to leave. after Petronas 
bought 86.7% of- the bank's equity 
from Permodalan. Nasional in Sep- 
tember to-shore up. BBMB's capital 
base — ravaged.by at least M$2.2 bil- 
lion of bad loans made by its sub- 
sidiary, BMF; tothe now bankrupt 


Carrian Grour i Hongkong. Nawawi 
gun far m imp up own Du. on 
Carrian Scandal has severely dented 





The choice of National Padi and Rice 
Board chairman Tan Sri Basir Ismail 
as Nawawi's.successor caused some 
surprise. After rising to prominence as 
executive director of the Johor State 
Development Corp. in the 1970s, Basir 
(who also heads Food Industries Ma- 
a state-owned firm) has re- 
mained out of the limelight. Basir is 
also chairman of Mathes & Porton BV 
in Rotterdam, as well as the Malaysia- 
based Kulim — which owns Mathes & 
Porton Sdn Bhd in Malaysia. 

This latter commodities-trading firm 
became embroiled in a dispute pre- 
cipitating massive defaults on the 
Kuala Lumpur Commodity Exchange 
in 1984 (REVIEW, 22 Mar. '84). Basir 
said on 2 Januarv that he would resign 
from the chairmanships of 12 com- 
panies, but it is not clear if these are all 
such positions he holds — or if Kulim is 
among them. 

The Review is reliably inform- 
ed that Basir was being consider- 
ed in 1984 by Prime Minister Datuk 
Seri Mahathir Mohamad as a possible. 
successor to Permodalan Nasional 
chairman Tun Ismail Ali (whose term 
expires in 1985). | 

Some insiders had picked Bank Neg- 
ara (the central bank) banking-opera- 


COMPANIES 


RM NAY A mma HA eam 





ee Minister 











Mm a P A rere PANI rin reri 








zd until a dai 
management practices. The lingering 
morale among mid-level staff and 
above, and Nawawi (who held the 
bank's top executive position from 
April 1982) has caught flak from both 
directions: on the one side from a pub- 
lie convinced ‘that corruption caused 
the Carrian fiaseo-and hungry for iden- 


tifiable culprits;;on the other from 
bank officers: wanting firm leader- 





ship. 












The ailing British firm sells part of its stake i in e 
and now looks set for complete withdrawal 


By Meenakshi Behara in Bomba y. - 


he ailing British tyre giant Dunlop 
e Appears. set to move out |. famil: 






was a young member of the Goenka 
njiv.Goenka. Only days ear- 

gs, which together 
ind Wheels (DRW) 
D equity, had 
IRW’s 9.6% hold- 
for a considera- 
round Rs 150 mil- 
n) — payable in 
e Indian Govern- 

















































India But, in von vett te complies: me 
modalities of payment have led the | 
Goenkas to team up with a non-resi- 
dent Indian businessman to handle | 
part of the deal. | 
Confirmation came in mid-December 
when DIL's British chairman and 
managing director, J. E. S. Hammond 
relinquished th ! irm 

make way for a 


Dun ings has not disposed of 
the rest of its DIL 4 Stake. But that is 
-probably not ar away and obser- 
vers feel the formalities will be com- 
pleted following the end of DIL's fi- 
nancial year on 31 December 1984. In- 
formed sources suggest that the bal- 
-| ance of Dunlop Holdings’ sharehold- 
. ing MH will nee to the Goenkas at a 
"pri ' More han Rs 150 mil- 



















General Electric Professional 
Large Screen Video Projection 


With General Electric's exclusive system for bright, sharp 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same 
accurate color reproduction. An exclusive General Electric 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 


Education: Medical, dental, engineering, computer science 
instruction. 


Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated 
data, teleconferences. 


Entertainment: Theatre television, closed-circuit TV 
events, overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 


Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX710-541-0498 





View from operating room transmitted live to audience of 
doctors in hospital conference center 





View from ringside transmitted 
lounge 





View from spacecraft transmitted live from NA‘ 
planetarium crowd 





View from armchair at home is duplicate 
extra admission fee at racetrack lounge 
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seen as a largely Gi 
dings deal. For Dunlop Holdings, 
average realisation per share 
s out to Rs 40 but the Goenkas 
pay just marginall y more than the 
nt market price of Rs 20 per share 
h . comes. in to settle the 









ated by the Goenkas for agreeing 
ctas an instrument in the deal. _ 
he takeover of DIL, now ranked 
imong the top 15 Indian companies in 

rms.of sales, is obviously a big vic- 
or 38-year-old Chhabria. His 
g business interests, headquar- 
‘in Dubai, are largely confined to 
-in entertainment electronics, 
have recently notched up 
ular growth in turnover. In ad- 
Chhabria has commenced trad- 
yperations from London and New 





































































Part of Chhabria's profits from 


Bruce Roscoe in Tokyo 


errill Lynch's defeat at the hands 
of a little-known Japanese securi- 
ompany for membership of the 
Stock Exchange (TSE) has 
d debate over the degree of 
commitment to opening finan- 
rkets to foreign participation. 
ver, the foreigners are not united 
anding the failure as Japanese 
ictionism — suggesting Merrill 
may have: hoped the timing of 
sale would. help. it get a seat at 
MA Re price. 

May 1984, the Japan-tnited 
P tec on Yen-Dollar Prob- 
ated that the Japanese Ministry 
o Finance Mos was déc to assist 





ister Yass akito Nak Raan at their 

jeeting in Los Angeles on 2 January. 
me felt the Americans' bid could not 

be allowed to fail. But that was not to 

be. 

: After the 25 December announce- 









‘ities, Akira | Satomi 





enk a-Dunlop | 


». He presumably will be com- - 


ig nave been invested in In di a UM 
embly of audio equipment and : 


ent of the US broker's failure, the 
ecutive vice-president of Yamaichi ` 
: hurriedly 


d has plunged into hotels in Sri 


r he Goenkas, the move seems A 






been a sufficiently paying proposition 
to the beleaguered British giant which 


companies (among others) are being 





belt, t eir shar of the car-tyre market | 





ld goto much more than 35%. 
The group also has a monopoly in tyre 
valves and a near-monopoly in another 
critical tyre input, carbon-black. 


unlop Holdings' anxiety to move 
outis understandable. DIL has not 


is anxious to trim its debts. In the year 
ended December 1983, DIL (with a 


‘turnover of Rs 3.2 billion and net fixed 


assets of Rs 520 million) had profits be- 


| fore tax of only Rs 84.5 million. The 


market for car tyres has been ex- 
tremely depressed and highly competi- 
tive. Indian tyre companies, notably 
the Modi venture have, however, out- 
performed DIL, which has seen a 
steady shrinking. in its share of the 
truck-tyre market, the largest segment. 

Meanwhile, DIL is faced with tax 
liabilities that could play havoc with 


the bottom line. Thanks to a Supreme 


Court ruling in September 1983, tyre 


il Lynch’ S inability t to win a seat on the Tokyo stock 
an '9 e is nat necessarily a failure of liberalisation 


called a press conference in an attempt 
to dispel allegations that Japanese 
contenders for the TSE membership 
had revised their bids upwards after 
learning. of Merrill Lynch's offer. 
Yamaichi Securities managed the bid- 
ding for the company which won the 
seat, Utsumiya Securities Co. of 
Hiroshima — in which Yamaichi has a 
10% stake. 
Satomi said that while damani 


supported liberalisation of domestic: 
capital markets, awarding the mem- 


bership to Merrill Lynch would have 
discriminated against Japanese secu- 


rities firms whose bids were higher.. 


The selection process had to be "fair," 


he said, emphasising that it was a pri- 
- vate matter which neitherthe MoF nor | 
the government could influence. Ut- 


sumiya's bid was € 1.64 billion (US$6.8 
million), and though Merrill Lynch's 


. bid was not disclosed, Yamaichi main- 
tained that by comparison with the. 
eight Japanese bids the figure was. 


"very low." 


errill Lynch's chairman in Japan, 
Tetsundo Iwakuni, admitted as 
much. He claimed: that. the size of the 
successful bid sh wed ios closed na- 





















Indian industry 




















an 100%, ect to an excise dut in compu- 
tations of taxes paid, and taxes pay- 
able as per the government’s interpre- 


tation, are significant. DIL has made a 


provision of Rs 102 million in its books 
on this account, but informed sources 
are talking of a possible liability up to 
three times as high. It is possible that 
lobbies will hammer 
out an “acceptable” solution, but Dun- 
lop Holdings appears in no mood to 
wait. The Goenkas and Chhabria have 
discounted their bid by the probable 
tax liability and the rumoured settle- 









ment of Rs 300 million looks like an ex- 


come from various sections 


cellent bargain. . 

Although final approval to the 
scheme of sale of. Dunlop Holdings' 
stake to the Goenkas will still have to 






ernment, including the "Manopolies 
Commission, it appears to be a fait ac- 


- compli. Rumours that Goodyear. India 
will probably go-the same way, this 


time to the n group, are al- 
ready afloat. : R] 





the Japanese capital market as a 
whole.” But Iwakuni also claimed that 
Merrill Lynch “had to refrain from 
competing too vigorously because this 
would otherwise present an unfavour- 
able precedent for other foreign 
brokerage houses which may seek TSE 
membership." | 

Some observers. believed that 
neither Merrill Lynch nor any other 
foreign broker would have found it 
worthwhile to make a competitive bid 
under current conditions. Official fig- 


. ures show that Merrill Lynch, at pre- 


sent one of the 10 foreign licensed 
securities dealers in Japan, currently 


-has only around 5% of the foreigners’ 
share of dealings in Japanese stocks. 
The biggest is Jardine Fleming with 
more than 40%, with the other (mostly 
j American) brokin g houses sharing the 
rest. Merrill Lynch's main business in 
Japan is selling US securities to the Ja- 
 panese. | 


The licensed foreigners’ total share 
of TSE equity turnover is only around 
Á %. Some 90% of foreigners’ dealings 





‘in Japanese shares go direct to the big 


Japanese securities companies. So for- 





hi nig will have to generate a lot more 





ess to make it worth stumping up 





US$6 million-plus for a seat, particu- 
larly as they would only save the 27% 


share of commission they lose to TSE 


members through whom they place 


business. In general, the foreigners ap- 
pear to hope that if market activity 
falls off from the high levels of the past 


;year, more seats will come on offer and 
prices will: all. But they may have to 


| at sale was 









wa a ‘wht | 
























ongkong "textiles ` firm 
Ninsor Industrial Corp. 
reported a 41%: in- 
‘in after-tax profits 
HK$134.61 / million | 
US$17.26 million) for the 
ihaM to 30 Sept. 1984, com- 


^vpàred with the previous in- | 
.terim. Turnover reached a 


record HK$1.16 billion, 
said chairman T. K. Ann. 

. Earnings per share. for 
the half were 70.8. cents, 
2 adjusted for a one- -for-five 
bonus issue, compared 
with 50.1 cents previ- 


s] made from the disposal of 
xg Ic ing-termi 
Ann made no fore- 





 "thatthe “business situation 
^isbecoming more obscure." 
An interim dividend | is 
set at 18 cents (2095: more 
¿than the previous adjusted 








well as the. ear rags : 
“1985-86.”  —ELIZABET: 


BHP profits i 


Australias Br oken | Hill 
Proprietary Co, _ (BHP) 
' scored a record net prof itof 
A$353 million (US$2 94 
million) in the half ‘to 30 
..Nov. 1984, a gain 62395 on 
; the same period the previ- 
“ous year. Sales rost 

‘A$3.46 billion, indi 








minerals giant”! BHP’s 
petroleum division contri- 
buted A$223.6. million to 
earnings, and the: recently 
acquired Utah coal. mines 
made their maiden, con- 
tribution (before financing 
.. costs) of A$62 million. The 
Steel division put. in a 
A$71.9 million profit (com- 
| pared with A$51.1 million 
: ear earlier), reflecting a 

4% lift in crude steel out- 
put. — HAMISH McDONALD 


Goodman better 


New Zealand's diversified 
food and investment: com- 
pany Goodman Group 














'ast for the full year, saying 


~ interim des ] while a 


85% to 







| (NZ$17.9 "million i 


com- 
pared with NZ$4.6 million 
in 1983). 


Goodman’s expansion 


‘into other firms means it 


acrid eaa 
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dnvest- 


ieating | 
-leaner price margins for the 


4 
AUS 
K , o» . 
Seek INA C * 5 i 
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| Sir 
ously, An extraordinary | 
profit of HK$924,000 was 


"Islands 


i| traffic 


ran a cash deficit in the 
latest period, with operat- 
ing earnings (after funding 





| eosts and writing back de- 
preciation) not covering f- P- 
“the proposed interim di- fJ EF - 
| vidend. Full-year profits x 

| are expected to be in the 


NZ$52 millionrange. 

— LINDA SANDERS 
Oriental's gain 
James Goldsmith's 
General Oriental Invest- 
ments (formerly General 
Oriental Ltd) announced 
pre-tax profits for the six 


months to 30 Sept. 1984 of | 
US$148.6 million — up 
gigantically 


from just 
US$1.7 million in the cor- 
responding interim period 
of 1983. (Having switched 
its legal domicile 
Hongkong to the Cayman 
last 


Hongkong dollars) The 
latest results include gains 
of US$240.2 million on 
realisation of assets (nil in 


the first half of. 1983) offset 
by deferred earnings of . 
US$117.7 million (also nil 


in the previous interim 
period). 

The gains relate mainly 
to disposal of Diamond 
group assets in the United 
States and to the sale of 


Continental Group shares, 
also in the US. Profit on | 
some of the Diamond sales: 
has 


been deferred. 


— ANTHONY ROWLEY 


Thai flies high 


Flag-carrier Thai Airways 


International posted a Baht . 
2.1 billion (US$92 million - 
at the old exchange rate of © 
pre-tax . 
profit for the financial year | 
to 30 Sept. 1984. This was 
the best performance in the j 
airline's 20-year history of | 


Baht 23:US$1) 


continuous profitability 


and represented a colossal 


increase over Baht 647 mil- 


lion the previous year. A || 
strong world aviation re- |] | 


covery pushed Thai's total 
| up 8.7% 
freight. traffic shot up 


19.3%. 





year- a 


from 


while ` 


Séptember, | 
Oriental is now accounting | 
in US dollars instead of 


The system-wide . ; T 
load factor was recorded x TE g 
65.6%, up from ue 370.8. ] 


. E es and eg a force i one bo oo ; 


high performers - one will be faced with : 
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How to prepare for tomorrow? When today 


cap abilities which! -in a the saturad 


two. 

One approach: make a conscious. 
break which will allow one to take t 
knowledge and skills acquired, wt 
technology, of the changing environm: 1 
company, o pertes - bej í nmn PI 





Programme,” which has b 
last seventeen years, aes the setting a 
stimulus for this essential stock-taking an 
re-thinking process. um 
Over PO executives have Los FW 


Facu y an [equally important, 
their pee 
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OST makeis in Asia ehjoyed a. a year- Her rally TON NT iò j3 1 Dec., though it it was 
y no means a smooth ascent for many. Seoul chalked up the biggest gains. Taipei, 


nila and Bangkok bucked the trend. 


KONG: Following profit-taking after the - 


' ristmas oliday 


38 points, just short of ihe 
06.83, but substantially up on 
ose of 874.94. Turnover for the 

in the period averaged a fairly 
ry million (US$26.86 million) a 
recent half-point cut in local prime to11% 
d to the general bullish sentiment, which 

helped by optimism on the property market 
he signing of the Sino-British agreement on 
igkong. The market can now look forward to 
picious start to 1985 when the index is ex- 

d to top the 1,500 mark. 


LUMPUR: Trading in the period re- 


d subdued, presaging what one analyst de- 

d as a "quiet entry into the first months of 
and giving a fitting close to a generally 
stre 1984 market. Although a post-holiday 

ll of bullish sentiment lifted 26 Dec. trade to 
t 8 million shares, by the close of the Christ- 
~week volumes had slid back to barely 5 mil- 
units the lowest level since mid- 
ember. Overall, daily trading volumes dur- 
the period averaged 6.7 million units, valued 
M$14.6 million (US$6.06 million), with in- 
st centred on speculative issues such as 
un listed Pilecon T which closed at 


Although trading remained slug- 

as investors and brokers stood on the 
es, the market gradually recovered from 
istmas blues. Between 17 and 28 Dec., the 
s Industrial Index gained only 46.54 
closing on 28 Dec. at 4,457.12 (compared | 

21 Dec.'s 4,420.55). Markets were closed on 
ec. (election day) and 24, 25 and 31 Dec. 


ige daily turnover for the period 17-28 Dec. 
million units. (Turnover for 26-28 Dec. 
ged 7.27 million shares daily.) 


Trading was active in the run-up to 
ir's end. Turnover jumped to 760 million 
on 26 Dec., but reverted to the usual level 
million shares on 28 Dec., the last trading 

o t 1984. Prices were » pushed up by investors 


‘kei Dow Jones ees 
1,542.6 points, only 35 points off 
je all- time high recorded i in | early December. 


LA: Two large transactions worth P10.75 
million (US$537,500) inshares of Insular Bank of 
Asia and America touched off talk that the 

ajority bank owner, the Gotiamun family, 
ht be selling out anew to the Ayala group. 
ther bank issue, Metrobank, was very active, 
ing P3.74 million worth of shares in a series 

f block sales. Elsewhere, the focus of buying. 
s on HW priced, seldom-trad d issues. Vol- 


the market made an effort to 
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ume reached 248.64 million shares valued at 
P35.24 niillion despite the three- day trading | 
period. Despite credit easing, price changes 
showed a downward bias through to 28 Dec., the 
last trading day of the year. The exception was 


the commercial-industrials index which ap- | 2! 


preciated 0.93 of a point to 106.31. The miang, 
index was off 0.37 at 727.97. 


AUSTRALIA: Prices fell sharply on 18 Dec., 


continuing the bearish trend of the previous 
three weeks, as the gold price tumble took more 
shine off mining stocks. A rally in Wall Street. 


. Saw the markets start to move upwards from 19 


Dec., however. This upward pressure continued. 
on news of a lift in gold-bullion prices and a cut in 
the United States discount rate. The year’s action, 


was mostly over on 24 Dec. Two days of trading | 


on 27 and 28 Dec. sandwiched between the. |. 
Christmas and New Year holidays, saw low trad= 
ing volumes and some “window-dressing” push- 


ing prices up as institutions looked to put the 


best shine on end-of-year portfolios. 


NEW ZEALAND: prices continued steadily up- 


ward in the holiday-shortened pre-Christmas 
period. December-January is a traditionally lean 
period for buyers with sellers being relatively in- 
active or holding off for the better prices that 
mid-January usually brings. Elders IXL main- 
tained its active profile and took a major stake in 
the local rural industry, buying Yates' pastoral 
interests. Apart from this, there was little corpo- 
rate news to excite investors. The index closed at 
a new peak for 1984, and should go Tignes in 
early 1985. 


BANGKOK: Prices picked up slightly towards 
the end of the period. The Book Club Index put 
on 0.86 of a point to close at 128.02. Rising stocks 
overwhelmed declining ones by 32 to 12 with the 
remaining 48 issues unchanged. Volume edged 
up to Baht 178.2 million (US$6.6 million), with a 
daily average of Baht 35.6 million. The rise was 
partly attributed to positionesquaring ahead of 

the year-end. | 


TAIPEI: The market's weighted index closed at 
838.01, up 2.57 points from the previous finish in 
'the holiday-shortened period. The market ap- 
peared to bein a holding phase as investors await 
clearer signals about the strength of the United 
States economy in the first half of the year. Trad- 
ing was moderate with the average daily turn- 
over at NT$644 million (US$16.1 million). 


SEOUL: The year-end buying spree continued 
in the holiday-shortened period, dri he 
nee b to a year record of 142. 461 
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438, Hongkong. HK$7.817, Singapore 5$2.167, 
a 115, £1 HK89.15. 


HKD Amb 0.3558 


“middie rates “long term ft ahon term 
Sources: Astiey & Pearce (Hongkong). igas Co. Lid and Fret Paci Finance. 
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Buying and selling rates where avaliable (31 Dec.) 
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It looks like a creature from another planet. 

In fact, its something far more dangerous: 
' common house fly. 

With its allies, the mosquito, the cockroach 
d the rat, it causes widespread suffering in 
es throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
ilaria, yellow fever, typhoid. The list of diseases 
'y carry makes frightening reading. 

Frightening when you consider the millions 
tosts to treat and cure them. More frightening 
i when you count the cost in human misery. 

At ICI we've developed a wide range of 
ducts to eliminate the threat before it becomes 
roblem. 


A BIGGER THRE! 
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P. n =~ 


‘Imperator’ is a space spray that's ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray 'Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquitos habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 

ICI soravs have been used safelv over 


ABL HEAL! 


E OR DROUGHT. 


thousands of hectares, as well as whole towns. 
They're easy to use and highly cost-effective. And 
along with our products, we can provide expert 
advice and help on any insect or rodent problem. 

If you're responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plant 
Protection Division, Fernhurst, Haslemere, Surrey, 
England. 

Together we can make towns and cities safer 
places to live in. 


Plant Protection Division 


ACTELLIC, IMPERATOR, CYMPERATOR, AND KLERAT ARE ALL TRADE 
MARKS OF IMPERIA! CHEMICAI INDIISTERES PIC FACI ANN 





LETTER FROM SAMARINDA 


his is, was or will be the hardwood 

plywood capital of the world. No 
one is quite sure because the industry 
has gone from high growth to hard 
times in such a short time that new 
mills are still going up while others 
are closing down. 

International fame is all the more 
uncertain for being all the more re- 
cent. Anyway, Samarinda does not 
really look the part of a world manu- 
facturing metropolis. And it is a 
touch more romantic than that label 
suggests. It is a typical old-style 
Southeast Asian town. Houses on 
stilts huddled together beside a 
broad, lazy river a few miles from the 
sea, a place where boats still seem 
more at home than cars and where the 
hinterland is trees, trees and more 
trees. 

Modernity has come to Samarinda, 
but apart from a couple of grandiose 
government buildings, it is not im- 
mediately apparent. Samarinda has 
always had some status. It is the cap- 
ital of East Kalimantan, the second 
largest (in area) Indonesian province. 
But, despite the ply- 
wood, it is still tradi- 
tional, sleepy and 
dowdy compared with 
the booming oil town 
and communications 
centre 120 km away, 
big and brassy Balikpa- 
pan, where cassette 
players and Suzukis are 
king, and they even 
play baseball. 

But, Samarinda is — 
to borrow some pro- 
gressive jargon — more 
"relevant." It may have 
mortgaged itself to the 
uncertainties of the 
international plywood 
price and the leading 
indicators of housing 
starts in the United States. But at 
least it is not an island of high-tech- 
nology development. The future and 
the past are linked to the trees and the 
river. 

Its airport is tiny and its port not 
much bigger. Where Balikpapan 
boasts giant tankers lying beside 
gleaming oil tanks, at Samarinda 
there is just a handful of small, rust- 
ing South Korean and Japanese ves- 
sels come to pick up plywood and 
timber. But Samarinda is a river port 
as much as a seaport. The 480-mile 
Mahakam is the third-longest river in 
Indonesia. It rises in the highlands of 
north-central Kalimantan right up 
on the Sarawak border. 

Down it come the giant hardwood 
trees which make Samarinda the 
plywood centre. And up it go the peo- 
ple and supplies which, in time, 


should transform the vast, virtually 
uninhabited forest, hills and swamps 
of Kalimantan into areas of continu- 
ous cultivation. Thus, what happens 
to Samrinda will say a lot more about 
the development of Indonesia and, in 
particular, about the progress of col- 
onisation of the outer islands than 
will Balikpapan. 

Samarinda, in fact, already says 
much about the achievements of the 
government. No doubt the exploita- 
tion of the primeval hardwood forests 
in the interior has been accompanied 
bv great environmental damage, not 
to mention corrruption on a fairly 
grand scale (REVIEW, 27 Dec. '84). 
But tlie mills and plywood factories 
which line the banks of the Mahkam 
for some distance upstream and 
downstream of the town are tes- 
timony to the success of the policy of 


enforcing local processing of 
Kalimantan's logs and requiring 
forest concession holders to move 


into processing. 
The first plywood mill was not 
built here until the late 1970s, and the 


Plywood mill: nature's link with future and past. 


period of most rapid expansion did 
not come until 1981, when the govern- 
ment announced a forthcoming ban 
on log exports. Now there are 16 com- 
pleted mills (of which two are not 
functioning at present), three other 
large ones nearing completion and a 
few still being planned (in theory). 


Ithough there is a great deal of 

capital tied up in these factories 
— much of the equipment is from 
Taiwan and South Korea — they are 
big employers of unskilled and semi- 
skilled labour. Plywood is a middle- 
technology industry, and where pos- 
sible labour is used instead of 
machines. So the benefits have been 
spread. But these days the benefits 
are few. The industry has fallen on 
hard times. Plywood prices have been 
poor for the past three years due to 
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the weakness of housing construction 
in the West. 
Meanwhile, log prices have not 
been commensurately weak, partly 
due to domestic demand in Indonesia. 
Indonesian plywood faces competi- 
tion from Taiwan and South Korean 
mills, and effectively is shut out of the 
Japanese market. Furthermore, an 
attempt to improve Indonesia's bar- 
gaining position in world markets 
through the creation of a local cartel 
is hurting small producers. Increas- 
ingly, four large groups appear to be 
becoming dominant in Samarinda. 
And three of these are national 
groups with a myriad of other enter- 
prises — Bob Hasan, a friend of Presi- 
dent  Suharto, who 
owns two big mills, 
having bought out 
Georgia Pacific of the 
US; PT Astra, best 
known for its motor in- 
terests, also has two 
mills, and the Liem 
group is believed local- 
ly to have recently ac- 
quired another mill to 
add to its existing one. 
The other big boys 

- are local entrepreneurs, 
Yos Sutomo and Akie 
Setiawan. 

The big mills with the 
big connections are still 
mostly working at near 
capacity, but this is 
more out of a desire to 

maintain market share than to make 
a profit. Most are said to be losing 
money. ` 

In time, world markets will recover 
and the plywood  industrv in 
Samarinda will reach a new equilib- 
rium. But the growth has gone out of 
it. From now on the region must look 
increasingly to transmigration for its 
growth. That is a hard task. The soil is 
poor, suited to tree crops but not rice, 
and communications, other than by 
river, are abysmal. 

Transmigration is well behind 
target. But the World Bank is putting 
US$50 million into the province's set- 
tlement projects — its biggest trans- 
migration loan. And if life is hard for 
the settlers, so far the return rate is 
no worse than the national average. 
Samarinda’s new frontier is advanc- 
ing, albeit slowly. — PHILIP BOWRING 


PHILIP BOWRING 
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Where to Put Your Money in 1985 [10 
Jan.] unfortunately badly understated 
the performance in 1984 of our Hong- 
kong portfolio. It would appear that 
the stated increases were inaccurately 
calculated since no adjustments to the 
historic prices were made to accommo- 
date the effects of bonus issues and 
special cash distributions. 





Taking these factors into considera- 
tion and thereby recognising the real 
increase in value of an investment in 
the shares gives the following in- 
creases between 3 January and 11 De- 
cember 1984: 





A portfolio of these three shares 
would therefore not only have satisfac- 
torily outperformed the stockmarket 
indicator, the Hang Seng Index, but 
would also have been the best perform- 
ing broker's portfolio in 1984 both in 
local currency terms and in US dollar 


terms. ALEX YEUNG 
Hongkong Director, W. I. Carr 


Tricks of the trade 


I have observed the behaviour of South 


. Korean exporters [REVIEW, 1 Nov. '84] 


for about 15 years, and I have always 
felt they would be among the first to 
suffer from a crisis. Our group's main 
business is in North Africa. Whenever 
we ask for a quotation from South 
Korea valid for a country of, say, 20 
million inhabitants, the South Koreans 
will systematically require a minimum 
quantity to cover the yearly consump- 
tion of a market of 200 million consum- 
ers. We have never understood whe- 
ther the South Koreans lack knowl- 
edge of certain continents, or whether 
they deliberately want to discourage 
orders from the smaller African coun- 
tries. 

About five years ago we started 
handling sales of ball-bearings from 
South Korea to Morocco. After the 
third order the manufacturer telexed 
us demanding that we refrain from 
placing more orders unless they 
amount to a minimum of US$40,000 
per shipment. We then turned to Euro- 
pean manufacturers and now have one 
shipment per month averaging US$5- 
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7,000, which seems very satisfactory to 
European suppliers. Incidentally, the 
South Korean prices were not particu- 


larly attractive either; they were above ~ 


prices from Japan! 

There are also problems in transfer- 
ring agents’ commissions abroad. First 
of all, an agency agreement must be 
signed (quite normal), but South Ko- 
rean exporters are very reluctant to do 
so. If it is established, it must get the 
approval of the embassy in the country 
of destination. There is no problem in 
Paris, but, on the other hand, the South 
Korean Embassy in Rabat refuses. We 
suppose that some bureaucrats believe 
the country can earn more foreign cur- 
rency if they can discourage inter- 
mediaries. 

Unfortunately for the bureaucrats, 
importers in some African Countries 
like to deal with agents who travel, 
who know foreign languages and 
foreign markets. The result is that 
there are about 30 registered agents in 
Morocco who represent Taiwan firms, 
but to the best of our knowledge only 
one who represents a South Korean 
firm. Our group has about one ship- 
ment a week from Taiwan to Morocco, 
but about one shipment a year from 
South Korea. 

Basel S. ZUKUNFT 


Rights in China 


Amnesty International's book describ- 
ing violations of human rights in China 
is to be recommended to everybody 
who is interested in further essential 
reading about today’s China. The cases 
described in the book draw attention 
to the situation of people speaking up 
against abuse of power and political 
suppression by the communist party 
during the Cultural Revolution and 
afterwards. 

The uncompromising and harsh po- 
sition of the government in Peking ap- 
pears most contradictory in view of the 
recent economic reforms in the coun- 
try. In my opinion there are too many 
Westerners who admire China in a 
dangerously uncritical manner, failing 
to notice the individuals’ struggle 
under a totalitarian regime. It remains 
to be hoped that Peking will not only 
attempt to introduce a more liberal 
economic system but, above all, grant 
more freedom to its citizens. 


RALPH W. GOEHLERT 
Stuhr. West Germany 


' . 

The people's verdict 
The Singapore general election is over 
and, as Prime Minister Lee Kuan Yew 
said, the People's Action Party (PAP) 
lost votes across the board in all the 
constituencies even though they won 
77 of the 79 parliamentary seats. He 
promised to punish the opposition par- 
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THE UNIVERSITY OF - 


PAPUA NEW GUINEA | 
(PORT MORESBY) 


. VACANCIES 


Applications are invited from suitably qualified per- 
sons for the following post. 


- LECTURER/SENIOR LECTURER IN ECONOMICS 
S — W.041005/85 & W.041008/85 


- Two vacancies exist in the Department of Econo- 
mics. The Department of Economics teaches an 
orthodox range of-courses in basic micro-econo- 
mics, macro-economtics. - 

in addition it offers : a number. of option courses in 



























































Trade, Socialist Economies, Money and Public Fi- 
nance, Agricultural Economics, Marketing, Regional 
Economics, Econometrics, Economic Development 
and East Asian Economics. The Department also 
teaches a one-year Honours degree of higher level 
courses. 


Applicants should have a higher degree in Econo- 
mics, some teaching experience and a definite in- 
terest in teaching and research in a developing 
country. Applicants should also be sufficiently flexi- 
bie to teach a number of courses from the range 
listed above. 


The level of appointment will depend on qualifica- 
ons and relevant teaching experience. 


Applications close on the 31st January 1985. 




















E NIOR LECTURER. K20, 520, p.a. plus 24% gratuity 
: ECTURER GRADE2 K18, 670, ps a. dan 24% gem 


3 ‘successful ‘applicant will be normally offered a 
tract for a three year appointment ending at the 
f a Semester. The gratuity entitlement is based 
o of salary earned and is payable in instal- 
or lump sum and is taxed at a flat rate of 2%. 
dition to the salaries quoted above, the main 
nefits include: support for approved research; 
ent-free accommodation; appointment and repatri- 
ation. airfares for appointee and dependants; finan- 
ial assistance towards the cost of transporting per- 
sonal effects to and from Papua New Guinea; 6 
eeks annual recreation leave with home airfares 
vailable after each 18 months of continuous ser- 
icé; generous education subsidies for children at- 
“tending schools in Papua New Guinea or overseas; 
-a salary continuation scheme to cover extended ill- 





secondment from their home irtstitutions will be wel- 
. comed. The terms and conditio 







Applications. will be treated as 
„and should include a full curriculum vitae, a recent 
< small photograph and the names and spamosds of 
three (3) referees. 





gistrar (Staffing), University of Papua New Guinea, 








New Guinea. 







REGISTRAR 
| University of PNG 









topics such as: Labour Economics, International — 


‘ness or disability. Applicants wishing to arrange 


$ are under review. - 
trictly confidential 


“Applications should be forwarded to othe D Báo Bec 
P.O. Box 320, UNIVERSITY POST OFFICE, Papua. 











| see iliroughons sistant and Chinese 
| leaders are autocratic irrespective of 
their political system. So it is with Lee, 
despite his Western education. He said 

after the recent election that he is re- 
viewing the one-man one-vote system. 
Yet when his party captured all the 








| seats in parliament in 1968, he re- 
| marked: "The verdict of the people is 
| terrific." 


It is now clearly shown that the peo- 


|  pleof Singapore are not intimidated by 


his threats — especially the voters of 
Anson, who have again chosen J. B. 
Jeyaretnam as their MP. Pity the PAP 
| supporters of Anson, who have now to 


suffer the punishments together with | 


the Workers Party svmpathisers. 
Singapore 


Who sued whom 


(REVIEW, 13 Dec. '84] makes the startl-. 
ing claim that libel suits have long 


been a weapon in the People's Action 
Party (PAP) armoury against the 
Workers Party (WP) and goes on to as- 
sert; “A libel action of 1972 by a former 
PAP MP against the WP which drag- 
ged on into the 1980s forced the WP 
into receivership.” 

The facts that led the WP into re- 
ceivership are the exact opposite. The 
“former PAP MP” concerned was Tay 
Boon Too and I was one of the counsel 
who.defended him in a libel action that 
was brought by the WP against him in 
the High Court of Singapore; not the 
other way round as asserted by Kul- 
karni. 

Having lost the suit, the WP was 
naturally ordered by the High Court to 
pay Tay's costs which stood at 
$$13,677.50 (US$6,303) in November 
1974. Despite demands, the WP simply 
refused to acknowledge the demands, 
let alone pay the outstanding costs. 
When it became evident in 1982 that 






| Applications are invited for the new Chair f 
l Asian Studies i in th Faculty of Arts. The e Baldi w 


Further information, inc luding detail of application pi 
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V. G. Kulkarni's article The born losers 


| the WP was a pursing funds aor its 


The University soaks applicants ho have experts 
gions of Asia: China, India or Indonesia. The person apr 

guished record in interdisciplinary and cross-cultural tudies within the general d dis- 
cipline of social and cultural md l Pus 


| arties. in Singapore are re- 
TENA under the Societies Act, which 
. provides that no judgment against a 
registered;;society shall be put into 
force against the person or property of 
any officer or member. Hence, a judg- 
ment against a registered society could 
only be put into force against the prop- 
erty of the Society. This provision en- 
abled the’ WP, which had no assets, 
blithely to ‘commence suits against its 
opp jonents with impunity and then to 

















refusé to pay the costs when it lost such 
actions, a form of behaviour which ap- 
parently ‘Has not stirred to revulsion 
the ethical: conscience of Kulkarni. 





ig et une a ‘society yin an action 
commenced by that society and which 
had,noassets to pay such costs shall be 
paid by tHe officers of the society who 
had approved the institution of the ac- 
tion: This ptit the personal assets of the 
officers of the WP at risk. The happy 
sof commencing libel suits against 

( s j dividuals were over for the 
1t thought better of pursuing to 

the bitter end its libel suit against 
then. second. deputy prime minister 
S. Rajaratnam i in 1982. 2 
Singapore. . | P. SELVADURAI 
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e V. G-k llica Pii replies: Selvadurai is 
rectiim tha 72 libel action 
against Tay was initiated by the WP. 
The error is regretted. However, it 
nust "noted that though the costs 
were awa "ded in 1974, it was not until 
| £ months after Jeyaretnam 
$i Pin os that Tay 














extremely. difficult for. the: i in maki i 
opposi ation: er to sue for libel. 





within the new School of 
| the se pricipal 
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 Behara traces the role. of Ind 
? Pages 50-58. 






Page 10 

The Khmer guerilla stronghold of 
Ampil falls to the most devastating 
Vietnamese attack so far. — . 





Prospect election in Malaysia. 





-Page 13 

Budgetary problems are not the 
only reason for Singapore’ 8. pull- 
out rom Unesco. 3 








‘The Reagasone partnership bios- 
.soms as Japan assumes equal 
status with other United States al- 
lies. 
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Cambodia: The fall of Ampil 
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ndian Prime Minister Rajiv Gandhi, with a 
sounding election victory just behind him, wants 
to see quantum advances in industry. His dream 
ofa technologically developed India is un 
realised, however, without a susta 
ut through myriad bureaucrat 
Early signs are that he may do this, in the proces 
opening the country further to appropriate 
foreign technologies — and to some much- 
d competition. nd 
reports on the present situatior 
: " : directions, while Washington correspond 
Robert Manning : assesses the impact of a new high-technology 
agreement with the United States, and Bombay writer Meenakshi 
a's capital markets in industrial growth 
Cover illustration by Morgan C | 
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likely to 







Industry correspon 


























Page 18 


Vietnam’s army celebrates its. 40th | sumption and. 


anniversary with a hardline look at 
the world. 


Pages 26-30 

North and South Korea both have 
something to gain from close rela- 
tions. Meanwhile, the revamped 
Japan Socialist Party plays a 


bridging role between Pyongyang | 
and Tokyo — and Paris takes a- 


surprising plunge. 


Page 30 


The advent of Indian Prime Minis- 
ter Rajiv Gandhi increases the 
prospect of closer ties with the 


United States. 
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1 nch high ie commissioner. 

dressing New Caledonia’s 
145,000 people over TV on 7 
anuary, Pisani suggested 
ney choose between the 
itus quo. and ndependence 
referendum to be held in 
If the referendum is af- 
mative, elections in October 


ake power next year. 
-Pisani has tried to find mid- 


ous Kanak pro-indepen- 
lence groups and settlers who 
h to stay with France. He 
roposes that sovereignty over 
land be vested. in the 
.anaks, but that leases and 
er rights be given to other 
es. France would retain re- 
nsibility for education, law 
order, and defence. | 
high commissioner 
nade plain his own feeling 
hat independence was inevit- 
ble. But he has rejected 
anak demands for a limited 
ranchise, proposing that all 
esidents of more than three 
ears’ standing keep their 
e. French colonists com- 
ned with Asian and Pacific 
migrants could thus still 
on an independence vote. 
i a McDONALD 





: aucus "Of the ruling 


usang . 

IL) party on 7 January, 
ilippine President Fer- 
.Marcos denied the 
ility of holding elec- 
"for either local govern- 













ated. Leaders of both the op- 
position and the KBL had dis- 
cussed options for either com- 
“bining the local elections, 










. for 1987, or even moving both 
forward to this year. 
— GUY SACERDOTI 


Perez de Cuellar to 
visit Southeast Asia 

United Nations Secretary- 
General Javier Perez de Cuel- 
lar will arrive in Bangkok on 
25 January on the first leg of a 


uld choose a government to 


le ground between the indi- 


Bagong Lipunan 


ments or the presidency before 
they are constitutionally man- 


-seheduled for early 1986; and. 
the presidential polling, ‘set 
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three-week, eight-capital visit | 
is first to the Southeast. 


breviated 


upsurge ` 


agenda... E 


 versities as worth a depa 


His iti nerary includes meet- 


ings with government officials | 


in Thailand, Vietnam, Malay- 
sia, Indonesia, New Zealand 
and Australia,” and  ab- 
sessions during 
stopovers in Laos and Singa- 
pore. =; 

Aides said pores de Cuel- 
lar’s focus of concern is the 
in ‘Fhai. Cambodia 
border warfare. Other issues 
scheduled for discussion are: 
in Indonesia and Australia, 
the East Timor situation, and 
in Canberra and Wellington, 
such related items of South 


Pacific concern as nuclear- 3 
"weapons 


testing, |. nuclear- 
waste dumping, a regional nu- 
clear-free zone and port visits 
by ships carrying nuclear 
weapons. — TED MORELLO 


Kissinger to discuss 
security with Asean 


Senior Asean ministers are to 
meet former United States 
secretary of state Henry Kis- 
singer on 13 January in Singa- 
pore to discuss regional secu- 
rity issues. Attending the in- 
formal meeting, arranged by 
Singapore Prime Minister Lee 
Kuan Yew, will be Thai 
Foreign Minister Sitthi Savet- 
sila, Philippine Prime Minis- 
ter Cesar Virata and Defence 
Minister Juan Ponce Enrile, 
Indonesian armed forces chief 
Gen. Benny Murdani and 
ministers from Malaysia and 
Brunei. Lee and other Singa- 
pore ministers will also at- 
tend. The situation in Cam- 
bodia and the possibility of 
the US normalising.ties with 
Vietnam are likely to top the 


Japan to train more 
language teachers 


Japan's Education Ministry 
announced it will need 25,000 
instructors to teach Japanese 
to foreign students by 2000. 
The government plans to in- 
crease the number of foreign 
students by offering more 
scholarships but cannot do so 
until it trains more language 
teachers, who now number 


only about 2,200. 


Australia, New Zealand and 
some Asean countries have 
asked Japan for more such 
teachers only to be told there 
are not enough. Part of the 
problem is that the training of 
Japanese-language instruc- 
tors has not been rated by uni- 







ment in its own rig 
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expressed 


communities in Tokyo. 


first time as its 44th member. 


| goes into liquidation 
| Grand Marine Holdings, a 
one-time member of the col-’ 


tion after creditors terminated. 










pai i J 
Jun olus to meet its debts. 
of its markets 1 The move was triggered by 
Japan is to work out a new /{the Hongkong and Shanghai 
market-opening package, fo- | Banking Corp., an unsecured 
cusing on four sectors i in;p ebeditor, Which sought to re- 
which. the United States has. cover a- HK$1.15 million 
special interest: | (US$147,436) loan extended 
computers, telecommut toa Grand Marine unit, Good- 
tions equipment, pharma win Marine and Industries. 
ticals and forest produ Grand. Marine — its seven- 


Japan to open more | 























‘Prime Minister  Yasuh vessel fleet was valued at 
Nakasone instructed about HK$71.76 million at the 
Ministry of Interna end of 1984 — declared a loss 


Trade ànd Industry and 
responsible agencies to 
the package by March. 


of HK$162. 5 million for the 

r ended.30 June 1984, and 
liabilities of HK$1.18 billion 
(REVIEW, 10 Jan.). 





— ELIZABETH CHENG 
cial concern to “Washi gton, 
Japan claims the package will New Zealand sets new. 
be non-discriminatory. Con- | -money-market rules — 








sultations will be carried out The New Zealand money mar- 
during the drafting with rep-:) ket is to be made more respon- 
resentatives of the European sive to the government's 

and Southeast Asian business. „monetary policy with several 
wap measures announced recently 
by, Finance Minister Roger 
Douglas. A tendering system 
for Treasury bills begins on 29 
January. There also will. bea 
user-pays system for those 
'having recourse to funds from 
‘the Reserve Bank, the central 
oo which itself is to take a 
more'active day-to-day stance 
in-the market. Additionally, 
the.. government has an- 





In a separate liberalisation 
move, the Ministry of Finance 
has decided to waive with- 
holding tax on Euroyen s 
held by non-residents 
Japan. The decision, 
nounced at a meeting in Wash 
ington of the US-Japan Yen: 
Dollar. Committee, will re- 
move a major barrier to, the: 
issue of Euroyen bonds by Jar ; 
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panese corporations. Ael nounced wide general exemp- 
— CHARLES SMITH, ` tions to exchange-control reg- 

| ;| ulations. The exemptions will 
Dhaka to host IDB ! jh ‘enable New Zealanders to in- 
annual meeting “OM West freely overseas for the 


Nearly 400 delegates are exo lofirst time since the 1930s. But 


| pected to attend the ninth aret buyers of foreign exchange 
| nual meeting of the Isla: 

Development Bank (IDBALg 
i Dhaka on 2-3 Febru 












will. still nave to go o 
ate 











cluding finance ministers l-allow the Reserve Bank’ ‘to 
from the member nations and. | monitor flows. — COLIN JAMES 
observers from world, region- |. | m 
al and national financial 
stitutions. A meeting of í 
central bankers of the Orgar 
sation of the Islamic Coni 
ence (OIC) will follow the I 
meeting in Dhaka. Brunei,: 
new member of the OIC, wil 
attend the IDB meeting for the 





prises. in such countries as 
dapan, Britain, ^ Malaysia, 
Thailand and Pakistan will be 
discussed at a.conference to be 
sponsored by the Manila- 
based . Asian Development 
Bank (ADB) on 31 January-1 
‘February. The ADB expect: 
| töp- -level government officials 
and senior private-sector exe- 
cutives from the bank’: 
rember countries to partici- 
pate in the conference, which is 
to be chaired by Saburo Okita 
former Japanese  foreigr 
inister and currently chair- 
man of the Tókyo-Hiased I Insti- 
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lapsed Carrian group in Hong- 
kong, has gone into liquida- 


a debt-restructuring scheme 
| fen aff had nd the RIDERE. 
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ALL VER’S MEN Y 
Philippine armed forces acting 
chief of staff Lieut-Gen. Fidel 
Ramos is gradually testing his 
ability to make significant 
changes in the command 
structure while his predecessor, 
Gen. Fabian Ver, — 
awaits his | 
expected trial for 
his alleged part in 
the August 1983 
assassination of 
former senator 
Benigno Aquino. 
Ramos has already 
removed a 
controversial 
intelligence chief 
in Zamboanga, 
transferred the city 
commander in Davao and 
replaced the commander of the 
northern police district in 
Manila. All three, who were close 
to Ver, were replaced by well- 
respected career officers. 


QUIET COLLOQUIUM 
Malaysia's quasi-official 
Institute for Strategic and 
International Studies (ISIS) is 
planning a colloquium early in 
the year with Vietnamese 
strategic analysts. The affair will 
be similar to the symposium held 
in October 1984 between the ISIS 
and the Soviet Academy of 
Sciences in Moscow, which 
foreshadowed the subsequent 
visit of a Malaysian air force. 
delegation to the Soviet Union to 


EN THE WEEK 


CAMBODIA 

Guerillas repelled a first-wave attack 
by Vietnamese troops at the Khmer Peo- 
ple's National Liberation Front's Ampil 
base near the Thai border (7 Jan.). Gueril- 
las were forced to abandon most of Ampil 
after continuous Vietnamese bombard- 
ment and hand-to-hand combat with 
Hanoi troops, a senior Thai army officer 
said (8 Jan. ). 


HONGKONG 

Secretary for District Administration 
David Akers-Jones was appointed chief 
secretary to succeed Sir Philip Haddon- 
Cave, who will retire later in the year, and 
Transport Secretary Alan Scott was ap- 
pointed to the newly created post of dep- 
uty chief secretary (4 Jan.). 


INDIA 

Ten pro-Chinese communists and two 
policemen were killed in a gun battle in 
Bihar, authorities said (3 Jan.) Prime 


- 












look into the purchase of Soviet 
helicopters. The four-day __ 
gathering with the Soviets was 
kept strictly confidential — as 
was a later ISIS conference in 
Kuala Lumpur with the Peking 
Institute of Strategic and 
International Studies, held 
from 12-16 December last 
year. 


DRAFTING DISSIDENTS 


Vietnam's show-trial of 
anti-government plotters 
in December was preceded 
by a cross-border raid into 
Thailand. The raid, carried 
out at the beginning of 
December — probably by 
Dac Cong, the Vietnamese 
special forces — was 
directed against a Vietnamese 
dissident group headed by Hoang 
Co Minh, an admiral in the former 
South Vietnamese navy. It is not 
known whether Minh was at the 
base, which is said to be located 
about 3 km inside Thailand, near 
the point where the borders of 
Cambodia, Laos and Thailand 
meet. 


OBAs' BUDGET DAY 


For the first time, annual budgets 
this year of Malaysia's 
proliferating Off-Budget 
Agencies (OBAs) will be 
published at the same time as the 
country's accounts are presented 
on budget day, usually in late 
October. The OBAs are receiving 
mounting criticism from the 


Minister Rajiv Gandhi appointed veteran 
government official V. S. Venkataraman 
as his special assistant (4 Jan.). More than 
60 people were charged with murder, riot- 
ing and arson in anti-Sikh riots following 
Indira Gandhi's assassination, the Press 
Trust of India said (8 Jan.). 


JAPAN 

Prime Minister Yasuhiro Nakasone met 
United States President Ronald Reagan in 
Los Angeles (2 Jan.). 


The opposition Workers Party rejected 
the government's offer to give one of its 
defeated election candidates a seat in par- 
liament (4 Jan.). 


SRI LANKA 

Eight guerillas were killed and five 
wounded in a gun battle with troops at a 
church in the northwestern Mannar dis- 
trict, a government spokesman said (5 
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central bank (Bank Negara) and 
local economists for 
mismanaging large sums of 
public money. Critics havealso f| 
scorned the federal government for | 
failing to keeptheOBAs — which | | 
include public agencies such as 
the various port authorities and 
quasi-autonomous corporations | | 
such as the state oil company, 
Petronas — under stricter 
audited control. Treasury 
officials count at least 41 

OBAs in which the federal 
government holds at least 51% 
equity and which generate at 
least M$5 million (US$2 million) 
annually. 


AROUND THE COUNTER 


The European Parliament has 
initiated a formal study of 
prospects for opening trade 
relations with Pyongyang in 
hopes of exporting precision 
engineering equipment and 
chemical products to North 
Korea. To get around the problem 
of Pyongyang's unresolved debt 
and foreign-exchange shortage, 
the study will explore the 
possibilities of counter-trade for 
North Korean cement, non- 
ferrous metals, magnesia clinker 
and rice. None of the European 
Economic Community's 10 
member countries has diplomatic 
relations with Pyongyang, 
though this will change when 
Portugal, which recognises the 
North, joins the community in 
January 1986. 
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Jan.). Two bishops charged that govern- 
ment troops killed a Roman Catholic 
priest while battling with the guerillas at 
the Mannar church (6 Jan.). President 
Junius Jayewardene told a meeting of the 
ruling United National Party that he had 
turned down an opposition call for a gen- 
eral election (8 Jan.). 


THAILAND 

Ten Thai defence volunteers were killed 
and several wounded when Vietnamese 
troops in Cambodia fired artillery shells X 
into a border district in northeast Thai- 
land (4 Jan.). A Thai fighter aircraft was r 
shot down in an attack against intruding 
Vietnamese troops in the northeast (8 
Jan.). 


VIETNAM . 
Vietnam reprieved two of five prisoners j 
who had been sentenced to death for 
treason and espionage, the Vietnam News 
Agency said (3 Jan.). 
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` D. D WE bo dod 
man the guns at Ampil; civilians flee: a major blow. 


Vietnamese forces overrun a key guerilla headquarters 





By John McBeth and Paul Quinn-Judge in Bangkok 


accurate. On 7 January, the sixth 

anniversary of the overthrow of 
the Khmer Rouge regime, Vietnamese 
troops smashed into Ampil, the head- 
quarters of the Khmer People's Na- 
tional Liberation Front (KPNLF). 

The camp's defenders, estimated at 
5.000 men, and its defences, the object 
of many recent tours by foreign visit- 
ors, proved no match for the onslaught. 
By midday on 8 January most of the 
camp was reported to be in Vietnamese 
hands, and by that evening most of the 
defenders had retreated. 

While the battle raged, Vietnam's 
northern border with China remained 
quiet. It may not continue to remain so, 
however. A Chinese official contacted 
by the REVIEW said his government had 
not issued any reaction to Vietnam's 
current dry-season offensive but 
would likely react “the same as other 
years" — probably, in other words, 
with military pressure on the Sino- 
Vietnamese border. 

Western diplomats say that the Viet- 
namese committed between three and 
four regiments to the attack — proba- 
bly 3,500-4,000 men, backed by artil- 
lery and some 20 armoured vehicles, 
12-15 of which were T54 tanks. The de- 
cisive element in the attack, however, 
seemed to have been artillery. 

The Vietnamese reportedly used 18 
artillery pieces, including 105, 130 and 
155 mm guns and howitzers. The bar- 


10 


F: once the predictions proved 





rage was described by observers near 
the camp as being nearly continuous — 
Thai officers later said that 7,000 
rounds had fallen on the camp during 
the first day. 

At a press conference given while the 
battle was still in progress, a senior 
KPNLF official, Abdul Gaffar Peang 
Meth, said the assault began at 5 a.m., 
when shells began to fall on the camp's 
defence perimeter. An hour-and-a- 
half later the whole camp was under 
fire. 

Tanks and infantry forced two 
breaches in the defences — one in the 
northeast, one in the southeast — and 
converged on the KPNLF's headquar- 
ters and a military school, both located 
near the western edge of the camp close 
to the Thai border. By 7 a.m., other re- 
ports say, the defenders could hear 
tanks moving inside the camp. 

The attackers were forced out of the 
military school and heaquarters, Gaf- 
far said, and by the afternoon KPNLF 
troops had disabled six armoured veh- 
icles — two tanks and four M113 arm- 
oured personnel carriers. By the even- 
ing of the battle's first day, Gaffar said, 
the Vietnamese controlled two cor- 
ridors into the camp. “The other areas 
of the camp are contested areas," he 
said at the conference, but since then 
the situation seems to have deterio- 
rated quickly for the camp's hard- 
pressed defenders. 

The KPNLF suffered a number of 


THE FALL OF AMPIL 





disadvantages. They were intended to 
be guerillas and had been armed and 
trained as such. The heaviest weapons 
they possessed were 82 mm mortars 
and recoilless rifles. Aside from their 
leaders, few of the defenders had ever 
experienced a shelling of such inten- 
sity — and those who had, former of- 
ficers in the Lon Nol army, were prob- 
ably used to giving, not receiving, such 
a barrage. 

Some reports say the shelling was 
extremely accurate: few shells fell into 
Thai territory, and thus the Thais were 
restrained in their return fire — de- 
priving the KPNLF guerillas of any ar- 
tillery cover of their own. And while 
their defensive line impressed visitors, 
some of these noted that it was only a 
single line. Once it was breached by the 
attackers, many of the KPNLF troops 
were cut off. 


he Ampil attack was only the 
most spectacular part of what is 


certainly the most aggressive 
Vietnamese dry-season offensive since 
1979. The offensive began with the 18 
November attack on Nong Chan, and 
since then nine camps belonging to the 
three factions of the anti-Vietnamese 
Democratic Kampuchea coalition gov- 
ernment have been captured by the 
Vietnamese or left to them, abandoned 
A total of 155,000 refugees are now ir 
temporary evacuation sites on the Tha: 
side of the border. 
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Son Sann at Ampil before attack: political pressures. 





Of the coalition's three factions — 
the KPNLF, Prince Norodom 
Sihanouk’s group and the Khmer 
Rouge — the KPNLF has lost the 
most. Seven of its eight camps have 
been lost to the attackers. While the 
battle for Ampil was taking place, 
some 7,700 civilians moved out of the 
nearby KPNLF camp of Sanro. The 
only remaining KPNLF camp is Don- 
grek, which holds about 17,000 people 
— almost all of them civilians. 

Fighting near onelost KPNLF camp, 
O'Bok, resulted on 8 January in the 
shooting down of a Thai air force A37. 
The aircraft, operating over àn area 
where the Thais say Vietnamese troops 
have intruded, was reportedly shot 
down by a Vietnamese surface-to-air 
missile. One member of the two-man 
crew was said to have been killed in the 
incident. ! 


The Khmer Rouge have also suffered 
losses. One camp, Paet Um, was re- 
ported evacuated on 4 .January. 
Another, Ta Luan, was emptied several 
weeks ago. While the fighting, was tak- 
ing place at Ampil, Western.diplomats 
reported another large battle taking 
place between Khmer Rouge and Viet- 
namese troops near the tri-border area 
— the remote zone where the borders 
of Thailand, Cambodia and Laos come 
together. 

There have also been reports of 
heavy artillery and perhaps ground 
fighting around Phnom Milai in recent 
weeks. These, like other engagements 
involving the Khmer Rouge, tend to go 
largely unnoticed. The Khmer Rouge 
do not report them and do not encour- 
age others to do so. 

Previous dry-season attacks, such as 
that against Ampil in April 1983 
(REVIEW, 3 May '83), ran out of steam. 
The present round of operations 
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against border camps has by contrast 
been massive and thorough. Analysts 
attributed the lack of elan of previous 
attacks by the Vietnamese to a number 
of factors: a lack of fuel for supply and 
military vehicles; the attacking com- 
mander’s overconfidence in his own 
forces or underestimation of defending 
troops, or a simple lack of combative- 
ness. The latest onslaught against 
Ampil suggests that this year Hanoi is 
more determined to push through with 
the offensive, no matter what the dip- 
lomatic cost. 

At the beginning of this dry season — 
the monsoon rains usually end around 
October, but were slightly earlier this 


year — a source who is regularly 


briefed by the Vietnamese told the 
REVIEW that this year’s offensive 
would be much bigger than usual. The 
reason appeared to be that the Viet- 
namese military leadership had lost 
patience with efforts to achieve a 
negotiated solution. 


The relationship between the mili- 
tary establishment and the Foreign 
Ministry in Hanoi has not always been 
good (rather ironic, in view of the 
number of retired senior officers in the 
ministry), and the military seems at 
times to have shown something akin to 
impatience with diplomatic ap- 
proaches. 

On one occasion Vietnamese Foreign 
Minister Nguyen Co Thach was in 
Bangkok when the army launched a 
major incursion into Thailand, and in 
1984 he just got out of town before a re- 
peat performance. Vietnam's further 
rebuff at the latest United Nations 
General Assembly session, coupled 
with reports of growing guerilla activi- 
ty inside Cambodia, may have swung 
the argument in Hanoi towards a mili- 
tary attempt at solving the Cambodia 
question. 


hile the fighting for Ampil 

W was still going on, the source 
who spoke to the Review when 

the offensive began reiterated that the 
offensive this year would be “very 
tough” and added that the other fac- 
tions in the coalition government 
would not necessarily emerge un- 
scathed from this dry season's fighting. 

If Ampil was successful, the source 
said, Vietnamese forces might turn 
their attention to the Sihanoukist base 
of Tatum. Contacted during the battle 
for Ampil, Sihanoukist officials re- 
ported a steady build-up around 
Tatum in recent weeks, but said that 
the situation there was still calm. 

But the main object of this phase of 
the offensive seems to be the elimina- 
tion of the KPNLF. Both non-com- 
munist coalition factions — the 
KPNLF and Sihanouk's group — are 
politically more credible but militarily 
more vulnerable than the Khmer 
Rouge, the communist faction. 
Sihanouk's group, however, has not 
grown as fast as the KPNLF and has 
not proven as active. The Vietnamese 
still seem to entertain hopes of draw- 
ing the prince back to Cambodia in 
some ceremonial capacity, which 
would be welcomed by many Cambo- 
dians whostill reverethe royal family. 

The Khmer Rouge, meanwhile, re- 
main militarily formidable, but have 
little political credibility with anyone 
other than their Chinese backers be- 
cause of their genocidal rule in 1975-78 
(pages 37-46). Hanoi apparently hopes 
to eliminate the greater political 
threat, the KPNLF, by military means. 
If successful in this, it could then try to 
eliminate the main military threat, the 
Khmer Rouge, largely by political 
means. 

These might include negotiations to 
bring about a solution to the Cambodia 
question that would eliminate the 
Khmer Rouge and perhaps draw in 
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in this respect are misplaced. 
ibility doesn’t come into the 
on,” 
e Asean country, interviewed 
the battle. “They are guerillas, 



























continued. “If the pressure 
00 strong they' ll have to make a 
tical retreat." 

is, the diplomat said, would not 
the flow of military aid to the 
F. The diplomat added that the 
it would probably not lose too 
iy of its supplies: "They've been 
ady for this, and they've moved. them 
a safe place." He declined to say 
ere the safe place might be. Another 
dline Asean representative seemed 
re concerned by the prospect of the 
F engaging the Vietnamese in a 
ce confrontation than by the pos- 
ty of a KPNLF retreat from 











Ehe Ampil attack may have swung 
opinion inside the KPNLF away 
rom the defence of fixed posi- 
| and in favour of more classic 
lla warfare. The argument over 
desirability of guerilla warfare 
inst more conventional tactics has 
s been pursued among the KPNLF 
idership. ! 
So-called Young Turks in the 
LF are known to have been impa- 
with senior military command- 
eeling that most of them were too 
ached to conventional tactics and 
pany- or battalion-sized exercises. 
ne of the few senior officers who 
$ to favour guerilla tactics is as- 
stant chief of staff Col Prum Vit, who 
been fighting on the border since 
Khmer Rouge seized power in 1975. 
ar, often described as one of the 
ding Young Turks, made no effort to 
ide his views on the subject at the 
conference, “The thinking of 
of us,” he said, “is that the 
NLF cannot continue on the border. 
We have to go in and create bases, 20, 
aybe 30 km inside." This would in- 
volve the creation along the border of 
‘purely civilian bases," Gaffar said — 
ike the present camp of Dongrek, with 
| approximately 17,000 population, 
h has about 100 armed militia to 
naintain security. 
„At the moment, civilian and military 
“areas in most KPNLF camps are sepa- 
rated, Gaffar continued, "but not far 
enough in my view." Another KPNLF 
: official said that the front was not yet 
cin complete agreement on the subject, 
but the mentality is changing in 
vour of guerilla war.’ 











immediate Asean reaction to the | 
-attack suggests that Hanoi’s | 
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not there to defend camps,” the | 































































Chinese-based. Democratic 


not alang En 


Indications are that Mahathir may hold elections before 





October this year to stem further erosion of his popularity 


By Suhaini Aznam and James Clad in Kuala Lumpur 


alaysia enters 1985 with expecta- 

tions running high of a general 
election being held before October's 
budget. And the fact that so many poli- 
tical headaches have carried over into 
the new year actually strengthens the 
view that an early election is on the 
cards. 

A variety of sources told the REVIEW 
an early poll would be a boon to Malay- 
sia's top political leadership, increas- 
ingly besieged by problems that in- 
clude, some critics charge, a few of its 
own making. Topping the list of con- 
tinuing headaches are the Bank 
Bumiputra corruption scandal, the 
vacuum in Chinese political leadership 
caused by the. Malaysian Chinese As- 
sociation (MCA) power struggle and 
intra-Malay disputes about religion 
and royalty. 

And in the background lies a fear 


that world trade could slow down 


again this year, depressing prices of 
Malaysia's commodities exports at a 
time of worrying payments deficits 
and arising amount of public debt fall- 
ing due. 

Under Malaysia's constitution, elec- 
tions must be held every five years, 


with the next one due before April 


1987. Recent governments have chosen 
not to wait the full parliamentary 
term. The 1982 general election, for 
example, was held 18 months before 
the deadline. Electoral Commissioner 
Tan Sri Abdul Kadir Talib said on 2 
January that he has already started 
planning for a 1986 poll, and a regis- 
tration drive will soon be under way as 
house-to-house canvassers and mobile 
units seek an estimated 1 million new 
voters to join the country's existing 6.2 
million voters. 

Accepting that the ruling National 
Front coalition inevitably will return 
to power — in 1982 it took 132 of 154 
federal seats and 294 of 512 state as- 
sembly seats — the issue in the next 
election turns on how much peripheral 
damage non-front parties can inflict 
on the coalition. The only non-front 
parties seriously in the running are the 
l Action 
Party (DAP), which now holds nine 
federal seats, and the Malay-based 
Parti Islam (Pas), which holds just one. 

Some analysts believe the same set of 
political factors, economie uncertainty 
and especially the MCA's disarray, 
clinch the argument against a poll in 
1985. But the only man who can put 
minds to rest is Prime Minister Datuk 
Seri Mahathir Mohamad - —— anig he is 


However, arguments by punters. bet- 


ting on 1985 continue to look persua- 


sive. Those believing Mahathir will opt 
for a poll this year think he will 
thereby be choosing the lesser of two 
evils. The risk of some slight electoral 
losses this year — especially in the 
seats now held by the MCA, the leading 
ethnic Chinese party in the front, and 
also including a few setbacks for the 
United Malays National Organisation 
(Umno), the dominant front partner — 
looks better than a bigger risk in 1986. 
The logic behind this reasoning boils 
down to the UR 
















t impose on. vthe MCA (REVIE 
v. '84), its bitterly divided. 
' cooperate in the: 
tion. Waiting until 1986 
ling any accord achieved, 
r deterioration of the MCA's 
bysmal standing. A large 
CA voter- -support away 


te TUM may suffer if 
C o we the scandal s sur- 


cially in E ast Coast states where some 
Umno majorities are precarious. 

» The prime minister's own popular- 
ity may have taken a bit of a hammer- 
ing during the past year or so, especial- 
ly within the Malay community as it 
ponders the inconclusive results of two 
intra-Malay disputes closely identified 
with Mahathir — a constitutional row 
over the status of the country's 
hereditary rulers in the closing months 
of 1983 and the heated exchanges con- 
cerning. ‘the nature of the Islamic move- 
ment in Malaysia during 1984. 

» Despite optimism in the Treasury, 
the economic situation may not justify 


. predictions of 6% real growth in gross 


domestic. product this year. In fact, 
most economists contacted by the 
; privately fear the compara- 
tively good returns from 1984 — which 





o on. a. commodity boomlet in the 






er — may not be repeated 
this s year. Meanwhile, imports and ser- 
vice payments are steadily growing 





d ical Molane from 1984 







€ iE th T C X eral. 

a Japanese-lin l 
Rare Earth, to store radi 
in a predominantly Chin 7 

though recent remarks by Depu uty 
Prime Minister Musa Hitað nd 

the government may have ssi 
thoughts on the latter issue. 

And, however legitimate ithe. au- 
thorities’ actions, recent evictions of 
predominantly Chinese ‘squ: tters in 
several localities have also resulted in 
political mileage for the DAP; which'in 
all these disputes has worked hatd to 
mobilise local communities: This 
growing DAP support could swell. even 
further in 1986 — another Tréason, 
sources say, to get the election over. 

While inroads by the DAP. concern 
the front as a whole, Pas’ Islamic ap- 
peal can only be headed off by Umno. 
For Mahathir, a TV debate’ E heduled 


for 11 November 1984 but cancelled on 


8 November, was a tactic 16°28 this. 
Despite a belief here that''MaWathir 
might actually have connivéd'‘at its 
cancellation, it is known tWát he did 
not take the decision Ms and that 


right up until the last’ ay cials 
ais ment 


from the Prime Minister's De 
doggedly pressed for the aut 
qoe political impact of thé eens 
tion, though muted, is Pu onsi- 
derable. Sources close to güVettiment 
thinking concur that the catícellation 
is the most unambiguous DES rebuke 
delivered to Mahathir since he became 
prime minister in July 1981. These 
sources see many ironies in the event. 
To begin with, the debate was called 
off by none other than the Yang di-Per- 
tuan Agung, or king, one of the princi- 
pal figures prompting Mahathir's 1983 
campaign to push through constitu- 
tional changes giving the king no 
choice but to sign bills passed by par- 
liament. 
In the event, however,’ stubborn 
royal opposition led finally to revised 
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explicit; and 
new, legislative role a the king, who 
may now hold up passage of laws 0 
days and even suggest changes. 
Nonetheless, Mahathir prevailed on 
the crucial issue: existing and future 
kings and all state sultans are now con- 
stitutionally barred from delaying 
royal assent beyond a certain period. 
The new king, Sultan Mahmud Is- 
kandar of Johor, took the throne in 
early 1984. His coronation took place 
on 15 November 1984, and one reason 
Mahathir acquiesced in the debate's 
cancellation was its proximity to this 
event. Sources said first signs from the 
reign show that the new king may be 
prepared to explore the boundary be- 
tween an activist role and the limits to 
Malaysia's parliamentary kingship — 
moves not likely to be viewed with 
much favour by Mahathir or Musa. 
Very little public comment has fol- 





‘lowed the debate's cancellation. But 


despite the prime minister's impres- 
sive hold on his party — a grip 
strengthened since the Umno general 
assembly in May 1984 — some 
undercurrents can be felt. If Mahathir 
sees any truth in the “slippage” theory 
of his popularity, sources say he might 
be doubly resolved to go for an early 
election which would remove any 
stigma, real or imagined, and restore 
his legitimacy. An early poll, these 
same sources said, also conforms to the 
prime minister's preference for action. 
He is known to be tired of the incessant 
politicking distracting the country 
from its development targets. 

But the arguments pro and con an 
early poll are by no means settled. One 
practical detail concerns the timing of 
the Sabah state election. If federal and 
Sabah state elections could be held at 
the same time — Sabah Chief Minister 
Datuk Harris Salleh must seek dissol- 
ution before April 1986 — some sav- 
ings could be made. The 1982 election, 
excluding state elections in Sabah and 
Sarawak, cost M$8.5 million (US$3.5 
million). Sources in the Election Com- 
mission said it hoped that neighbour- 
ing Sarawak would also agree to an 
early dissolution of its own assembly, 
allowing concurrent nationwide par- 
liamentary and state elections for the 
first time since the country's indepen- 
dence. 

For the time being, however, these 
considerations — together with such 
mainline political factors as religion, 
royalty, bank scandals and the econ- 
omy — are taking a back seat to the ur- 
gent need to conjure up a workable sol- 
ution to the MCA crisis. One thing 
seems certain: whatever agreement for 
solving the MCA's leadership struggle 
emerges before the Chinese New Year 
in February, the arrangement seems 
destined to be temporary — designed 
to patch up the electoral machine as 
best as possible. ü 
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Other factors besides 
money may have led to 
Singapore quitting Unesco 





By V. G. Kulkarni in Singapore 


ingapore's decision to quit Unesco 

makes it the first Third World 
country to follow the United States 
and Britain out of the United Nations 
agency. The decision came as a sur- 
prise to Singapore's Asean partners 
who cherish their memberships of var- 
ious international agencies. While the 
stated reasons for the action were en- 
tirely budgetary, the real motive could 
be more intriguing and would also 
serve to explain Singapore's divergence 
with the direction of various UN-relat- 
ed agencies in the past decade. 


After the official notification of the | 


required one-year notice of with- 
drawal, Singapore Ambassador to 
France David Marshall, who is also 
permanent representative to Unesco, 


highlighted the monetary wo E | 


"We are a small country and we 


got priority objectives for our limited  — 


resources." A Foreign Ministry 


spokesman added that small countries — 


such as Singapore had been asked to 
pay a disproportionate share of 
Unesco's budget. 


Singapore's contribution to the 
Unesco budget increased by 100% in — 


the decade 1965-75 and rose by 
another 400% between 1975 and 1985. 
In absolute terms, Singapore paid 
US$352,000 to the organisation's two- 
year (1984-85) outlay of US$391 mil- 
lion. 

UN agencies base their budgetary 
contributions on the per capita in- 
comes of member nations worked out 
over a 10-year period. Countries with 
per capita incomes of less than 
US$2,000 a year are given a concession 
to which Singapore is not entitled. The 
richer members make up the differ- 
ence, with the largest contribution set 
at 25% of the budget, which was paid 
by the US until last year when it left 
the organisation. 

Singapore spokesmen point out that 
the amounts paid by developed West- 
ern countries had remained stable in 
the past decade while those paid by 
socialist-bloc members had gone 
down, an equation based on questiona- 
ble statistics, they maintain. 

Singapore was also the sole member 
to vote against this budgetary-alloca- 
tion principle. Although the absolute 
sums involved are small compared with 
Singapore's capacity to pay, the govern- 
ment has made it a matter of principle. 

Singapore has been rather inactive 
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in many of the specialised UN agen- 
cies, particularly Unesco. Marshall 
said Singapore “had kept a very low 
profile [in Unesco] in the past six years 
...and we have been more absent in the 
past few years than present.” Singa- 
pore's National Commission on 
Unesco — every member-nation has 
one — has been conspicuous by its in- 
activity. In 1984 there were only two 
small workshops relating to computers 
and scientific subjects held in Singa- 
pore under Unesco auspices. 

But there is more to Singapore's dis- 
satisfaction with UN agencies than 
mere budgetary contributions and the 
absence of programmes useful to this 
newly industrialised country. Singa- 
pore has been out of harmony with the 
general thrust of UN agencies, particu- 
larly the 160-member Unesco, over the 
past decade. 

Since the late 1970s, under 
Senegalese director-general Amadou 
Mahtar M'Bow, Third World countries 
— particularly African states — have 
dominated Unesco by sheer numbers. 
Unesco's activities have tended to take 
a decidedly strident political tone 
which the Western nations have 
deemed to be hostile to their interests. 
The communist bloc has made tactical 
common cause with the developing 
world, much to the discomfort of the 
West and Singapore, which has cast its 
commercial lot with the market 
economies of the US and Western 
Europe. 


he high point of controversy in 

Unesco began with its attempt to 
usher in a New World Information 
Order (NWIO) which was highly criti- 
cal of dominance of the world’s mass 
media by the West. Various authorita- 
rian Third World countries and the 
communist bloc supported the moves, 
which found little favour with Singa- 
pore. Although Singapore does not 
quite support the Western concept of a 
free press, it could gain little by back- 
ing an overtly anti-Western Unesco 
plank. 

Unesco's moves to encourage na- 
tional newsagencies did not suit 
Singapore either. Singapore has no 
newsagency of its own, nor does it plan 
to have one. The attempts by Third 
World countries to share news by pool- 
ing arrangements also made little 
headway in Singapore. This mercan- 
tile city-state is more in tune with news 
of the urbanised West than the con- 
cerns of rural-oriented developing na- 
tions of the Third World. Although 
Singapore is a member of the non- 
aligned movement, it has been 
lukewarm to that grouping's plans for 
sharing of news, which are similar to 
those of Unesco. 

Another major irritant to the West 
has been Unesco's continued pro- 
nouncements on world disarmament. 
While Singapore may not object to the 
utopian concept of universal disarma- 
ment, it makes no secret of its need to 
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align with the Western powers for its 
national as well as regional security. 
Vulnerability to external enemies, be- 
cause of the tiny size of this country, is 
an obsession with the avowedly anti- 
communist government of Singapore. 

Unesco, like other UN forums, has 
not shied away from denouncing the 
occupation of Arab territories by Is- 
rael. Resolutions upholding the Pales- 
tinian cause and berating world 
Zionism as racist are routinely passed 
in most UN forums where the US does 
not have a veto. Singapore, which has 
developed close relations with 
Jerusalem, must find this anti-Israeli 
barrage rather uncomfortable. 

Even in the sphere of non-controver- 
sial programmes, Unesco has not made 
much headway in Singapore. Unlike in 
Indonesia, Egypt, India and Cam- 
bodia, there are no great cultural relics 
in Singapore which are threatened and 





need restoration. Nor has the local 
government shown interest in 
unearthing its distant archaeological 
past, despite evidence of a thriving 
neolithic civilisation in Southeast 
Asia. 

Unesco's endeavours in fostering 
scientific research have little scope in 
Singapore which would rather buy its 
applied technological needs from the 
West than worry about the pos- 
sibilities of pure science. 


» James Clad writes from Kuala Lum- 
pur: Privately, sources close to govern- 
ment thinking here described Singa- 
pore's move as one "taken at a conve- 
nient time." Singapore has made no 
secret of its indifference to many inter- 
national agencies’ work programmes, 
these sources said, but the timing of its 
move — so soon after the US pullout — 
drew the general conclusion that, in 


the words of one Kuala Lumpur dip- 
lomat: *He [Singapore Prime Minister 
Lee Kuan Yew] is obviously out toc 
please Washington. " 

The irony is that, even if Malaysia 
had harboured doubts about Unescc 
severe enough to contemplate a similar 
move (which it has not), Singapore's 
decision "makes a contrary Malaysian 
attitude almost inevitable," one dip- 
lomatic source said. As if to make the 
point, Education Minister Abdullah 
Ahmad Badawi confirmed on € 
January that Malaysia would remain 
in Unesco. 

Malaysia's contribution to Unesco in 
1983-84 amounted to US$179,244 — 
not a particularly burdensome load foi 
a country with a gross domestic pro- 
duct last year of M$72 billion 
(US$29.27 billion). Malaysia's share ol 
Unesco's 1984 budget came to just 
0.09% — the same as that borne by all 

the Asean countries, including 

Singapore, which now justifies 

its proposed departure partly 

on grounds of cost. 

In return for Unesco mem- 
bership, Malaysia has received 
over the years what sources in 
the National Commission for 
Unesco and the Foreign Minis- 
try described as "significant 
benefits." Even though the 
amount of strictly cash benefit: 
has declined as Malaysia ha: 
grown richer, the perceived in- 
tangible advantages still out- 
weigh such returns as the di- 
minutive US$50,000 received 
directly last year from the 
agency's various "participation 
programmes. " 

These intangible advantages 
include educational (especially 
curriculum review) consultan- 
‘cies, scientific exchanges anc 

even some cultural-programme 
advice. Participation in more 
“visibly political programmes 
such as the NWIO, is generally 
confined to government state- 
ments praising the program- 
me's aims and objectives, rather than 
in financial support. 

But at the rhetorical level Malaysia's 
leadership feels more drawn than 
Singapore's to visions of a Third Worlc 
information flow independent ol 
Western newsagencies or other West- 
ern media. Malaysia has given signifi- 
cant support to such projects as ex- 
panding its news-exchange agree- 
ments with other developing countrie: 
after a government-sponsored study 
several years ago said "too little infor- 
mation about the developing world i: 
getting through to Malaysian readers." 

These views are publicly espoused at 
Paris NWIO meetings and at suck 
gatherings as the February 1984 non- 
aligned movement's  Informatior 
Ministers’ Conference in Jakarta. Ma- 
laysia's top leadership on occasion ha: 
fiercely criticised what it sees as th« 
Western media's control of news. p 
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ilting with Reagan. It also came asthe 


tors make an interesting commen- 
on Japan's emerging stature as a 
ajor global actor. | 

“Even five years ago a Japanese 
a would not have assumed so 
nent a role, and the fact that we 
ld discuss everything but the 
tchen sink underscores that the idea 
3f a global partnership with Japan is 
not just a vision, but a reality," a State 
Department official told the REVIEW. 
he meeting, which lasted nearly three 
jurs, was the fifth between the two 
ds of state in the past two vears. It 
s preceded by a 90-minute meeting 
ween US Secretary of State George 
iultz and his Japanese counterpart 
iintaro Abe. 

The Reagan-Nakasone meeting was 
m inated by two main issues: trade 
arms control. But given that the 
eeting took place against the 
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| her japanese visit the homes of 
friends or colleagues they cus- 
omarily beàr gifts. But Japanese 
Prime. Minister Yasuhiro Nakasone 


ions. of Australia, New Zealand, 
w Guinea and emn EE the 














to yihe United States — -as dm 
ed by the beef-quota concession made 
to the US in 1984 at the expense of 
Australia and New Zealand — Japan is 
now attempting to woo nations with 


S president embarked on an impor- 
int arms-control initiative. All these - 


ill seem an implausible Santa Claus > 
when he visits the South Pacific na- | 


teln Kohl. and Br itish Pine Minis. + 
r Margaret Thatcher as an equal in 
ie procession of Western allies con- 






derscored — but 
problems 


backdrop ofa US$35 billion trade de- 
ficit with Japan and growing US frust- 
ration over market-access problems, it 
was. remarkably harmonious. Once _ 
again it was Nakasone who stole the 
show by taking the initiative, telling 
Reagan at the outset that. he was 
tely” aware that there were serious 


| ration on the US side and that he 


-was determined to solve them. 


. ihe, Japanese prime minister then 
emphasised the importance of follow- 
ing up trade talks at a high ministerial 
level, went into great detail about tele- 
communications and high-technology 
problems, and guaranteed hisown per- 
sonal involvement in reviewing all 
problems brought to him by the new 
seven-minister committee he has set. 
up, a body that will also include three 
foreign members including the presi- 
dent of the US Chamber of Commerce 
in Japan. | 

Nakasone's pre-emptive strike as- 


sured smooth sailing and permitted 


both leaders to take a statesman-like | 
approach both to bilateral problems 
and to the pressing global issue of arms 
control, on which both sides reaf- 
firmed their mutual security commit- 
ment — with Tokyo emphasising the 
importance of a "united front" of the. 
"Nato-plus" allies vis-a-vis the- 
Soviets. A gleeful senior US official. 
summed up the situation: “Nakasone | 
came with our agenda." And Reagan 
said the talks convinced him once 





akasone’ S piinia South Pacific tour may boost | 
orale but that may not be enough 


less political eye. Tokyo is offer- 
ing glimpses of Japanese culture and 
words of “Pacific cooperation.” For in- 


stance, he is expected to offer more | li 


government post- and undergraduate 


scholarships to each country's stu- | lia's 

dents, and in New Zealand a proposal 
will be discussed to offer special work- 
ing-holiday 


visas to young New 
Zealanders and Japanese. | 
While such cultural “concessions” 


are genuinely appreciated, festering | E 
trade issues —- particularly Japan's | hi 


rigid farm-trade barriers — weigh far 
heavier on the minds of Nakasone's 
host nations. Japan, Australia's 
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| deficit in the range of US$ : 
State Department off 
point to a little-noticed benefit the US 





receives — Japan’s long-term invest- 


ment (not including direct investment) 
in the US in 1984 totalled about US$40 
billion, thus helping Washington fi- 
nance its deficit. Reagan himself con- 
| pene in off-the-cuff remarks jeune a 
p rude session that the US. trae 






elettronic: and compute l telecom- 
munications, medical equi pment and 
pharmaceuticals, and forestry pro- 
Tha mi in which areas jt is reckoned 


aad Abe, but will seek to ' ‘reinvigorate 
existing mechanisms,” as Nakasone 
' explained, rather than create new in- 
- stitutions for addressing trade issues. 
. The new elements in this approach are 
. that they reflect a new top-level politi- 
cal commitment and that the focus is 
on specific problem areas. ^.  . 

. Clyde Prestowitz, the US Commerce 
Department counsellor for .J: japanese 
affairs, was sceptical abou t the new 
approach explaining | to thé e REVIEW 


on Northeast Asian issues last October, 
Hayden described Japari's present de- 
fence re-equipment programme as “es- 
sential” in the light of Soviet: “provo- 
cation” in its region. .. pis 

In the case of New Zealand! just four 
weeks before Nakasone’s visit, the Ja- 
panese Government persugded New 
Zealand officials to enter intó'à second 
three-year export-restraint deal, be- 
ginning this April, for prepared edible 
fats — which J. apan claims is the con- 
traband of butter in disguise. One or 
two minor trade concessions are ex- 
pected as a result of Nakásone's visit, 
but they are most unlikely to assist 
trade in primary products. Bilateral 
trade is roughly balanced — -New Zea- 
land's exports in calendar 1983 were 
worth about NZ$1.1 billion (US$518.9 
million), with imports from Japan a lit- 
tle higher — but Japan clearly enjovs 
higher market penetan oi, in New 
4 ealand. 
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| that while "Nakasone's commitment 
| means the Japanese will do a few 


things — maybe buy a satellite or pass 


|a law — the larger market-access 


problems won't be resolved." But à 
senior US official said: “When we've 
gotten commitments at this level from 
this man [Nakasone], they've been car- 
ried out." 


n his parting remarks Nakasone 
hinted that Japan would accelerate 
its economy, projected to grow by 4.6% 
in 1985. He said: "Japan will bfoinote 
economic policies that will enhance 
growth led by domestic private de- 
mand." Reagan in his final remarks 
was candid about the potential dam- 
age growing protectionist sentiment in 
the US could wreak, explaining: "Fail- 
ure to overcome these obstacles in 
trade will complicate our ability to ful- 
fil the vision of international partner- 
ship between Japan and the US that we 
both share.” . |. N 
JA Beyond trade (which totalled US$85 
billion in 1984), a major concern of 





Fiji saw its exports to Jap: 
dive from US$35.85 millioi 9 
US$5.75 million the next year, when 
the sugar price collapsed and has been 
hard pressed to make up the difference 
with alternative offerings. It is, 
nonetheless, finding new. markets in 
Japan for a range of vegetables and 
tropical fruits. Fiji's trade with Japan 
is currently running 6: 1 in Japan's 
favour. 

Papua New Guinea is the exception 
as far as figures stand, with exports to 
Japan in 1983 valued at about US$318 
million against imports of US$140 mil- 
lion. It expects approximately doubled 
exports in the next year or two when 
new copper mines are expected to come 
into production. But it could do much 
better still — and as a developing na- 
tion feels it is entitled to this privilege 
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others, Nakasone extra 
from Reagan that the USS 
negotiate any agreement with 
which permits Soviet 8820 mis 
be moved from Europe to Asia. | 
A senior Pentagon official ! 
REVIEW that of 387 SS20s curret 
ployed, 135 are east of the Ural 
cording to US officials, nin: 
SS20s have been deployed in 
the past year and new Soviet bas 
struction suggests that more = 
will be deployed. Reagan reafi 
his global approach, saying in h 
parting remarks that in talks with 
Soviets, the US will “keep vers 
in mind the interests of our friend 
allies in Europe and Asia.” —— 
Another Japanese concern is tk 
pact on Japan of the new US-¢ 
arms talks, in particular the m 
of Reagan's proposed’ Strate 
fence Initiative (SDT), : 
known as Star Wars, w hich $ 
create the technology to shoot d 
incoming Soviet missiles, thus theo 
ically protecting US cities from attat 
The Japanese are worried that the: Spi 
will undermine the US commitment to 
Japanese security if the defensive um- 
brella — if and when it ever comes 
being — covers only US territory ary 
not extended to protect allies as well. 
Several West European countries 
which also rely upon the US nucie 
deterrent have expressed a simi 
concern. In the face of such oppositio: 
the administration appears to 1 
scaled-down its initiative to fócu 
research and development to prot 
US military targets. 
Nakasone stopped short olac 
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been very beneficial to the US. A 
top American official said Japan's 
foreign-aid programme, which has 


been increased by 10% along with a^ 
6.9% increase in defence spending, has” 


gone in large measure to key US allies 
such as Egypt, Turkey, Pakistan and 
South Korea. He said the US opposed 
Japan's lifting of sanctions against 
North Korea, but said that Japan has 
been supportive of US policies in 
Southeast Asia and helpful in US rela- 
tions with China. 

There was little discussion of 
Japan's role in defence burden-shar- 
ing. A senior Pentagon official said 
that the US is pleased with the growing 
frequency and sophistication of US- 
Japan joint military exercises and in- 


Japan's first space probe blasts off, 
8 January: 'no' to star wars. 


creasing coordination of defence plan- 
ning. Moreover, US officials point to 
the fact that Japan is contributing 
US$275 million of the US$375 million 
it will cost to deploy two squadrons of 
F16 fighter-jets at Misawa in April. 

But US officials say that at its pre- 
sent rate of defence spending, Japan 
will not reach its goal of attaining the 
capability of defending its air and sea 
approaches and its sea-lanes out to 
1,000 miles. US officials also admit 
that nothing tangible has yet de- 
veloped out of the bilateral agreement 
to allow Tokyo to export military tech- 
nology to the US, though there are a 
number of dual-use technologies such 
as fibre optics and high-speed gallium 
arsenide computer chips in which the 
Pentagon is interested. 

Overall, the Reagan-Nakasone 
meeting appeared to solidify the bur- 
geoning US-Japan global partnership, 
though it underscored that trade issues 
are the Achilles’ heel of the relation- 


ship. o 
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Guns over butter 


Defence Minister Dung’s speech at the army's 40th anniversary 
celebrations reflects the military’s conservative world view 


By Paul Quinn-Judge in Bangkok 


L: Duc Anh, the officer in overall 
charge of military operations in 
Cambodia, is one of two men recently 
promoted to full general — the highest 
rank in the Vietnamese People's Army. 
Thé promotions apparently became ef- 
fective on 22 December 1984, the 
army's 40th anniversary. 

Anh, a southerner and close wartime 
associate of State Planning Commis- 
sion chief Vo Van Kiet, was elected to 
the politburo in 1982 and is also a vice- 
minister of defence. The other officer 
promoted is Le Trong Tan, a member of 
the party's central committee, chief of 
general staff and also a vice-minister 
of defence. Tan, a northerner, once 
served as a divisional commander at 
Dien Bien Phu, the site of the disas- 
trous French defeat in 1954. 

Only four other Vietnamese officers, 
including Vo Nguyen Giap, father of 
the Vietnamese armed forces, and pre- 
sent Defence Minister Van Tien Dung 
hold this rank. No formal announce- 
ment of the promotions was made but 
Anh, Tan and at least one other general 
were listed with new ranks in official 
coverage of the anniversary celebra- 
tions. Anh's appearance during the 
celebrations was brief — he was prob- 
ably preoccupied with the present 
Cambodian offensive. 

Dung's speech at the main anniver- 
sary celebration was a good illustra- 
tion of the military's more conserva- 
tive world view. The government's 
principal tasks at the moment are sum- 
med up in the ubiquitous slogan: 
"Build and defend the country! " 

But different leaders tend to em- 
phasise different parts of the slogan. 
Most civilian leaders tend to stress 
economy over defence. Party Secre- 
tary-General Le Duan himself sug- 
gested a programme of modest eco- 
nomic outreach to the non-socialist 
world in mid-1984. Most recently, the 
central committee's seventh plenum, 
which met in the middle of December, 
put the stress on increasing food pro- 
duction and the manufacture of con- 
sumer goods. 

The plenum noted with disquiet that 
food production had not hit its target 
of 18 million tonnes in 1984 — though 
it had grown by 300,000 tonnes. This 
disappointment was attributed to 
three factors: disastrous weather, poor 
management and China's efforts to de- 
stabilise Vietnam. 

Dung tends to take a more narrow 
view of the country's problems. He em- 
phasised security in his speech, 


enumerating the threats from hostile 
external forces — threats which, he 
implied, demanded a tireless commit- 
ment to defence and a close relation- 
ship with the Soviet Union. Vietnam, 
Dung said, now had the most powerful 
army in its history. In his view, the 
country needs it. 

"Adventurist and bellicose forces" 
in the United States, according to 
Dung, were "insanely" pursuing the 
arms race and the militarisation of 
space, Washington, he warned, is rein- 
forcing its alliances with Japan, South 
Korea and Peking, and Southeast Asia 
was one of the "hottest areas" in the 
struggle between revolution and 
counter-revolution. Since last April, 
China had "turned up a notch its mili- 
tary escalation,” Dung said. (A few 
days after the speech, Hanoi claimed 
that more than 400 Chinese troops had 
been killed in recent border fighting.) 


he basic thrust of the defence min- 

ister's speech seemed to be that to 
survive in a hostile world, Vietnam had 
to be militarily strong, firmly socialist 
(the army is thought to be less en- 
thusiastic about the present economic 
policies than most civilian leaders) and 
closely allied to the Soviet Union. 

The Vietnamese military men are 
often held to be the most pro-Soviet seg- 
ment of the Vietnamese leadership, per- 
haps partly because they are so depen- 
dent on the Soviets for military equip- 
ment and partly because the Vietnam- 
ese armed forces are being modernised 
along Spyiet lines. Dung was certainly 
warm in his references to Moscow. 

At oné point he offered thanks to the 
Soviets for their “great and precious 
aid” and later stressed that the armed 
forces had benefited enormously from 
the study of the “rich experience of the 
fraternal socialist armies, in particular 
the Soviet army and navy. 

The anniversary celebrations also 
underlined the waning of Giap. Other 
officers of his era such as Hoang van 
Thai, a member of the unit formed in 
December 1944, wrote articles com- 
memorating the anniversary. Giap, it 
appears, did not. 

The general, who has not always 
seen eye to eye with Dung on military 
tactics and organisation, received only 
passing mention in the lists of dig- 
nitaries attending the various meet- 
ings. It seems his meeting with foreign 
journalists at Dien Bien Phu in 1984 
(REVIEW, 24 May '84) may have been 
his last hurrah. 
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€ ON several occasions in this col- 
umn, I have taken issue with the great 
panjandrums of American jour- 
nalism — the syndicated columnists. 
I took some satisfaction in showing 
how William R. Buckley had criti- 
cised Hongkong for carrying out pub- 
lic executions (though no execution 
has taken place since the late 1960s) 
by transferring a multiple execution 
which had occurred in his favourite 
country, Taiwan. And when he sub- 
sequently claimed he kept in touch 
with Hongkong affairs via re- 
tired correspondent-turned-novelist 
Robert Elegant, I was delightedly able 
to point out that Elegant had long 
since taken up residence in Ireland. 

At about this time last year 

(REVIEW, 19 Jan. '84), I remarked on 
the complaints by The New York 
Times correspondent Flora Lewis 
that Third World news went unre- 
ported, suggesting that she used her 
own column for the purpose. Also, 
another star columnist for the same 
newspaper, James Reston, had refer- 
red to 1983 as a year of “rebellions 
and hideous massacres" in Southeast 
Asia. Such ignorant pontificating on 
the part of columnists — if they are 
unfamiliar with this part of the 
world, they have at their disposal the 
services of a staff of researchers — is 
difficult to forgive. 
è I WAS sorry to hear Alistair Cooke 
praising both Lewis and another New 
York Times columnist William Safire 
(he who believes that it's quite right 
for the United States to assassinate 
Nicaraguan leaders but not permissi- 
ble for them to attempt to do the same 
in the US). Cooke admired their com- 
ments on China's admission in the 
pages of the People's Daily that 
Marxism and Leninism cannot “solve 
[all] our present-day problems." (The 
bracketed word 'all' being a later of- 
ficial revision — duly taken account 
of by Safire, though Cooke was under 
the impression he had not.) 

Both saw China's dumping of the 
dogma as new and surprising though, 
as anyone with any pretensions to 
knowledge of China knows, Peking 
has been subordinating ideology to 
progress — and saying so — since 
1978. What other interpretations are 
possible of the sentences “It does not 
matter whether the cat is black or 
white as long as it catches mice," 
“Learn truth from facts" and “One 
nation, two systems " — all slogans of 
Deng Xiaoping? 

Both columnists saw the People's 
Daily report through the eyes of Mos- 
cow and Eastern Europe. Lewis, from 
West Berlin, reported official Polish 
amazement at China's audacitv, fore- 
saw the loosening of Moscow's grip on 
its empire and commented: “For once 
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there is really good news." Safire was 
gloomy, if not apocalyptic: "If the 
Soviets cannot stop the Chinese turn- 
around politically, the threatened 
men of the [Soviet] politburo may 
think they are forced to do it militar- 
ily. That way lies World War III.” 

So, it appears that Safire fears the 

collapse of socialism because it could 
trigger off a general conflict. Some 
rightwing warrior he! He added: “It 
may turn out that our next major 
peacemaking task in the next century 
will not be between ‘us and them’ but 
between 'them and them'." There is 
much arrogant assumption of the US 
role as world policeman implicit in 
that remark (anyway, wasn't the 
Peacemaker a type of gun in the Wild 
West?). 
e SUCH reaction is that of typical 
Western ideologues. Apparently un- 
conscious of what China has been 
doing for the past four years or more, 
the somewhat unsurprising words of 
a Peking newspaper are given enor- 
mous weight. And there can be no 
doubt of Safire's ignorance: "If the 
Chinese succeed in just feeding them- 
selves with a market economy, the 
neighbouring Soviet system will be 
shown to be a failure." 

I have news for Safire: China has 
been a net exporter of food and live 
animals for decades. Food supplies 
have been enormously boosted in re- 
sponse to the agricultural reforms of 
the past four years — the value of ag- 
ricultural production has grown at 
nearly 8% yearly since 1979, while 


rural incomes have more than dou- | 


bled. (In real terms the average rural 
per-capita net-income increase was 
98.5% — a yearly average of 14.7%.) 
In 1983 the net surplus of exports 
(food and live animals) over imports 
was nearly US$1.9 billion — and the 
source for these figures is the CIA! 
Safire should know about this, for 
the US Department of Agriculture 
estimates that, during 1985, China 
will export 1 million tonnes of grain 
and as of the end of October 1984 Pe- 
king had purchased only slightly 
more than half of the 8.2 million ton- 
nes of grain it had contracted to buy 
from the US — a source of discontent 
among American farming communi- 
ties. And yet Safire apparently be- 
lieves that China has been a food-de- 
ficit country and might one day "suc- 
ceed in just feeding themselves" — 
because of something he read in a 
newspaper. 
€ MY venting of pent-up spleen 
against the monstrous regiment of 
joggers (REVIEW, 2 Aug. '84) excited 
remarkably little resentment and 
some applause. Several people resent 
the way they either render pavements 
dangerous or monopolise carriage- 


ways and, during the hours of dark- 
ness, remarkably few of them bother 
to wear reflectors or luminous cloth- 
ing to warn the passing motorist. 
Anyway, lam relieved to read numer- 
ous articles which would indicate 
that the medical profession is coming 
round to the view that jogging does 
more harm than good. 

However, I find myself rather un- 

comfortably in agreement with the 
Kremlin on this. R. Burelli of the Em- 
bassy of Venezuela in Madrid reports 
that the Soviet Government, in a note 
recently circulated to foreign embas- 
sies in Moscow, forbade all jogging by 
foreigners on Moscow streets as "an 
incorrect influence and a danger to 
traffic.” The note, however, added 
that, for those so inclined, there were 
a number of parks where jogging was 
permissible. 
e THE most infamous misprint 
keeps reappearing. Several readers 
have drawn attention to a readership 
survey questionnaire conducted ear- 
lier this year by the Nihon Kezai 
Shimbun (the Japan Economic Jour- 
nal). If you tick Box 9, you're due for 
promotion: 


F9. In what areas of your company's 
operations do vou have 
responsibility? 


1 O Administrative 
C] Finance 
3 O Accounting 
O Corporate pen 
C General affairs 
| LJ Personnel/ Labor 
O Sales/Marketing 
O Advertising/Promotion 
9 [7 Pubic relations 
0 OD Purchasing 
| O Production/ Mfg 
2 O Engineering 
3 D Product R&D 


B BANKER Richard Carss, motor- 
ing in semi-rural Japan, photo- 
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graphed a prima donna strictly obey- 
ing traffic regulations: 
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P An n ODIAN task 


The two Koreas seem to be putting aside their historic 





enmity as pressures for rapprochement build up 


— By Richard Nations in Tokyo 


his could be the year of detente on 

the Korean peninsula even though 
North Korean President Kim Il Sung 
has "postponed" scheduled talks with 
Seoul until United States-South Ko- 
rean military exercises are suspended. 
The move is probably less an effort to 


- sabotage dialogue with the South, 
which Peking strongly backs, than to 
— highlight the growing US naval activi- 


ty in the region as a concession to Mos- 
COW. Pyongyang could return to the 
table even if "Team Spirit 85" goes 
ahead 1 February. 

The incentive for talks is strong. The 
1988 Olympic Games, to be hosted by 
South Korea, and the shifting naval 
balance in the western Pacific add new 
factors to the precarious regional 
power equation, and both regimes 
seem to regard talks rather than con- 


—  frontation as the best way to adjust. 
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On 17 January the two sides were 
- scheduled to meet at the Panmunjom 
_ truce village to continue the first eco- 
“nomic dialogue since the Korean War; 
and five davs later an 84-man delega- 
tion from Pyongyang will arrive in 
Seoul for the eighth round of “full- 
fledged" Red Cross talks, broken off in 
acrimony 11 years ago. 

Neither of these sets of talks was ex- 
pected to achieve concrete, let alone 
quick, results. But the very fact that 
they have been scheduled — despite a 
30-minute shoot-out when a Soviet of- 
ficial defected to the South in the de- 
militarised zone on 23 November 1984 
— is seen as evidence of both sides' de- 
termination to preserve the surpris- 
ingly friendly atmosphere which blos- 
somed after Seoul accepted Pyong- 
yang's offer of relief goods for flood 
victims last September. 

The defection of junior Soviet dip- 
lomat Vasily Matuzok triggered the 
first exchange of fire in the truce vil- 
lage and had all the ingredients of an 
international crisis. Soviet Vice— 
Foreign Minister Mikhail Kapitsa was 
in Pyongyang at the time, and Moscow 
would have welcomed a permanent 
rupture in the North-South dialogue 
— which it views as evidence of 
China's growing influence in the 
peninsula — as adequate compensa- 
tion for the embarrassment of 
Matuzok's ultimate defection to the 
United States via Italy. 

But both Pyongyang and Seoul 
swept the affair under the carpet, and 
1985 opened with the Korean penin- 
sula moving along a path of negotia- 
tions with China, the US and Japan — 
all working behind the scenes to pro- 


mote detente between the two Koreas. 
“I think [North Korea's] open-door po- 
licy is genuine," one of Japanese Prime 
Minister Yasuhiro Nakasone's senior 
advisers told the REVIEW. 

"The gap between South and North 
is growing and soIthink that the North 
is compelled to face reality, adjust to 
the present world and modernise its 
economy; it is a development to be en- 
couraged," he added. Japanese offi- 
cials hasten to add that they see no evi- 
dence of North Korean President Kim 
Il Sung's abandoning his life-long am- 
bition of unifying the Korean penin- 
sula under communist rule. 

But they think Kim is 
very sensitive to shifts in 
the regional power bal- 
ance over the past 15 
years since he launched 
his last, and soon discre- 
dited, "peace  offen- 
sive." They believe that 
the current policy is de- 
signed less to deceive 
the South than to bal- 
ance Moscow and Pe- 
king in order to preserve 
the North's indepen- 
dence. 

The first seven rounds 
of North-South Red 
Cross talks in 1971-73 
coincided with the Viet- 
nam peace talks in Paris 
and the US withdrawal 
from Vietnam which 
Kim thought presaged a 
pullback from South Korea as well. 
To buy time for the military balance to 
shift in his favour, Kim combined a 
three-year “smile campaign” towards 
the South with a decision to devote up 
to 25% of gross national product to a 
military build-up, initiated in the late 
1960s and confirmed at the fifth con- 
gress of the Korean Workers Party in 
November 1970. 


he military balance in the mid- 

1980s, however, is moving in the 
opposite direction. The administration 
of US President Ronald Reagan has re- 
moved former doubts about Washing- 
ton's commitment to Seoul's security, 
while US naval activity in the Sea 
of Japan has intensified to a level 
Moscow denounces as highly provoca- 
tive. 

But only Moscow can provide the 
North with the MiG23s to match the 
F15s the US has deployed in the South, 
and the price Moscow is demanding to 
upgrade North Korea's defences is ac- 


| cess to | 
€ * T ch 






SL gu. EE a ZU 


{i oet, inc : din: DE AITSirips 
for its eines naval bombers. 

“Anchorage and refuelling rights at 
ports on [North Korea's] western coast 
would be a big prize for Moscow," a 
Peking-based diplomat commented. 
“Tt would allow the Soviet Pacific fleet 
to outflank the Japanese straits and 
frustrate [efforts by the US and Japan] 
to bottle it up in the Sea of Japan." US 
defence analysts point to the gradual 
re-deployment of Soviet warships and 
submarines away from Vladisvostok to 
Petropovlosk and Vietnam’s Cam 
Ranh Bay to reduce the fleet's vulnera- 
bility in the Sea of Japan. 

And Peking’s announcement in mid- 
November that the US 7th Fleet would 
be permitted to call at Chinese ports 
followed in a matter of weeks by the 
news from Tokyo of an agreement on a 
formal plan for US-Japan joint mili- 
tary operations — could only have 
been read in Moscow as confirmation 
of the adverse trends which increase its 
interest in such North Korean ports as 
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Nampo, on, Korea Bay, and Haeju 

“The current situation raises the 
ante for Kim to stay in the arms race,’ 
a Tokyo-based diplomat commented 
“The military build-up in the 1970: 
cost him dearly in economic terms, bul 
today the price is nothing less than the 
country's independence — something 
much closer to Kim's heart." Japanese 
officials believe that the Chinese suc- 
ceeded in convincing Kim that this wa: 
too high a price to pay, even befor 
Kim departed for Moscow last May foi 
his first visit to the Soviet Union in 1% 
years. 

"We believe that [Chinese Com- 
munist Party General Secretary] Ht 
Yaobang scored a major diplomatic 
success during his 13 hours of private 
talks" with Kim on 4-5 May (Review, 15 
May '84) the source said, by convincing 
him to abandon the military option 
open the economy to friendly capitalis 
countries and initiate talks with Seoul 

Kim's Moscow trip apparently dic 
not yield a new military accord an« 









Wek tour of astern Europe, Kim 
published his new “foreign-invest- 
ment law,” offered relief goods to the 
South, made new overtures to Japan 
through visiting Japan Socialist 
Party leader Masashi Ishibashi and 
toned down the hostile propaganda at- 
tacks against Seoul. 

Moscow, however, has hardly given 
up. On 13 November, Kapitsa was de- 
spatched to Pyongyang on a 14-day 
visit to make up lost ground. The visit 
clearly underlined the new political 
significance Moscow attaches to rela- 
tions with North Korea. 


bservers view the border treaty 

initialled to resolve the two coun- 
tries' "long-standing border dispute" 
as a significant concession on Mos- 
COW'S part, since neither side had pre- 
viously admitted to differences along 
their 13-km frontier and the treaty 
with North Korea could well weaken 
Moscow's position with China, 
Romania and Japan — all of which 
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vate talks w th North Korean officials 
but the outward signs indicate that his 
mission was less than a success. The 
day Kapitsa initialled the border 
treaty in Pyongyang, the North Korean 
president departed for Peking, and any 
hopes that Kim was prepared to sac- 
rifice talks with Seoul to save 


Kapitsa's face could only have been | 


dashed by reports that Kim had reas- 
sured Chinese elder statesman Deng 


Xiaoping that the Matuzok defection | 


would not be allowed to disrupt the 
North-South dialogue. 

As if to add insult to injury, both Pe- 
king and Pyongyang agreed to break 
precedent, and on 1 December publicly 
announce Kim's three-day “unofficial 
visit” to the Chinese capital from 26-28 
November. 

Moreover, China’s official Xinhua 
newsagency quoted Hu as saying his 
talks with Kim on “international prob- 
lems of common concern" — diploma- 
tic code for the Kapitsa visit — con- 
cluded with “a complete identity of 





Chun; Olympic stadium opens: a race for recognition. 


have claims on Soviet territory which 
Moscow refuses to acknowledge. 

Moreover, the invitation to Kim Jong 
Il, Kim Il Sung's son, to visit Moscow 
amounts to tacit recognition of the 
dynastic succession in North Korea 
which the Soviets — who feel responsi- 
ble for the ideological purity of the 
world communist movement — had 
been anxious to avoid. 

But Kapitsa's unpublicised mission, 
according to diplomatic sources, was 
to negotiate a military package which 
would provide  Pyongyang with 
MiG23s and training for the North Ko- 
rean military officers on Soviet bases 
in return for access to North Korean 
military facilities. The source of this 
information, made public by the Ja- 
panese TV network NHK, is said to be 
intelligence debriefings of Matuzok 
who, as a Korean-language trainee at 
the Soviet Embassy in Pyongyang, sat 
in on high-level meetings Soviet Am- 
bassador N. M. Shubnikov had with 
North Korean officials. 





views on all problems discussed." This 
was another indication that Kapitsa 
had failed to get access to North Ko- 
rean port facilities and airstrips, 
though some agreement upgrading 
North Korean military capabilities is 
not ruled out if only to keep the 
dialogue alive. 

Japanese officials see this phrase as 
particularly significant since it was 
first used after Hu's Pyongyang visit in 
May 1984 when, it is believed, he made 
considerable headway, convincing 
Kim that abandoning the Soviet option 
and accepting the reality of the US 
presence on the peninsula are two sides 
of the same coin. 

“When Hu Yaobang visited North 
Korea, the modalities and timing of US 
troop withdrawal were discussed 
deeply and seriously for the first time,” 
a Japanese official commented. “And 
after his trip Hu told Xinhua that the 
two sides were ‘in complete agreement’ 
on the withdrawal of US troops from 
South Korea.” 
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Korea's call for a withdrawal of US 
troops, but it remains tactfully vague 
on Pyongyang's long-standing demand 
that the pullout be "complete and im- 
mediate without preconditions." It is 
precisely the timing and conditions of 
a US withdrawal — which could be 
stretched out indefinitely — which Hu 
is thought to have advised Kim to con- 
sider as the subject of, rather than the 
precondition for, negotiations with the 
US. 

A quasi-official North Korean 
source in Tokyo confirmed that Pvong- 
yang is now far more flexible on the 
question of US troop withdrawals. 
Kim still considers a “complete with- 
drawal as the condition for agreement 
to a treaty, but is realistic enough to 
recognise that a phased withdrawal is 
the only practical basis for talks with 
Washington,” the source told the 
REVIEW. 

Washington and Seoul remain scep- 
tical that such nuances reflect a real 
change from Kim's familiar strategy 
of isolating Seoul by talking direct- 
ly to Washington. Nonetheless, Japan- 
ese officials point to Hu's approach 
as an example of China's "pragmatic 
diplomacy" in trying to get Pyongyang 
to accept the status quo in practice in 
return for Seoul's agreement to accept 
Pyongyang’s proposal for a Korean 
confederation, which would change 
realities on the peninsula in name 
only. 


his is what is seen here as the inten- 

tion behind the declaration of senior 
Chinese officials that the “one nation- 
two systems" formula behind resolu- 
tion of the Hongkong question can be 
applied to Korea. 

Seoul, of course, sees the status quo 
working in its favour, but wishes now 
to talk to Pyongyang if only to buy time 
until the 1988 Olympics in Seoul set 
the seal on the North's diplomatic ec- 
lipse. The success of the games is one of 
South Korea's top foreign-policy ob- 
jectives since the number of countries 
which send teams to compete there will 
be read as the measure of South 
Korea's enhanced international stand- 
ing, and Seoul wishes to attract as 
many countries as possible which are 
friendly to Pyongyang principally 
China and the Soviet bloc 

The South, therefore, has far more to 
lose politically from stone-walling the 
North on talks than it stands to gain 
economically from their successful 
conclusion. The turning point in 
Seoul’s stance on talks with North 
Korea came immediately after the Los 
Angeles Olympics of 1984 when South 
Korea declared that it would no longer 
demand a formal apology for the Ran- 
goon incident as a precondition to any 
talks with the North. 

The demand for an apology served to 
block Pyongyang-initiated talks over 
forming a joint team to attend the Los 
Angeles Olympics. But as soon as the 
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Pyongyang might interpret as hostile 
and inflexible. Seoul's motive in talk- 
ing with the North is primarily to 


- minimise its nuisance value and pre- 


empt a Moscow- and Pyongyang- 


— backed boycott of the 1988 Olympics. 


The conflicting interests which have 
brought North and South to the 
negotiating table can be seen in the 
proposals the two sides put forward 
during the 15 November first round of 
economic talks. The North hopes 
primarily to harness South Korean 
technology and credit standing in 








— By Charles Smith in Tokyo 


inds of change have been blowing 
through the Japan Socialist Party 





— (JSP) — the number one opposition 


group in parliament — ever since 


— Masashi Ishibashi took over as chair- 
man in September 1983. Formerly 
— noted for its doctrinaire immobility on 
- issues such as defence, as well as for 
— the never-ending battles between its 


Marxist Left and social-democrat 


— Right, the party has become both prag- 
- matic and more stable in the past 
|o year. 


An important milestone in the JSP's 


— "return to the real world" occurred 


last spring when the party conference 


_ agreed, at Ishibashi's urging, to modify 


its long-standing position that the 
existence of Japan's Self-Defence 
Forces violates the constitution. 

Apart from updating the JSP's 
stance on defence, Ishibashi has 
proved a formidably successful prac- 
titioner of “personal” diplomacy, 
using his party's position on the left- 
wing of Japanese politics to build 
bridges to both Moscow and Pyong- 


— “yang. In October 1984, he was instru- 
- mental in arranging the first visit to 


Japan for seven years by a member of 
the Soviet politburo. 

A month earlier, a visit by Ishibashi 
to Pyongyang paved the way for the re- 
sumption of talks on a stalled fishing 
agreement and the lifting of sanc- 
tions imposed on the North by Ja- 
pan after the 9 October Pyongyang- 
instigated bombing in Rangoon in 
which 21 people died — including 
four visiting South Korean cabinet 
ministers. 

In a rare exclusive interview with 
the REVIEW, Ishibashi revealed some of 
the background behind his activities as 
Japan's "second foreign minister." Ex- 
tracts follow: 


You have played an important role in 
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as gainthes 
plicit endorsement of its new foreign- 
investment law published last Sep- 
tember to attract investment from 
Japan, the US and Europe. 

Pyongyang, therefore, has put “eco- 
nomic cooperation” at the top of its 
agenda, or more specifically joint-ven- 
ture projects in mining and fisheries to 
exploit the North’s natural resources 
with South Korean investment. 

Such collaboration, however, holds 
little economic attraction for the 
South, while the risks entailed were 
underlined by the recent French deci- 
sion to upgrade North Korea's trade 
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_ Paving the way 


The Japanese socialists’ return to the ‘real world’ 
is a factor in Tokyo-Pyongyang rapprochement 


relations with North Korea. In that 
connection, what were your impres- 
sions of President Kim Il Sung? There 
are reports that he's getting old and ill 
and is preparing to hand over power to 
his son. 

I was asked the same question in the 
United States, but the fact is that he's 
really in good health. I took 13 or 14 Ja- 
panese journalists with me when I 
went to Pyongyang in September. They 
all had the same impression. Actually, 
I felt he was in better shape this time 
than when we last met 14 years ago. He 
has a good colour and he's certainly in 
fine physical shape. The official who 
looked after us during the visit told us 
President Kim walks 10,000 steps 
every day. During a four-hour session 
that I had with him, he went to the 
lavatory only once — that shows that 
he must be quite fit. 

So I don't think it's correct to suggest 
that the idea of handing over to his son 
is directly related to his health. It's 
more like the situation in China . . . the 
feeling that something must be done to 
prepare for the next generation. Deng 
Xiaoping is holding all the power in his 
hands at present, but it's obvious he 
may not be able to continue like this for 
long when you consider his age. That's 
why Deng is setting the main policy 
lines, while [Chinese Communist Party 
General Secretary] Hu Yaobang takes 
care of party matters, and [Premier] 
Zhao Ziyang is in charge of adminis- 
tration. So, in [North] Korea, Kim is 
the main policymaker but implemen- 
tation is being gradually handed over 
to the son. 


Recently, North Korea has said it wel- 
comes foreign investment. Does this 
reflect the change of generation you 
mentioned, or do you see it as being in- 
fluenced by similar moves in China? Or 
do you think that the economy is in bad 
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agreement on a hotel-construction 
project in Pyongyang (page 30). The 
agenda Seoul put forward was not 
obstructionist, but it did underline the 
superiority of its own capitalist econ- 





omy. 

The South proposed an exchange of 
its own steel, aluminium and copper 
products together with a range of con- 
sumer electronics, cars and capital 
goods for castor beans, pig iron, maize 
and coal from the North. Seoul also in- 
sists on settlement in hard currencies, 
which happen to be in particularly 
short supply in the North where de- 





shape and needs an injection of foreign 
capital? 

Idon't think there is any one answer. I 
have to be very careful whenItalk about 
"Chinese influence" because [North] 
Korea prides itself on standing on its 
own feet and doesn't like to be thought 
of as taking China as a model. What 
they are doing now is partly based on 
their study. of what is happening in 
China, but I wouldn't go so far as to say 
that they are imitating the Chinese. 
Each country has its own way of doing 
things: lasked them whether they were 
introducing special economic zones 
like the Chinese ones, but they said no 
— because the country wasn't large 
enough. That's one example of how 
they seem to insist on doing things 
their way. 

A second point that struck me is that 
they have been quick to grasp the fact 
that if the country is not opened to out- 
side investment the economy could 
start losing ground. And they've also 
been quick to put the new policy into 
action. They certainly didn't wait until 
they were up against a blank wall. 

In that way [North] Korea compares 
favourably with China. China's econ- 
omy was cut to shreds by the Cultural 
Revolution. After that they rushed into 
internationalisation but it didn't work 
— at least to begin with. A good exam- 
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which opens concrete possibilities for 
the North-South talks. Seoul does not 
share the North’s interest in economic 
collaboration, but it does want’ the 
North to recognise its legitimacy, 
something Pyongyang emphatically 
. denies to what it denounces as a pup- 
pet regime propped up by foreign 
forces. The dialogue may be.subtly 
guided in channels along which the 
‘North recognises some measure of the 
South's political legitimacy in ex- 





p of what went wrongi in a Chinai is s the 
¿Baoshan steel works. 
-vo The outside world seems to: Xue a 

gloomy view about the [North] Korean 
. economy because of their big foreign 
debt, but I found that they are not wor- 
ried about this. One reason is that the 
country has mineral wealth — particu- 
| larly i in some of the rarer minerals that 
are in short supply elsewhere. Also, 
` they are self-sufficient in food. What 
they need is enough manpower tó mine 
_ their mineral resources. So, in view of 
all that, they seem quite confident 

about the debt situation. «c € 
President Kim told me that: South 
Korea ought to send its manpower to 
help exploit North Korea's resources 
instead of shipping workers off to 
Brazil and the Middle East. I believe 
that topic has actually been taken up in 
talks between the two sides.  &; 








You may be right about the d cds 
strength of the economy, but the fact 
remains that the debt problem is view- 
ed as an obstacle to normal economic 
relations with North Korea by: other 
countries, including Japan. = 

I don’t know whether I should say 
this, but I feel there may be a parallel 
with the case of China. and Japan, 
where the Chinese waived their right 
to compensation when relations were 
normalised, even though Japan had a 
responsibility to pay for war damage. I 
think we have the same kine 9 respon- 






One but the problems one h 
watching China ew the 
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i party chairman Mao Zedong, | 
"Chinese official media suggested. With 
. North Korea and the cult of Kim, the 
credulity of individually minded for- 
. eigners is strained even further. Is this 
likely to be a disadvantage for Pyong- 
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South Kor AE 6 Sbe the 
talks aera ed to the level-of 
the North-South summit long. pro- 
posed by Seoul, since direct talks be- 
tween South Korean President Chun 
Doo Hwan and Kim would amount 
largely to formal recognition of the 
peninsula's division, with. Pepa Ra 
: ithe 


seats in the United Nations - 
South's immediate political goal... 
Pyongyang has recently taken a. deb 
in this direction by stating thaf itis | 
considering the South's proposal-for | 
ministerial-level talks, but the price of - 


major transformation like [North] 
Korea's open-door policy. Suek epe 


son can actually help to red 





major turning point like this. I think 
Japan and the US ought to take advan~ 
tage of the fact Kim is there and has the. 
power to effect far-reaching change. 


leader. We should seize the opportu- 
nity to strengthen our. felaneni heus 
he [Kim] i is there. | (ich 





What concrete steps should D» apan apres 
to improve relations . with | "North 
Korea? 

We should need to keep EE 
building on the ties we have now until 
we can establish normal diplomatic re- 
lations. In doing this, we can use the 
experience gained in "normalising" 
relations with China — for instance we 
could duplieate the [informal] trade 
system that existed with China in the 
1960s [before normalisation]. 


Is the JSP changing its attitude to- 


wards South Korea? 

We always said that if the Japanese 
Government started having contacts 
with the North we would develop our 
contacts with Seoul. I've also said that 
if the three-cornered meeting between 
the US and the two Koreas is held, I 
would be ready to visit South Korea. In 
the meantime, there's no need for our 
party members to. go to Seoul 
after all our government is already 
quite close enough, as it is, to the 
South. : 


I believe someone said recently that 
Japan now has two foreign ministers, 
Do you enjoy being thought of as an 
auxilliary to Foreign Minister Shin- 


| taro Abe? 
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I teased Prime Minister IYasuhiro] 
Nakasone about that after I came back 
from [North] Korea. I told him he was 
particularly lucky that the foreign 
minister on the opposition side of the 
house was not a political rival — unlike 
the one in his own party. That was just 
before the election: for the LDP [the 
iberal. Danone Part yl: 
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The same point applies to China, where | 
Mr Deng is becoming a charismatic ` 
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| 1984 to reach US$230 million. 
| commercial fight between Sear 
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hina is also promising & 

Pincentives to Seoul —- 
contacts and participation 
Olympics — to encourage the Se 
along the path of collaboration 
Pyongyang. Peking permitted 
Korea to hold a trade exhibits 
Macau on 3-5 December, while 
rect trade between China and 
Korea — which plummeted aft 
O Sung's first major "unofficial 
to China in June 1982 — is estimate 
have doubled in the last nine month: 
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In mid-November the first 
"eking brought 146 Europ 


days earlier the first Chinese 
delegation to take part in an ini 
tional conference in Seoul arriv 
participate in the 10-dav A 
Pacific Telecommunity Confe 
Moreover, Hu recently told Japan 
diplomats fhat China "would 
exclude the possibility of dire et 
on trade" with South Korea 
North-South economic. dia 
duced positive results. Accordin 
report in the Japanese N ihon 
Shimbun, a senior official of 
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Guangdong Trading Corp. p 
secret week-long visit to 


machine-tool plant sin Max. 

But China also sees a much w 
link between normalisation on t 
rean peninsula and its own p 
national consolidation. China x 
hopes to hast a future Olympic Gan 
and s Sty nee a Sake in pre oo 
rean issue. 

"The Oly mpies € ;ames is very in 
tant to China to show the world its 
accomplishments, stir up de | 
dence and nationalism of its own 
ple and consolidate the country,” a f 
panese official commented, 
"So China sees me SUCCESS of i ds 


pics.” | 

China is keen that North Kore 
new opening be consolidated un 
Kim, the only person thought to 
the authority: io change the country 
direction. But the mercurial Kim « 
also change his mind. Japane ese ol 
cials point out that the Korean: 
~ - unlike the pragmatic Dene S 
Poe ons — dm not e anchor 
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new policies. 

Indeed, Kim's open-door polig 
thought to be part of the (cis -EF 
Kim Jong Il to consolidate the c 
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. disconnection 


- Paris upsets Seoul by 


| ~ upgrading Pyongyang's mission 
. but its motive is not clear 


By Jean-Pierre Lehmann in Paris 


he French Government's decision 
to elevate the rank of the North Ko- 
rean representation in Paris from a 
commercial delegation to a general 
delegation has caused a serious rift in 
relations between France and South 


- Korea. The South Korean Government 


- has postponed a planned visit in 
—January of French Foreign Trade 
- Minister Edith Cresson to Seoul, recall- 
ed its Ambassador to Paris Yun Suk 


The US looks East 


_ Anew agreement on technology and a Western-oriented prime 
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tions. 
‘While Paris claims the decision is 
just a minor change of description, 
Sedul sees this as a first step towards 
diplomatic recognition of North 
Korea. The only other “general delega- 
tion” in Paris is that of French-speak- 
ing Quebec, in Canada. 

In 1981, the last French presidential 
election year, then candidate François 
Mitterrand visited Pyongyang and in- 
dicated a new French Government 
would grant diplomatic recognition if 
he was elected. Seoul is understood to 
have told Paris that if such action was 
taken; French firms would be barred 
from tendering for a nuclear power 
station in South Korea. Since then, 
France has signed a US$2 billion con- 
tract to build nuclear power stations 
and to provide equipment for the new 
Seoul underground (page 70). 





minister could change the shape of relations with India 


By Nayan Chanda in Washington 


favourable conjuncture of events 
holds the prospect of a steady im- 
provement of the United States' rela- 
tions with India, but there is fear that à 


. display of excessive US enthusiasm 


could stunt the process. 

The Indo-US memorandum of 
understanding on technology transfer, 
which the two sides are close to sign- 


ing, is expected to clear the way for the 
-— US both to export sophisticated com- 
_ puters and other dual-use technology 


E. 


to India, and possibly to sell it arms 
(page 58). 

"The new US approach, aimed at 
freezing the Indian and Pakistani nu- 


- elear-arms programmes at their cur- 


rent stage and nudging Sri Lanka to- 
wards a political settlement of its 
Tamil problem, could also improve the 
atmosphere on the Subcontinent. 

But diplomatic observers also ex- 
pressed concern that the much publi- 
cised US hopes for a "new beginning" 
in Indo-US relations with a "Western- 
ised” Rajiv Gandhi, 40, as Indian 
prime minister could hamper such 
development. Given India's traditional 
foreign policy and domestic con- 
straints, any shift in New Delhi's post- 
ure can only be gradual, the observers 
say. 

While the emergence of a young and 
modern prime minister has led to 
speculation about a pro-West swing in 
Indian policy, a shift away from close 
ties with Moscow had in fact begun 
under the late prime minister Indira 
Gandhi, Rajiv's mother. Her meeting 
with US President Ronald Reagan at 
the Cancun summit in Mexico in 1981 


em Y d 


P è 
des Vad 


and her visit to Washington in the sum- 
mer of 1982 initiated a slow improve- 
ment which had picked up some 
momentum before her assassination on 
31 October 1984 (REVIEW, 15 Nov. '84). 

The talks on technology transfer 
have been under way for some time and 
have received encouragement from the 
highest level of the US Government 
since shortly before Mrs Gandhi's as- 
sassination. Reagan signed a national- 
security directive on 22 October au- 
thorising an initiative to improve US 
ties with India — in particular in the 
technology-transfer field. 

"It may just be propitious,” noted a 
US official, “that the implementation 
of the new policy has come under Rajiv 
Gandhi, who is very interested in tech- 
nology.” The official pointed to the 
fact that during his brief meeting with 
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US Secretary of State George Shultz | 
before Mrs Gandhi's funeral, this was | 


one thing that Gandhi mentioned. He 
told Shultz that the planned US visit to 
discuss the memorandum of under- 
standing should not be postponed on 
account of his mother's death. 

One of the biggest obstacles to trans- 
ferring technology to India has been 
the US Department of Defence (DoD), 
which views India's military relations 
with Moscow with deep suspicion. But 
the State Department and other agen- 
cies seem to have succeeded in over- 
coming the DoD's objections. 

Sources said the conflict between a 
US demand for on-site inspection of 
plants using US technology and India's 
insistence on maintaining control over 
what goes on within its ówn borders 
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ently about | 2,000 Fr |  en- 
gineers are working i in South Korea on 
these projects. Furthermore, the 
French firm Cogema has a US$1 bil- 
lion contract to supply Seoul with en- 
riched uranium. Negotiations for Ko- 
rean Air to purchase a number of 
A310 Airbuses have been suspended. 
An expected tender early this year for 
further development of nuclear power 
stations may well exclude French 
firms and a planned first-quarter-of- 
the-year visit by Prime Minister Lau- 
rent Fabius may also be postponed. 
Currently, French trade with South 
Korea is 39 times greater than that 
with the North — on the basis of the 
first three quarters of 1984 — US$390 
million with the South against US$10 
million with the North. 

The French decision to upgrade the 
mission is difficult to understand. 


ren c 


Whereas when the socialist govern- 








Mrs Gandhi énd don: following the initiative. 





has been resolved by providing for 
joint inspection of the facilities. 
Another sticking point — the need for 
US approval before US equipment can 
be transferred to another site within 
the country — has reportedly been set- 
tled by a formula that requires India to 
inform the US of such transfers. 


dministration sources said that the 
desire to accommodate India in the 
field of technology stemmed from the 
belief that, despite differences in offi- 
cial attitudes towards the Soviet 
Union's invasion of Afghanistan, rela- 
tions could be improved in certain 
areas. This in turn could lead India *to 
have a better appreciation of American 
policy towards Pakistan.” In fact, the 
US strategy of a protracted conflict in 
Afghanistan and Pakistan's key role in 
sustaining the Afghan resistance make 
it imperative that Indo-Pakistani rela- 
tions remain peaceful. 
The US also hopes to encourage 
what Under-Secretary of State for Po- 
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ment was newly elected, many ideolog- 
ically oriented foreign-policy promises 
were made, since then pragmatism and 
national self-interests have tended to 
dominate. France is currently. more 
staunchly pro-United States than 
under any previous president simce de 
Gaulle and hence also strongly anti- 
Soviet. 


n earlier attempt to build up.rela- 

tions with Vietnam was abandoned 
in favour of rapprochement with Asean 
and other Asian countries. Under Mit- 
terrand, France has been much more 
open to Asia than previously. He was 
the first French president to pay an of- 
ficial visit to Tokvo and, since 1981, Ja- 
panese investments in France have in- 
creased five-fold. Furthermore, with 
the current ailing state of the French 
economy, its industries need all the 
contracts they can get. 


Afghan refugees in Pakistan: a pivotal factor. 





litical Affairs Michael Armacost called 
in a recent speech "the growing ap- 
preciation of the benefits of the free 
market" in South Asia. He noted in 
particular the trend of economic 
liberalisation in India bv Mrs Gandhi 
and the emphasis of Gandhi on the 
need to "unleash" the private sector 
further (page 50). 

The US also seems to hope that a 
shift in Indian policy from a preoccu- 
pation with security to rapid economic 
development would help to reduce the 
irritant of US-Pakistan ties. India is 
believed to have reached a level of 
development where its further pro- 
gress can be assured by foreign invest- 
ment and technology — thus creating a 
favourable condition for a tilt towards 
the West. 

Administration sources told the 
REVIEW that India has indicated its in- 
terest in buving military items, includ- 
ing advanced warning and control sys- 
tem (Awacs) aircraft. The US is cur- 
rently considering a Pakistani request 
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Three hypotheses for the decision 
have been given. The first is that the de- 
cision is part of an international dip- 
lomatic re-arrangement whereby, fol- 
lowing the French step vis-á-vis North 


Korea, China will take a step towards | 


South Korea and hence gradually a 
“two-Germanys” type of diplomatic 
recognition will be extended world- 
wide to the two Koreas. This hypothesis 
assumes that the US and Peking were 
informed and encouraged France in 
this direction. But in this case, why, as 
it is claimed in Seoul, was South Korea 
not consulted? 

The second theory is related to 
purely domestic politics. The Socialist 
Party's break with the French Com- 
munist Party has widened considera- 
bly, hence the gesture to North Korea 
is a means of seeking to seduce the 
communists back into the fold. 

The third possibility being suggested 


to buy E2C Hawkeye 
Awacs aircraft, ostensi- 
bly for better air defence 
against Soviet and Af- 
ghan air raids against Af- 
ghan rebels sheltering in 
Pakistan. 

However, India fears 
that Awacs would give 
Pakistan's sophisticated 
F16 fighters an additional 
offensive edge in any fu- 
ture conflict with India. A 
US readiness to sell a 
similar system to India 
would satisfy New Delhi's 
concern. India and Pakis- 
tan have fought three 
wars since partition in 
1947. 


Industry sources say 
India has revived its 
"^^"A"O| interest in buying a 


whole range of US tech- 


"^A 








| short 


nology for co-production. In the past, | 


India showed interest in such items as 
light howitzers, TOW anti-tank mis- 
siles and F20s. In 1979 India came very 
close to signing an agreement for the 
purchase of howitzers and the co- 
production of TOW missiles, but it 
backed out of the deal. One important 
reason for calling the deal off, said one 
former official familiar with the ques- 
tion, was "the fine print on the stand- 
ard contractual agreement that gave 
the US the right to unilaterally cancel 
the deal without refund for initial pay- 
ment." 

One of the serious irritants in US re- 
lations with India and Pakistan has 
been nuclear development in both 
countries. After having failed to stop 
research and development in the nu- 
clear field, the US now is trying to 
achieve what has been termed by US 
Sen. Clairborne Pell *a regional near- 
nuclear detente. " 

In a report prepared for the Senate 
Foreign Relations Committee, Pell, à 


| in the Subcontinent 


— P “* 


is that the decision was made, without | | 


full realisation of its impact, at a low 
ministry level as a routine matter and 
hence not reflective of French foreign 
policy — rather an unfortunate 
bureaucratic blunder. This has some 
credibility due to the fact that French 
foreign policy is currently in some con- 
fusion due to the recent change in 
foreign ministers and setbacks and 
muddle over a number of issues 

The Paris-Seoul rift will have few 
domestic political repercussions. 
French industries most concerned no 
doubt will complain and lobby. As for 
French public opinion, however, 
Korea is very far away and very little 
known, and the affair has not been 
much reported in the French press. The 
most likely outcome will be some quiet 
appeasement by Paris to mend fences 
with Seoul in order not to harm econo- 
mic relations in any serious way 





ranking committee Democrat, said: 
“Pakistan is in effect pushing its nu- 
clear programme as far forward as it 
can without actually provoking an In- 
dian response [either by initiating its 
own nuclear-weapons programme or 
by an attack on Pakistan's nuclear 
facilities] or an American response [an 
aid cut]. In short, it is a game of nuclear 
chicken. The present situation could be 
reasonably stable if it could be frozen, 
This would leave the Subcontinent ina 
position of near-nuclear detente.” 


pe further noted that the US can 
and should use the leverage of its 
economic and military aid to induce 
Pakistan to halt its nuclear-weapons 
programme, Pakistan is likely to pay 
heed to US advice because “it has ac- 
quired most of what it needs to make a 
bomb and has good reasons not to go 
all the way.” By stopping Pakistan just 
of the  nuclear-weapons 
threshold, a relatively stable situation 
can be estab- 
lished, he said. 

In a recent speech, Armacost came 
close to advocating such a policy. He 
said that the US message has been 


_ heard and understood by Islamabad. 


"We are confident that our aid has con- 
strained its acquisition of nuclear ex- 
plosives. We will continue to stress the 
seriousness with which we would view 


| any Pakistani move toward their deve- 





lopment.” 

Armacost assured India that the US 
was not going to be involved in main- 
taining regional security and a balance 
of power in South Asia. He also reiter- 
ated Washington's acceptance of 
India's “pivotal role and its special re- 
sponsibilities for regional peace and 
stability.” 

An administration official said pri- 
vately that US policy all along has 
been to accept India's dominant posi- 
tion in the Subcontinent but “we also 
urge India to be magnanimous and go 


31 


z zd 


ev mee ATA. wo "3 wm - Ww ww P 


fe a Pee ee 






















hin its preal bordes provi state 
ishington with an opportunity: 
the peacemaker’s role. Reaga 


alamat Ali in New Delhi 
Nis runaway electoral victory un- 
olded, Indian Prime Minister 
v Gandhi told reporters on 29 De- 
ber 1984 that there would not be 
change in India's foreign policy 
at he would strive for friendly 
ns with the country's neigh- 
rs -enang Pakistan. 
| next day, Pakistani President 
| Haq expressed hope that the 
ss party's massive parliamen- 
majority would give Gandhi 
enough confidence to take the initia- 
tive on stalled Indo-Pakistani talks. 
But the two statements hid more than 
| they revealed, and a breakthrough in 
the two countries' relations remains a 
‘remote possibility. 
"Gandhi's overwhelming electoral 
support was in part a product of those 
campaign speeches emphasising an al- 
Jeged threat to India's national integ- 
rity from abroad — including Pakistan 
— and a more immediate internal 
threat posed by Sikh separatism, 
which New Delhi says is supported by 
Islamabad. Speaking at Lucknow on 
11 December 1984, Gandhi alleged 












me said Walters for dodi. w 
A and it did not addres 







“Sri "Lankan President Junius 
rdene to accept legitimate. 
demands for equal status with 
Eu d and work for a de 



















































able to handle the "redidial ter- | 
m" and the US then could help in 
batting terrorism. 

ers urged India to stop the arms. 
and help Sri Lanka to find a po- 
settlement. Officials are tight- 
d about the progress of the Wal- 
initiative but, interestingly, the 
wardene devolution proposal was 
thdrawn shortly after the visit when 
1e Tamils refused to consider it. | 8] 
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The non-disclosure non-issue 


e failure of Nakasone’s policy of assets declaration to curb 
litical corruption leaves the public unmoved 





y Bruce Roscoe in Tokyo 
atergate was to the United States 
"what Lockheed should have been 
Japan. Both events, by exposing the 
buse of power at the highest levels, 
'rovoked scandals of equal magnitude 
n both countries. But while the US 
gislated to prevent the recurrence of 
uch abuses of public office, Japanese 
oliticians have offered promises that 
are practically impossible to monitor. 
< One particularly striking example of 


This would work were it not for the 
fact that a Japanese cabinet minister 
rarely would be required to declare his 
assets more than once. And it is only 
| cabinet members who are asked by the 
| prime minister to reveal personal 
| wealth. 
| Even the ministers’ single declara- 
| tion offers a dubious, if not dishonest, 
| assessment of wealth. Neither prop- 
E | erty nor stock values are listed at mar- 
this came with the recent declaration | ket rates, and a minister can hide his 
-by Prime Minister Yasuhiro Nakasone | wealth by transferring assets into the 
‘and members of his cabinet of their | name of a spouse, as former justice 
personal assets, It was the second dec- | minister Eisaku Sumi confessed to 
laration made by a Nakasone cabinet | doing in February 1984. In the declara- 
in a year in an attempt to establish | tions that were published on 1 De- 
something that Nakasone and his rul- | cember last year, only Labour Minister 
ing Liberal Democratic Party (LDP) | Toshio Yamaguchi, who belongs not to 
call “political ethics.” | the LDP but to its quasi-coalition 

The idea is to enable members of the | partner, the New Liberal Club, dis- 
public to determine that cabinet mem- | closed his wife's assets. 

‘bers are not on the take, by measuring | Because of this disparity in declared 
fluctuations in ministers' property and | value against market value, many 
tock holdings, bank a and golf- | ministers’ property holdings are ac- 
‘lub eee tually worth up to 10 t 
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us opposition parties 
| únintentionally” Mood 





for theine own A gains. The prime 
minister claimed that the attitude of 
the Sikhs’ Akali Dal party became un- 
compromising: only after the opposi- 
tion. parties ‘at. a secret meeting, ex- 
tended © c to some of its de- 
mands: e 

Despite | ihe opposition's S vebeneh 
denials of this charge and their chal- 
lengetó Gandhi to hold a televised de- 
bate or the issue, the prime minister 
alleged in his campaign speeches that 



















the opposition parties supported: the 
Akali: Dal 
tion, à list 


Anandpur Saheb resolu- 
ot demands: on which: the 


i. 








vagué doc cximent Which j is s variously i in- 
oad alee foi asking ub a revision. of 





granting “ot especial status to Sikh. 
dominated Punjab state under the In- 








| kyo. 
Alion oodd US$29 000), 
i the- declarations, in fact, 





ter's act ual cath. Indeed, Agricul- 
ture, Forestry and Fisheries Minister 
Moriyóshi "Sato has publicly stated 
that the -disclosures are meaningless 
because no assets report is made at the 

p itician i is first elected to par- 







liament. Hn 

But«th declar ations. do pande an 
insight: into the significance of stock 
holdings.as a mechanism for raising 
electión ‘campaign funds. Although it 
has been àn open secret for some time 
that certain Japanese stock prices 
move in mysterious ways in the week: 
preceding a national election, this 
latest. declaration, newly requiring 
disclosure of stocks worth less than X5 
million; shed light on the sheer volume 
of stocks: held by some ministers. 








n exampl eis the divectorszenétal oj 
the National Land Agency, Kazuc 
Kawamoto : . apparently the riches! 
cabinet minister, though there is: nc 
mine if this is actually sc 
s stock in a total of 37 com- 
m han 100,000 share: 
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eral relations between India and 
Pakistan is New Delhi's belief that Is- 
lamabad considers Indian national 
unity vulnerable and, for this reason, is 
supporting Sikh separatism. Although 
official quarters have not publicly 
made such charges, 
India's media have 
reported that the number of mili- 
tary training camps in Pakistan for 
the Sikh separatists have been increas- 
ing and clandestine crossings of the 
Indo-Pakistani border -by militant 
Sikh youths also have increased re- 
cently. 


ccusations in the media of, Pakis- 
tan’s involvement went far beyond 
the usual campaign rhetoric. Recently 
arrested Sikh militants were reported 
as confessing to links with Pakistan 
and to clandestine cross-border visits. 
For example, Avtar Singh, who has 
been charged with master-minding the 
hijacking of an Indian Airlines jet to 
Pakistan and Dubai, was reported to 
have told police that he was trained in 
Pakistan as a saboteur, that he made 
six trips across the border to Pakistan 
and that the last visit wasfron 29 July 
to 16 August 1984. 
Some Indian officials insist that the 
existence of training camps in Pakis- 
tan for Sikh militants is mot in: doubt 


companies. His biggest holding is 
840,000 shares in Toyota Motor,Co. 

Kawamoto does not say how much 
stock he sells for LDP election, pur- 
poses — volunteering in| a; published 
statement only that he "did nothing 
bad" to acquire such wealth — but 
other ministers have been less. reti- 
cent. Home Affairs Minister Toru 
Furuya freely admitted selling about 
¥30 million worth of stocks to raise 
money for December 1983's election, 
and Nakasone also divested himself of 
all stocks, though he has not said why. 

The consensus among insiders as to 
why this money-raising method is so 
popular — and effective — has been 
that securities companies find it well 
worth their while, in terms of gaining 
policy concessions from the govern- 
ment, to engage in stock buying-and- 
selling sprees that push up politicians’ 
stock prices. 

There is little indication, however, 
that Nakasone will do any more to ad- 
vance his "political-ethics" drive by 
making assets disclosure more mean- 
ingful. For one, Foreign Minister Shin- 
taro Abe opposes — and he is not alone 
in his opposition — making public the 
assets held by family members, and he 
also argues that it is sufficient to di- 
vulge only the face value of stocks and 
tax-assessment value of property. 

Neither have the major opposition 
parties championed this aspect of the 
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Indien border guarde: a difficult task. 


and that only the number of Sikhs 
under training is under debate. Esti- 
mates run as high as 15,000. This figure 
is considered by most as too high be- 
cause the strong security measures in 
force along the border with Pakistan — 
including a dusk-to-dawn curfew on a 
500-m-wide stretch along the dividing 
line — would preclude such large num- 
bers of border-crossers. 

Guarding the frontier is not only the 
Indian Army, but also a border secu- 
rity force equipped with Jeeps, motor- 
cycles and horses. Still, the task of bor- 


e n S SERRE a o 


ethics cause. The Buddhist-backed 
Komeito, the Democratic Socialist and 
Japan Communist parties have, made 
statements avowing assets-disclosure 
by their MPs but have not carried out 
such pledges. The Japan Socialist 
Party has drafted a bill on assets dis- 
closure but the demands it would make 
on politicians to list all wealth down to 
the last yen seem certain to preclude its 
passage. 

There seems little reason even to 
begin to expect that Japanese politi- 
cians will ever be required to subject 
themselves to scrutiny of how their 
wealth can change while holding pub- 
lic office. Some MPs in fact appear to 
resent strongly the current discussion 
of wealth, holding that it is a poor ren- 
dition of an American political fashion 
that has no business being imitated in 
Japan. 

And the public, despite popular 
press commentary decrying the shal- 
lowness of this aspect of Nakasone's 
ethics campaign, really has not rallied 
behind the issue, which still has shown 
no signs of progressing from the level 
of discussion to debate. Nakasone, 
then, can safely feel that he has done as 
much as he needs to do. And if it is the 
case, as an oft-remembered Japanese 
proverb suggests, of "selling dogmeat 
under the sign of a sheep's head," it is 


only so because the public at large ap- 
pears quite content to eat dog. 












der policing is said to be difficult be- 
cause of the sympathy and support the 


extremists are said to be receiving 
from the predominantly Sikh villages 
on the border. There is a proposal now 
under consideration by the govern- 
ment to acquire all lands in a 300-m 
corridor along the border. But the cost 
of such a fertile stretch of land along 
the 550-km border would be too heavy 
for the state exchequer to bear if farm- 
ers were to be paid the market price for 
their lands. 

Also hindering 
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king police officer, Anand Ram, 
a commission headed by retired 
reme Court judge P. M. Thakkar. 





diz . reported the arrest of Simranjit 
gh Mann, a former Sikh police of- 
r now accused of coordinating Mrs 
ndhi’s murder plot. Mann was 
ht trying toslip across India’s bor- 
ith Nepal and was reported to 
re told the police about two clandes- 
e-assassination visits he made 
stan where, he was said to have 
essed, he met Pakistani intelli- 
officers and Sikh militants. 
ominent among the Sikhs he is 
to have met was Jasbir Singh — a 
7 of the late militant Sikh leader 
. Jarnail Singh Bhindranwale — 
ater went from Pakistan to Dubai 
London where he was refused 
v. He then flew to Manila via 
gkok. The Philippine Government 
ded him over to Indian security 
x ho returned him to India in late 
ember. 














one can predict if either of the 
(WO investigating teams will ac- 
Pakistan of abetting Mrs Gan- 
s assassination. But the media con- 
e to emphasise allegations of 
tan's support for Sikh terrorists, 
kistan's failure to try Sikh hijackers 
Indian aircraft and the visits to 
zistan of Sikh militant leaders liv- 
abroad — perhaps foreshadowing 
re serious charges to come. 
ternally, the Soviets have worked 
d to keep the India-Sikh-Pakistan 
boiling and, despite denials by 
Pakistan and the United States, 
oviet media have accused the CIA 
akistan of encouraging Sikh ter- 


here is talk in diplomatic circles of 
pe recording the Soviet KGB has 
sed along to India. The tape is said 
of a telephone conversation be- 
en an unidentified Sikh extremist 
der and a highly placed functionary 
akistan. The unlikely story is that 
he Sikh leader flew to Dubai before 
frs Gandhi's murder and talked to his 
?"akistani contact about steps to de- 
tabilise Indian politics. | 

Some critics of the Indian Govern- 
ent had argued that a brief but sharp 
sh between Iridia and Pakistan 
ave been likely before the De- 
mber polls had Mrs r andhi not been 

irdered. os 

Responsible indians: argue privately 
at the earliest signs of any Pakistani 
tempt to destabilise Punjab further 





arge New Delhi's 
kh ene bevond India’s borders 





a police team headed by a high- |. 


early December 1984, the Indian | 


Dear Prime Minister, | 
^I watch with great interest your 
post-election reaction, and am encour- 


aged that you and your younger col- 
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ould leave Gandhino option but to 
conflict with the | 


pares ies experience - 


leagues are now obliged to re-examine 
the government/people relationship. I 
find it very encouraging that as many 
as 37% of the electorate who voted cast 
their lot for the next five years with op- 
position candidates. 

You seemed surprised — but it had to 
happen. It proves that your answers to 
and methods of resolving Singapore's 
problems are not always the right ones. 
Instead of muttering dark hints about 
re-examining the one-man-one-vote 
system, surely you should be grateful 
that, in your last term of office, your le- 
gacy is at last facing the thin end of the 
challenge wedge. ~ 

Your plan to give three parliamen- 
tary seats to opposition candidates 
who failed to defeat your People’s Ac- 
tion Party (PAP) candidates in the gen- 
eral elections seems a little superfluous 
now. For many years, I thought that it 
was unfortunate — for your junior col- 


leagues and for Singapore — that there 


was no credible opposition to your 
party: the problem is not just you, or 
the public, being bored to tears with 
the quality of parliamentary debate, 
but rather of homogeneous intellect 
and the lack of stimulating leader- 
ship. It was about time for a change 
and changes are taking place, albeit 
outside the scope you had envisag- 
ed. 

It is too early to say what impact the 
two opposition candidates will have on 
parliamentary style but they will 
learn, fast, how to execute their re- 
sponsibilities to their constituents des- 
pite your government's considerable 
hostility and obstacles vou will place 
before them in the performance of 


their duty. Surely having elected oppo- 


sition MPs is preferable to pitting ap- 
pointed runners-up against your 
younger party colleagues in parlia- 
ment — with real rather than conces- 
sionary opposition in the house, your 
heirs will have to do more than just de- 

velop their debating skills. Their 
leadership potential will be truly 


tested — in the public arena as 


well. 

Had the opposition parties failed to 
win seats through the ballot box, there 
was the danger that PAP MPs would 
become even more arrogant and arro- 
gance, with due respect, is the one 
quality they did not have to cultivate. 
It is unrealistic to try to put your 
proteges through the same baptism of | 


fire which you and your contem- | 










pea aunaren r AN NA AAAA A E A E E e a EE iE EE E MERE LE TRE ATER mamaaa 


aaa 





island on the brink. You have built a 
modern state from a shattered dream. | 
shall always remember how choked up 
you were on national TV when you met 
the press to break the news that Singa- 
pore was no longer a part of Malaysia. 

You were a real fighter then, facing 
real obstacles. Your refusal to live with 
a crushed Malaysian- -Malaysia dream 
motivated you to pull Singapore out of 
the debris. 

Look around you now and the island 
is indeed a monument to your leader- 
ship. But look beneath your first-class 
highways, your modern housing es- 
tates and your economic institutions ~ 
and there are many things of which you 
will not be proud. I am not referring to 
the growing number of homosexuals 
who are congregating at certain dis- - 










cotheques, nor the teenage exhi- 
bitionists who want to show the 
Orchard Road crowds their break- 


dancing skills, but the quality of the 
local newspapers, the growing sense 
of alienation among the middle class, 
and the bureaucracy which is begin- 


Mary Lee, a Singaporean, worked asa 
journalist in the republic. and London. 
before moving to Hongkong as the 
Review's. Hongkong correspondent. 
She is now Review correspondent in 
Peking: 


ning to control the lives of your citi- 
zens. | 
Why do you think the Straits Times 
Group. is “incapable of producing a 
newspaper of international standard | 
which you w 'ould liketosee? Your con- 
tempt for journalists is well- known. 
You ask constantly, what i is their man- | 
date. Well, they may not have been | 
elected to the position of critics, but 
can you not understand they have a 
duty to serve the public by reflecting 
public opinion? If citizens have a role 
to play in nation-building, surely they 
have a right. to question the blueprint 
vour government has laid out before it 
is set in concrete. | | 
They write letters to editors but even 
censored by editors who have 
UR to pe Read- 
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nam entered pararent i in 1981. ! ther’ 
was no cha if Ssior for dis- 
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regarded as a pariah by your govern- 
ment. — an attitude which was effec- 
tively filtered down to the very work- 
ing levels of the individual concerned. 
Let us hope this feeling of being 
smothered by a blanket of repression 
will dissipate as a result of the recent 
elections. 

But you can help improve things: I 
would humbly submit that it is time to 
remove the shackles on the local press. 
Journalists who argue for press free- 
dom are not merely looking after their 
own interests. They do so out of a fun- 
damental belief that a society which 
is repressed and lives with an emas- 
culated press loses out in the long 
run. 

You were in Hongkong in. 1984, 
head-hunting among the best lawyers 
in town, looking for new blood to re- 
vitalise Singapore's intellectual envi- 
ronment. If sufficient numbers take up 
your invitation to make their home 
there, perhaps they will succeed in 
stimulating the rest of the. society. 
But it is equally likely that they too 
will give up and sink into the morass 
of homogeneity which afflicts Singa- 
pore. 

If you had gone on a similar search 
for journalistic talent in London and 
New York and succeeded in attracting 
enough editors and writers to start a 
new newspaper in Singapore, I suspect 
that this creation would not have sur- 
vived in its original form for long. 
Those expatriate journalists would not 
have been able to work under the exist- 
ing shackles and would not have swal- 
lowed the sort of insults which you and 
your colleagues hurl in public at 
foreign commentators, 

Henry Ridley took rubber seed from 
South America back to London's Kew 
Gardens where it grew under a 
hothouse. He then took it to Malaya 
which had, he thought, the right envi- 
ronment for it to flourish. If he had 
tried to transplant that seed in the 
English countryside, it would have 
died. 

I was in Singapore during the 1984 
National Day celebrations and was ap- 
palled by the heavy handed, self-con- 
gratulatory tone of pro-government 
media propaganda exemplified by ar- 
ticles such as The Sunday Times’ “Life 
before and after Lee Kuan Yew.” It was 
all too much like what is dished out 
in Peking — and was an insult to the 
intelligence of Singaporeans, The na- 
tion-building consciousness drive, I 
submit, makes your party sound like a 
party of the past. You and your col- 
leagues, in trying to make younger Sin- 
gaporeans aware of the hard battles 
which had to be fought in order to pro- 
vide every one of them with a secure 
job, a home and a means of getting 
from one to the other, are beginning to 
sound like nagging parents: harping on 
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about the hardships they underwent in 
order to provide their children with the 
goodies they take for granted. Yourna- 
tion-building efforts drew, predicta- 
bly, a collective yawn. Politicians 
make history, but they really should 
refrain from telling historians how to 
write it. 


The younger generation are quiteen- | 
| Singapore, has come of age — after all, 


titled to ask what lies ahead for them. 
The vote indicates that they are indeed 
beginning to do so and that they are not 


content with what they perceive to be | 
| who have known only your leadership, 


your blueprint either. I do not know 
what is your vision of Singapore in the 
golden year 2009, but I dread to think 
what will happen if you fail to instil 
new blood, creative and critical think- 
ing among your resident citizens now. 
Singapore will be run by bureaucrats 
without check. 

My privileged friends tell me the 
bureaucracy is already so firmly en- 
trenched that their friends are resort- 
ing to the “old-boy network" — or 
what we know in Mandarin as 
"guanxi." I have no doubt that your 
CPIB (Corrupt Practices Investigation 





Lee greets his people: a need for new blood. 


Bureau) continues to ensure a clean 
government. But there are forms of 
corruption other than the purchase of 
favours and favourable treatment. But 


I shall not bore you with what we know | 


about how guanxi operates in China. 

Your vision of a superior breed of 
Singaporeans does not have popular 
support, based as it is on eugenics. 
Surely the fact that the very people 
your eugenics policy is designed to 
benefit do not support it is cause 
enough for you to stop and ask why. 
You are seen as trying to take over the 
private lives of individuals — in this 
case individuals who have the common 
sense to resist. You really are treading 
on thin ice when you start telling the 
very class of people who complain the 
most about Singapore being a repress- 
ed society what they should be doing 
about their choice of spouses. Some of 
my Singaporean friends described it as 
ri e, 3 
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“the ultimate repression," though I 
suspect they were exaggerating | 
As for the non-beneficiaries of your — 
eugenics policy, you are making them: 
resentful of the elite and you person- 
ally. Why are you abandoning fair 
meritocracy, ordinary people ask, im 
favour of a personal belief in eugenics? 
Can't you recognise that your child, 


it is entering its 21st year as a republic 
- and that you, the parent, should let — 
go? My contemporaries in Singapore, — 


are beginning to ask how much longer 
they will have to put up with vour di- 
rectives. 


They respect you now but vou are in - 


danger of losing even that respect, - 
Thev do not respect your appointed 
heirs who are in power simply because 
you put them there. You did the right — 
thing by installing new deputies — 
Goh Chok Tong and Ong Teng Cheong — 
— but you must let them (as well às 
your son) develop their own political — 
style. You have been too impatient in 
the past and are undermining vour 
own grooming ef- 
forts with an over- 
bearing style, the res ` 
sult of which is the - 
public sees your ap- 
pointed heirs as 
failed clones of 
yourself. 

A handful of my 
classmates on my 
last visit were begin- 
ning to ask whether 
it was the sort of so- 
ciety in which they 
wanted their child- 
ren to grow up. I do. 
not remember these 
friends ever raising 
such questions be-- 
fore. 

Ease your hold on 
Singapore and in 25 years time, the is- 
land will have grown into a real garden 
city where a hundred or more flowers 
— some wild, but all beautiful — will 
bloom, naturally. 

As a Singaporean, | felt I had to 
share my concern about the over- 
whelming uniformity which afflicts 
Singapore and to say that in-breeding, 
Singapore-style, will not produce the 
calibre of citizens the republic needs to 
survive in this complex and changing 
world. I remembered all those long 
nights of discussions with my Singa- 
pore friends and thought, if they felt 
they couldn't communicate with you, 
and regarded you as inaccessible, I'd 
give it a try. 

Yours respectfully, 
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The life of Richard Hughes spanned nearly eight pam Publications Division e d 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW | 
foreign correspondents. And Hughes’ world was 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious . . . like Prince Noro- 
dom Sihanouk’s white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 
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| 

| 
It was a world of the macabre... like the Teikoku | For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 
USS800. | per copy. 
| 
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| 
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Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 
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It was a world of the touching .. . like the slave send to: 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 


cocoons for spinning. 
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Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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A killing field at Siem Reap: understatement of the magnitude of cruelty. | 


Blood, heat and fears and 
the claustrophobia of death 


By Elizabeth Becker 
J ournalists have worked well as sub- 
jeets of stories about the Indochina 
War. The peoples and revolutions of 
Vietnam, Cambodia and Laos are still 
exotic to the West and a pair of foreign 
eyes is helpful to interpret the land- 
scape. American soldiers did not serve 
long enough to act as guides; and as 
deadly as the American involvement 
proved to be, it was not the whole war 
— that began with the French and is 
still raging along the Thai-Cambodian 
border. 

The foreign journalist can chronicle 
it all, digest it and presumably respond 
to it with the full array of Western sen- 
timents. The first and most successful 
example in fiction was Graham 
Greene's disenchanted British jour- 
nalist in The Quiet American. Greene 
gave us the haunting spectacle of 
France's retreat and the United States' 
entry into Vietnam — the shallow, 
false premises of the American in- 
volvement and the prediction that it 
would come to no good. 


FAR EASTERN ECONOMIC REVIEW e 17 JANUARY 1985 


The film The Killing Fields uses two 
journalists to show the accuracy of 
Greene's foreboding. Both men are 
drawn from life — Sydney Schanberg 
of The New York Times and Dith Pran, 
his Cambodian stringer. They take us 
through the last awful moments of the 
American war in Cambodia and the 
terrifying catastrophe which followed 
under the Khmer Rouge revolution. 
The power of their true story and the 
talent of the film-makers have pro- 
duced an image which will be remem- 
bered long after the film's run at the 
box office. 

Schanberg is the typically compul- 
sive, competitive, brusque American 
who efficiently dresses down Ameri- 
can Embassy officials and his reporter 
colleagues, but who is hopeless at man- 


oeuvring through the world of Cam- | 


bodians. For that he needs Pran, the ef- 
ficient, generous, tireless Khmer who 
bribes all the right officials and nearly 
gets himself killed to make sure Schan- 
berg wins the Pulitzer Prize. 











It is all true. Both men were like thal 
and even more so. One admired Si 
berg's dispatches but, during the war 
he was often as approachable as a cac- 
tus. Pran, as the film shows, woi 
his life for a friend. In the aft 


the war both men changed profoundls 
which is also part of the film 
I met Schanberg and Pran in 1973 
when I began covering the Cambodian 
War for the REVIEW. We becami 
friends while trying to decipher th 
war and I, too, feared thi | 
Pran disappeared along with millions 
of other Cambodians afte: 
Khmer Rouge victor, 
Serpe: in Thailand, the movie begin 
in 1973 with the mis 


America 
bombing” of Neak Luong 
which laid before the world t! 
some spectacle of the death | 

path of a B-52 airstrike. By mistake | 
bombs landed on the river bas 

US ally. Pran helped Schanb: 

the site and pull off a journal 


— a cause for celebration 1 he twi 
| Journalists and one more step further 
down the path of ruin for Cambodi 
At the end of the war, almost two 
years later, Schanberg encourage: 
Pran to stay on with him after th 
American evacuation Schanbers 
seems to have no second thoughts. He 
needs Pran. The latter makes up ! 
own mind, saying he will stay on be 
cause he too is a professional 
37 


nalist. Then the Khmer Rouge arrive | 


and within hours Pran saves the lives 
of Schanberg and two other Western 
journalists. They escape to an embassy 
compound in the capital. The foreign- 
ers are later ferried out of the country 
in a truck convoy to Thailand. But 
Pran, as a Cambodian, is ordered to 
stay. In the eyes of the Khmer Rouge he 
is a native, without the privileges of a 
foreign journalist. 

This all really happened. It is not a 
manufactured metaphor or an over- 
reaching allegory to describe the US 
“friendship” with Cambodia, or the in- 
equity and blindness of American 
power in small! countries. In the hands 
of less sensitive film-makers Pran's 
and Schanberg’s story could have been 
stretched to make such a statement. 

Instead, producer David Putnam 
and director Roland Joffe stuck closely 
to the story. To doso they had to under- 
stand it, the men and the war — and 
this, perhaps, is their greatest ac- 
complishment. They captured Cam- 
bodia. As difficult as it may seem to 
viewers who recoil at the horror, they 
even understated the magnitude of the 
cruelty. 

They avoided sensationalism and as 
a result they have made more than an 
accurate portrayal of those times; for 
the journalists who lived through that 
war, it was like being catapulted back 
into the heat, the dust, the blood and 
the claustrophobia of fear and death. 
For those Cambodians who lived 
through the Khmer Rouge revolution 
the film has had an almost therapeutic 
effect. One Cambodian friend said he 
felt a sense of relief that his and his 
country’s suffering is being taken seri- 
ously. 

There are errors, of course; the film 
is not a documentary. It fails at the 
point where it strays from description 
and tries to explain the Khmer Rouge. 
It gives the impression that Khmer 
Rouge cruelty was shaped by the Ame- 
rican bombing — a simplification 
which is wrong and jars with the other- 
wise sophisticated handling of the 
material. 


Mz of the credit for the triumph 
of The Killing Fields belongs to 
Joffe, who took it upon himself to inter- 
view countless Cambodian and West- 
ern journalists, experts and witnesses. 
My experience with Joffe was typical. 
He spent hours with me going over my 
experiences in Cambodia during and 
after the war, my friendship with Pran 
and Schanberg and my own research 
into Khmer history. 

Despite the decidedly favourable 
impression he left with me and other 
Cambodia-hands, we were awestruck 
when we finally saw the film. Regard- 
less of what film critics may say, our 
tears, our silence after the film and its 
haunting effect for weeks later are tes- 
timony to its power. 

But there is one more master-stroke 
about The Killing Fields: the story 
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Happy Buddhist peasants 
and the orgy of genocide 


Cambodia 1975-82 by Michael Vickery. 
George Allen & Unwin. £7.95 
(US$9.50). 


|: the final years of the Vietnam War 
some Western analysts were fond of 
saying that the Vietnamese com- 
munists had a "blood-debt list" of up 
to 3 million names and routinely spoke 
of the horrors that would follow any 
collapse of the Saigon regime. That 
long-anticipated bloodbath never did 
come to pass. In Cambodia, however, à 
genocide every bit as terrible as that 
predicted for Vietnam did occur after 


the Khmer Rouge forces of Pol Pot | 


came to power. And though it may 
have been intended in 1975 that only 
the most irredeemable class enemies be 
taken away for execution, the revolu- 
tion in Democratic Kampuchea (DK) 
quickly ran riot, devouring not only its 
enemies but many of its children in à 
four-year orgy of bloodletting. 

In an opening chapter, Vickery sets 
out what might best be described as 
predisposing factors that helped set 
the scene for the Pol Pot disaster. One 
of the points he makes is that Cam- 
bodia, long before the enforced split 


does not end with the war; it focuses on 
Pran's struggle to stay alive in the 
Khmer Rouge revolution. 

Back in the safety and comfort of the 


| US, Schanberg suffers a near paralysis 
of guilt over Pran. His wartime cover- | 
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age of Cambodia had been riveting be- 
cause of the moral outrage he express- 
ed in every dispatch — outrage over the 
American bombing and the American 
policy of propping up Phnom Penh's 
corrupt and inept regime, outrage over 
the suffering the war brought to count- 
less innocents. Now he turns that out- 
rage against himself. He cannot bear to 
read stories about the new round of 
cruelty ushered in by the Khmer Rouge 
revolution, stories he feared were short- 
hand for the life Pran was undoubted- 
ly suffering. Schanberg had focused so 
intensely on the American involve- 
ment in the war that he was caught un- 
awares, like most of the world, by the 
savagery of Cambodia's new rulers. It 
is Pran who has to pay for Schanberg's 
mistakes. 

The film then returns to Cambodia and 
Pran’s ordeal. He hides his former iden- 
tity from the Khmer Rouge masters and 
pretends to be a poor, illiterate Cambo- 
dian. He suffers from hunger, inhuman 
working conditions and near madness 
by the wanton cruelty around him. 

At one point he sneaks into his vil- 
lage’s animal pen and sucks the blood 


into “old” and "new" people, was 
deeply divided. An important division, 
he notes, was between town and coun- 
try. “But a more profound division lay 
between town plus æ 


. town- 
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Pol Pot and followers: hideous rule. 
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from live cows. He is caught. It is a 
crime punishable by death. But Prar 
survives. He watches as other educat- 
ed Cambodians admit to then 
background and are taken away anc 
murdered in the “killing fields.” In one 
scene Pran finds himself in such a kill- 
ing field and reacts in mute horror as 
he realises he is wading through skele- 
tons and human debris. 

Pran finally escapes Cambodia afte) 
the Vietnamese invasion. Schanberg 
receives word of Pran's miraculous 
survival and they are reunited at a re- 
fugee camp near the Thai-Cambodiar 
border. 

Not only does this section of the film 
remind the public of the hideou: 
Khmer Rouge rule, it also raises ar 
issue of particular poignancy for all o: 
us who cover foreign stories and rel) 
on native journalists to interpret no 
just a language but a culture unknow1 
to us. They take the risks, we are free t« 
leave on the first or the last planes out. 
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related rice and garden peasantry and 
those rural groups who, through dis- 
tance, poverty, ingrained hostility, or a 
conscious preference for autarky, re- 
mained on the outside of Cambodian 
society which everyone knew and 
which Phnom Penh considered the 
only Cambodian society of any impor- 
tance.” 

The region of the “happy, Buddhist, 
rice-growing peasants” of conven- 
tional-wisdom Cambodia was re- 


stricted to the inundated area around 
the Tonle Sap (Great Lake) and the 


In 1974 ] wrote an article about 
Cambodia's heroic journalists for The 
Washington Post, in which I tried to 
describe how indispensable-the Cam- 
bodian press corps was for the foreign 
journalists, most of whom did not live 
in Phnom Penh. I wrote about Pran and 
Schanberg, about wire-service photo- 
graphers who earned US$1:50 a day to 
go to the front lines, take pictures and 
bring back detailed information about 
the battlefield. And I also mentioned 
the only Cambodian woman working 
for the foreign press. Her name was 
Yun Hor. At the time she was working 
for the Japanese TV network Nihon 
Denpa News. She had earned a Japan- 
ese-language certificate at the Japan- 
ese Embassy in Phnom Penh and was 
studying English, she said, for a post- 
war career. Asa result of my article she 
received a US$20 pay rise from her 
boss. It provided a suitable footnote to 
a happy story — until 1975. 


sin the case of Pran, Yun Hor did not 

leave Phnom Penh. I do not know 
why. Perhaps she believed that there 
would bea role for her in the Cambodia 
of the Khmer Rouge. I do know her fate 
because I came across her name among 
the list of victims at the documents 
centre of Tuol Sleng, the Khmer Rouge 
main interrogation and execution 
centre. I was looking for research mat- 
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Wes. 


Mekong river south of Kratie. Outside 
that area, Vickery notes, life was quite 
different and "we can safely say that 
no assumptions about Cambodian life, 
attitudes, mores, and beliefs based on 
observations of the central rice-grow- 
ing and gardening zones are likely to 
be accurate for the outer regions." 

In these outer areas many villages, 
for reasons of climate, inaccessibility 
and incompatibility, had evolved a 
nearly autonomous lifestyle, wanting 
only to be left alone. The inhabitants of 
this “other” Cambodia were resentful 


erials for a book and in the process 
stumbled across an awful reminder of 
the price Cambodian journalists paid 
to help us in the war. Yun Hor’s story 
could have been Pran's. 

After the Khmer Rouge forced every- 
one to leave Phnom Penh, Yun Hor was 
shepherded to the northwestern region, 
as were many educated Khmers includ- 
ing Pran. But she failed to hide her 
identity. On 18 January 1976 she was 
arrested by the secret police of the 
Khmer Rouge and sent to Tuol Sleng. 
There, like the other victims, she was 
tortured for weeks into confessing that 
she was a spy for the CIA. 

Her forced “confession” differs from 
nearly every case I examined because 
Yun Hor did not have to invent fantas- 
tic tales of sabotage to satisfy her 
sadistic torturers. All she did was re- 
cite her duties as a journalist. That was 
enough proof for her jailers that she 
was subversive and dangerous. 

Here is what she confessed: that dur- 
ing the war she kept count of how 
many soldiers fought for the Khmer 
Rouge and how many were fighting 
for Lon Nol's Khmer Republic; she in- 
vestigated whether villagers were 
sympathetic to the Khmer Rouge; she 
tried to discover whether  mer- 
chants were selling cloth, medi- 
cine, kerosene and other supplies to 
the Khmer Rouge; she reported the 





SEa 


ow p 


not only of those from the towns and 


cities but also of the "civilised" rice 
peasantry. And it was people from 
these outer zones who proved most 
vengeful during 1975-79 

The author says no precise estimate 
can be given of the percentage of the 
total population living in the innerand 
outer zones and does not even hazarda 
guess. This is a matter for regret and 
leaves the reader a little up in the air. A 
rough guess might be that two-thirds 
of the population were in the inun- 
dated "normal" region, the remainder 





secret rubber trade between the 
Khmer Rouge and the Lon Nol regime, 
and she took photographs of the 
battlefield. 

Those were her “crimes,” proof that 
she worked for the CIA. She was exe- 
cuted on 20 May 1976 and her body 
thrown into one of those hideous kill- 
ing fields. 

There are a number of women jour- 
nalists, who started out in Cambodia 
and went on to cover other stories, even 
other wars. Yun Hor, our only Cambo- 
dian counterpart, went on to die a ter- 
rible death in a Khmer Rouge torture 
chamber for doing the same reporting 
that had brought others praise and 
promotion. In the eyes of the Khmer 
Rouge, and of many other government 
officials around the world, carrying 
out the normal duties of a journalist is 
tantamount to spying, sabotage and 
subversion. 

The Killing Fields is a tribute to her, 
to Pran and to the other Cambodian 
journalists; a reminder of whois at risk 
covering foreign wars ü 


tot 


Elizabeth Becke Was COrTe spondi ni thi 
Washington Post in Cambodia during the Indo- 
china war. She was invited to Phnom Penh by the 
Pol Pot regime in December 1978 (prior to the 
Vietnamese invasion) along with leftist British 
academic Malcolm Caldwell who was killed by an 
unknown assassin while they were staving in a 
government guest house in Phnom Penh 
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outside in the drier and generally more 
remote zones. 

Vickery also touches on the tradi- 
tions of violence in Cambodian society 
— traditions which, it might seem, go 
some way towards explaining the 
brutality of the Pol Pot vears. Patterns 
of extreme violence against people de- 
fined as enemies, however arbitrarily, 
he shows, have very deep roots in Cam- 
bodia, backing up the assertion with 
some fairly persuasive historical evi- 
dence. He cites a scholar of 19th cen- 
tury Cambodia who speaks of “the at- 
mosphere of physical danger and the 
currents of insecurity and random vio- 
lence that run through thé chronicles.” 


MS also provides some interest- 
ing insights into the anti-clerical 
tendencies that predated Pol Pot's anti- 
religious fervour, and which throw 
into question much of the conventional 
images of a smiling Buddhist land. 
Perhaps most important, however, the 
author notes that village and family 
organisation, especially if compared to 
China, Vietnam or India, were ex- 
tremely weak. Khmer villages were not 
cohesive units, as in Vietnam, dealing 
collectively with officials, and beyond 
the nuclear household families easily 
disintegrated. For the rural 80- 
90% of the Cambodian people, 
arbitrary justice, sudden violent 
death, political oppression, 
exploitative use of religion and 
anti-religious reaction, both vio- 
lent and quiescent, were common 
facts of life long before the war 
and revolution of the 1970s. “The 
creation of Pol Pot—ism,” he notes, 
“were all there in embryo.” 

Vickery’s second major ac- 
complishment is the way he 
demonstrates, after a scrupulous 
review of the evidence, that condi- 
tions in Cambodia during 1975-79 
differed significantly according 
to time and place, a conclusion 
very much at variance with what 
the author terms the “standard 
total view,” or STV. According to 
the STV, the DK leadership 
sought to exterminate all those 
who during the Prince Norodom 
Sihanouk and Lon Nol periods 
had served in the military or had 
held civilian administrative posts 
or were otherwise members of the 
urban elite, and all other “intel- 
lectuals,” meaning all who had 
more than basic primary school- 
ing, in particular doctors, 
teachers, technicians. The STV 
also holds, he says, that the regime 
abolished schooling, medical 
care and religion, and sought to 
destroy the family and members 
of minority groups. 

The importance of Vickery's 
clarifications about conditions 
during this time can hardly be 
overestimated, so much obfusca- 
tion having clouded the picture. 
However, the author readily 


40 


Children in Kompong Cham 


enough admits that education — ex- 
cept for the children of the Pol Pot 
elite — and religion virtually went out 
the window in Democratic Kam- 
puchea, is ambivalent about DK at- 
titudes towards the family and less 
than persuasive when he seeks to de- 
fend DK medical care. He also seems 
unduly harsh in the judgments he 
passes on two categories of people — 
the Bangkok-based Western jour- 
nalists who passed on the horror 
stories that began to emerge from 
Cambodia after the Khmer Rouge 
came to power in 1975 and the mem- 
bers of the middle and upper strata of 
Cambodian society who provided the 
journalists with the raw materia! for 
their reports. 

Vickery flays the correspondents — 
"sensation-hungry journalists" — for 
not being sufficiently sceptical of the 
stories given to them by refugees: à 
lack of scepticism, he suggests, which 
helped spawn the misleading STV. In 
some cases, correspondents may well 
have extrapolated all too freely about 
conditions in Cambodia on the basis of 
insufficient data. But that they were 
seeing the tip of a monstrous iceberg is 
bevond doubt — as Vickerys own 
carefully assembled evidence so amply 
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province: ‘peasant fetishism. ' 


demonstrates. And though Vickery 
stresses that he has no desire to pass 
moral judgments about what hap- 
pened in Cambodia during this time, a 
pro-rural, anti-urban bias seems all 
too apparent. 


Acme of the town dwellers 
in an opening chapter says a lot: 
"These were the people — spoiled, pre- 
tentious, contentious,  status-con- 
scious at worst, or at best simply soft, 
intriguing, addicted to city comforts 
and despising peasant life — who faced 
the communist exodus order on 17 
April. 1975.". In a subsequent chapter 
Vickery has more to say on this subject, 
warning against making the mistake of 
“urban fetishism” — considering cities 
as good per se, and deserving of preser- 
vation whatever conditions prevail. 
Unlike a! Western industrial city, he 
says, PhnomPenh did not produce 
wealth but drained it from the coun- 
try for an unproductive elite." 

This is, at best, a sweeping generali- 
sation. One may lament the shortcom- 
ings of} pre-1970 Cambodia and, in 
particular, the affectation and greed of 
many members of the elite. But that 
hardly justifies the anti-urbanism that 
runs like a thread through the book. 
Cambodia's towns and cities ac- 
counted for some 20% of the total 
. population before the outbreak of 
the war in 1970, a fairly accept- 
2 able urban-rural ratio by the 
standards of contemporary 
Southeast Asia. There were mem- 
bers of an unproductive elite. But 
there were also doctors, teachers, 
agricultural experts, train driv- 
ers, artisans and shopkeepers. 

Vickery, it is true, warns too of 
the error of “peasant fetishism” 
— the belief that a return to the 
countryside will solve all prob- 
lems: But too often he comes 
perilously close to the view that 
city people were parasites and 
that they could cheerfully be dis- 
posed of. Indeed, he seems to view 
with equanimity the liquidation 
of whole concourses of urban 
dwellers while at the same time 
displaying quite remarkable de- 
tachment and restraint when con- 
fronted by the excesses of Pol 
Pot. 

Consider the fate of Neang Y, a 
woman Vickery had known in 
Phnom Penh before the war 
began in 1970. She left the capital 
in 1975 with the wife of a 
brigadier-general, presumed to 
have been killed by the Khmer 
Rouge, the brigadier's son and 
daughter and the daughter’s hus- 
band, a captain who was executed 
in 1977. The other woman died of 
illness and her son was executed 
because his father had been a gen- 
eral. Vickery writes off the mur- 
der of Neang Y's husband, the 
death of her friend and the execu- 
tion of her friend's son as “un- 
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The communications system the Egyptians developed was extremely flexible. Hier glyphs could represi 
objects, abstract ideas, numbers —or just sounds. But it was a limited system. Only a small gr up of priest 
and scribes could understand it. 

For years complicated computer technology imposed the same limitation on business. Only exp: 
access to information. But with our Displayphone* terminal — the world's first c mputer terminal 
accessing internal or external data banks is as easy as making a telephone call 

The Displayphone terminal is a complete data management 
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and receive electronic mail. 
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worldwide, a team of B&W experts 
is ready to work with you. 

Whether you need high technology 
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ceramic fiber insulation, B&W can 
Service you. 

From single component upgrading 
to entire boiler island rebuilds, B&W 
can engineer modifications to deliver 
improved operating efficiency. And 
our maintenance and operator train- 
ing programs will help keep your 


plant running smoothly. 


For morethanacentury weve been 
a world leader in industrial and utility 
steam generation. And in this world, 
no other company can supply B&W’s 
technological expertise and total 
scope Services. 





For more information, contact the — 
Manager, International Marketing & 
Sales: Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario, Canada N1R 5V3. 

Tix 069-59341 or Babcock & Wilcox 
International, Inc., 20 S. Van Buren 
Avenue, Barberton, Ohio, USA 44203. ~ 
Tix 98-6406. Babcock & Wilcox, a 
McDermott International company. 
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pleasant experiences” and has the 
poor woman allowing that condi- 
tions were “not... too bad” at this 
time. Ten pages later we are told 
of a witness who, within eight 
months of the Khmer Rouge take- 
over in 1975, had watched the 
death from hunger of one-third of 
the 5,000 people in his area and 
the execution of others. And, as 
Vickery is at pains to point out, 
the Khmer Rouge did not show 
their ugly side until 1977. 

In another part of the same re- 
gion, Vickery reports, the only 
“unjustified violence” concerned 
“a few killings related to the 1978 
rebellion.” Vickery does not de- 
fine what he considers justified 
violence. At the end of an exhaus- 
tive analysis of conditions in vari- 
ous parts of the country, the au- 
thor concludes that 400,000 died 
in less than four years, adding, 
with no apparent irony: "A de- 
cline of 400,000 [in a population 
of perhaps 7 million] does, I 
would say, indicate failure of the 
DK system . . ." Elsewhere, he 
says that the number of execu- 
tions was large. enough to cast 
"serious discredit" on the regime 
— rather casual language for a 
man so quick to vilify the softies 
from the cities. Many of course 
would argue that Vickery’s death 
toll is far too conserva- 
tive. 

Vickery makes the point — a 
valid one — that the urban elite 
has been the main focus of re- 
search on post-1975 Cambodia 
and the main source of informa- 
tion on the country. The pea- 
sants, he rightly notes; have been too 
often ignored, save when they have 
been blamed for the excesses visited 
on the country under Pol Pot. But one 
might have thought that the author 
would have found compassion for all 
Cambodians — rich and poor, urban 
and rural — who suffered so greatly 
during the 1970s. 

Sihanouk's government may have 
made its share of errors; it may have 
educated more young people than the 
country could usefully employ. But 
these were the fairly well-meaning 
mistakes of a newly independent gov- 
ernment, and it is difficult to compare 
these shortcomings with the murder- 
ous excesses of Pol Pot. 

One feature of this book worthy of 
special note is the survey of conditions 
in the country's Southwest Zone, the 
poorest agricultural area and one 
where Pol Pot-ism flourished, and the 
East Zone, where leaders were heirs to 
the traditions of the old Indochinese 
Communist Party and more in line 
with Vietnamese thinking. The bitter 
rivalry between these two zones, the 
murderous purge of the East by cadres 
— most of them Southwesterners — 
from the central government, was, as 
Vickery notes, akin to a civil war be- 
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tween those who ran Cambodia in 
1975-79 and those, such as Heng Sam- 
rin, who have run it since. 

Also useful is the resumé Vickery of- 
fers of the origins of the Cambodian 
communist movement, though there is 
very little, as the author stresses at the 
outset, about the structure and func- 
tion of the governmental apparatus of 
DK. 


owards the end of the book, Vic- 

kery, in seeking to situate the DK 
group within the political spectrum, 
asks whether the DK leaders were, in 
fact, communists at all. His conclusion 
is that they were not, a view that is 
bound to be hotly debated. DK theory, 
Vickery says, was a blend of “Thanh- 
ism" — a distillation of the ideology of 
Cambodian  nationalist Son Ngoc 
Thanh — and Marxism. And any Marx- 
ist notions, he suggests, quicklv fell 
victim to the imperatives of a peasant 
revolt which, once unleashed, could 
not beheld back. Vickery's case is per- 
suasively argued and forms, in fact. 
one of the best parts of the book. 

As Vickery notes, the original group 
of Cambodian communists — men 
closely associated with the Vietnamese 
communist movement had been 
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pushed aside by the French-edu- 
cated intellectuals who became 
the DK leadership and the author 
makes the case that the present 
leaders of the People's Republic 
of Kampuchea are the survivors 
of the earlier tradition. Having 
done so, he offers a hypothetical 
sketch of how and why the second 
group took power within the 
party "and adopted poor peasan- 
tism and anti-Vietnamese racism 
as their leading policies — policies 
which proved disastrous.” 

To gain power, Vickery asserts, 
the Pql Pot group had to take up 
and intellectually justify tradi- 
tional peasant rebellion, *which 
ultimately imposed its back- 
woods goals and ideals on them." 
This, some might consider, pro- 
vides an all too easy way out for 
those who originally supported 
Pol Pot but who later cameto look 
with horror at his excesses. Marx- 
ism is vindicated, poor peasan- 
tism excoriated 

In seeking to illustrate the 
peculiar path of the Cambodian 
revolution, Vickery draws some 
comparisons with certain other 
revolutions, both Asian and 
Western. This too is illuminating, 
In no way, says Vickery, was the 
Cambodian experience similar to 
the Cultural Revolution in China, 
save for the DK contempt for cer- 
tain aspects of traditional culture 
and the violence of class struggle. 
And if the Cambodians had in- 
tended to emulate the Great Leap 
Forward, he says, they went so 
far beyond it as to change totally 
the context of the experiment. 
Rather, he concludes, Pol Pot's Cam- 
bodia was almost a classic example of 
peasant populism, its programme “one 
of rough revenge for the verities of the 
soil on the alien and the sophisti- 
cated.” 

Vickery's achievements in this book 
are not inconsiderable. He has shown 
how and why Pol Pot's reign of terror 
was possible. He has made a painstak- 
ing study of the evidence concerning 
conditions in Cambodia during the late 
1970s and shown that it is too simplis- 
tic to imply — as earlier authors have 
done — that the country was one great 
great chamber of horrors at all places 
and at all times. Finally, he has offered 
some intelligent thoughts about the 
way in which this revolution might be 
categorised 

The problem is that Vickery is so ine 
tent on clarifying the record that he 
seems at times to understate the enor 
mity of the crimes committed during 
this time. This almost clinical detach- 
ment might be justified in the name of 
intellectual objectivity, but that qual- 
ity 1s not much in evidence in some 
parts of the book; not least in the sum- 
mary and too up-beat treatment of the 
present regime in Phnom Penh 
— DAVID JENKINS 
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The Quality of Mercy by William Shaw- 
cross. Andre Deutsch. £12.95 (US$15). 


n November 1979, after Cambodia 

had endured almost a decade of 
hardship and horror, TV footage of 
emaciated Cambodians collapsing and 
dying along the Thai border gave rise 
to fears in the West that a terrible 
famine was about to engulf that al- 
ready devastated country. According 
to some reports, 2-3 million Cambo- 
dians had died since the second Indo- 
china War spilled across into Cam- 
bodia in 1970, and there was talk of 2 
Million further deaths by Christmas. 

Those fears were to prompt a mas- 
sive relief operation — one that would 
result in US$1 billion in emergency aid 
being sent to Cambodia over the next 
three years. Yet, in November that 
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Torture found in a Phnom 


year, foreign-aid officials who were 
permitted to travel around Cambodia's 
Great Lake found little evidence to 
support the view that a catastrophe of 
anything like that magnitude was 
looming. 

“We were looking everywhere for 
the famine," said Malcolm Harper, an 


Englishman who had been working for 
‘Oxfam for the previous 16 years. “And 


yet we found no trace of it. People were 
poor, they were malnourished; they 
were badly clothed. But they were not 
dying of hunger.” Others who followed 
in Harper's footsteps came to virtually 
the same conclusion. As Shawcross 
notes, this, to say the least, was 
perplexing to the aid officials inside 
Cambodia. To the world outside, 
where the prevailing images were still 


7 of people dying like flies on the border, 


it was incomprehensible. Harper, 
Shawcross notes drily, was not encour- 
aged by Oxfam officials to tell jour- 
nalists what he had seen. 

By this time, a whole alphabet soup 
of relief organisations — Unicef, ICRC, 
UNHCR, FAO, Unbro, Cidse, WFP, 
ARRK and the AFSC — were gearing 
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up or about to gear up to help Cam- 
bodia, There was, clearly, a great need 
for aid and, by and large, the aid offi- 
cials performed with dedication and 
distinction. But as Shawcross shows, 
there were all manner of obstacles — 
political, diplomatic, logistical — to be 
overcome and these inevitably resulted 
in the late delivery of much of the aid. 

Shawcross, following up on his*suc- 
cessful Sideshow: Kissinger, Nixon 
and the Destruction of Cambodia, 
shows once again that he has the nose 
of a ferret and the narrative skill of à 
novelist. He has spoken to countless 
aid officials and diplomats, gained ac- 
cess to an amazing number of their pri- 
vate telexes and situation reports — 
aid officials, it is clear, leak like sieves 
— and rounded out his account with 
his own inquiries into conditions inside 


Cambodia and along the Thai border. 
And he has drawn the various 

threads together in. a thought-provok- 

ing conclusion. This not only dissects 
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the actions of the various international | 


bodies that have been created to minis- 
ter to the needs of the victims of the 
war and famine and political turmoil, 
but compares the Cambodian relief 
operation with similar operations in 
such. places as Biafra. His judgments 
are blunt and to the point. 


hat Cambodia deserved great atten- 
tion, says Shawcross, is beyond dis- 
pute. But, he says, the real needs of the 
country were dften obscured by prop- 
aganda, by sensationalism and by 
cliche, as well as by straightforward 
political controls. “As a result, much of 
the aid was misdirected, much of it was 
inappropriate, and the Cambodian 
people as a whole did not benefit from 
the widespread surge of compassion on 
their behalf to anything like the extent 
which they deserved." 
All this is fine. The problem is that 
the book may be too long (almost 450 
pages when the footnotes are im- 








cluded), and too detailed for some. The | 


Quality of. Mercy is an important 
book and deserves to be read, but as 
time passes-and one disaster follows 
another't may be that only those with 
a fairly immediate interest in the sub- 
ject at hárd will be inclined to give the 
book their Undivided attention. Shaw- 
cross writes well; with insight and 
compassion. But a case study on disas- 
ter relief ishardly the stuff of best sell- 
ers. 

For those who do-have a serious in- 
terest in Cambodia, there are some in- 
teresting comparisons with Michael 
Vickery's Cambodia 1975-82. Shaw- 
cross would probably be the first to 
admit he is in no sense an expert on 
Cambodia or Cambodians. He shows 
little understanding of what it is that 
makes Cambodians tick, and his obser- 
vations — however sympathetic — are 
always those of an outsider. Neverthe- 
less, some might feel that he has his 
feet planted more firmly on the ground 
than Vickery, who seeks to exculpate 
Marxism for the horrors of Pol Pot. 
Shawcross does not even consider this 





viewpoint, and has no time for glib 
comparisons between Pol Pot's Cam- 
bodia and Hitler's Germany. 

The constant invocations of Nazism, 
he believes, have helped to obscure the 
fact that the Khmer Rouge were a 
Marxist-Leninist organisation, and 
that the Tuol Sleng torture centre in 
Phnom Penh “resembled much more a 
Stalinist prison than a Nazi concentra- 
tion camp." And yet, he says, he can re- 
call no one describing Tuol Sleng as an 
Asian Lubyank@y “Stalinist crimes 
have not been registered upon modern 
memory to anything like the extent of 
those of the Nazis.” 

Shawcros$4s also a good deal more 
sceptical than Vickery about the bene- 
fits of life under Heng Samrin, and his 
scepticism is well-founded. However, 
he sees the Heng Samrin regime a little 
simplisticly, as no more than an 
offshoot of Pol Potism. There is a dif- 
ference — an important one — between 
the current regime in Phnom Penh and 
its predecessor. But, as anything would 
be better than Pol Pot, this is less of a 
selling point than some would have us 
believe. — DAVID JENKINS 
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going. 
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| llegations by an inquiry headed 
| by Malaysian Auditor-General 
ow Tan Sri Ahmad Noordin Zakaria 
licit payments by Hongkong finan- 
‘George Tan's Carrian group to of- 
's of Bumiputra Malaysia Finance 
") have blown open the long-sim- 
ing financial scandal. 
tthe surprise release of part of the 
ttee’s findings by the Malaysian 
nment on 2 January has left un- 
ered other large areas of concern 
Carrian's relationship with the 
ng subsidiary of the public sec- 
ik Bumiputra Malaysia Bhd 
B) And it remains to be seen 
ction will be taken by the gov- 
nts of Malaysia and Hongkong 
ommendations by the Ahmad 
din committee that some people it 
's should face prosecution. 
idence gathered by the committee 
ly suggests that former BMF 
man Lorraine Osman — “Uncle 
aine” to Tan — was the key link 
‘een the finance company and the 
nkrupt Carrian group. He is al- 
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than US$11 million from Carrian 
ipanies during 1980-81. 

hmad Noordin and his two col- 
sues have detailed evidence of three 
arent payoffs or improper favours 
Osman, two to former BBMB and 
F board member Hashim Sham- 
din, two to former BMF board 
er Rais Saniman and one each to 
' BMF general manager Ibrahim 




















n so, the sums involved are still 
ively small in comparison with the 
US$1 billion BMF loaned to Car- 
group companies —— much of it still 
ccounted for. This raises the ques- 
1 of whether much larger amounts 
yf diverted funds have yet to be un- 
overed. Much of this loan exposure 
Was not made until 1982 and early 
983, well after the alleged payoffs de- 
ailed by Ahmad Noordin and ata time 
when lending to Carrian was riskier. 

The brief says documents reveal 
man obtained sums totalling 
$27.65 million (US$10. 8 million) and 
0,000 (US$229,885) from Plessey 
vestments, Perak Pioneer and 
flaritano Investments —— three com- 
yanies indirectly related to. Carrian 
id Tan but not, apparently, direct 
bsidiaries. Osman also received 
secured on 


to have improperly received. 


BMF  place-. 
; including one arranged | by. 


Filipino-Chinese financier Tan Yu. 

Rais gained a £500,000 personal 
loan, secured by BMF, while his wife 
apparently received an out-and-out 
gift of £280,869 — again from Plessey. 
Ibrahim (who took a hand in arranging 
many of the favours), also benefited 
from overdraft facilities extended by 
Tan, while his subordinates, Chin and 


Chow, had the use of shares and war- . 


rants loaned by Tan. 
The accusations against Hashim de- 
tail a HK$4.1 million (US$525,000) 


loan from Asean Nation Internationale 


Ltd (Anil), a deposit-taking company, 
to Hashim. This was secured as a “quid 
pro quo" by a BMF deposit with Anil of 
HK$3 million. The correspondence 
shows Ibrahim, who made the place- 
ment with Anil, feared receiving a query 


Home truths 
from abroad 


By Philip Bowring in Hongkong 
p of some of the evidence 
and conclusions of the inquiry con- 
ducted by Malaysian Auditor-General 
Tan Sri Ahmad Noordin Zakaria has 
reversed the roles of Hongkong and 
Malaysia. 
Hongkong had been pursuing some 
aspects of the affair while in Malaysia 
there was strong resistance to a 
thorough airing of it. Ahmad Noordin 
has changed that. The Hongkong au- 





thorities cannot now ignore the call for. 
them to take action on aspects of the 


affair which have hitherto been given 
secondary importance. 

Ahmad Noordin.has made specific 
and documented charges of corruption 
against officers of BMF, a Hongkong- 
incorporated company and licensed 
deposit-taking company (DTC) which 
merit attention under corruption, 
companies and DTC legislation. 

As his inquiry related to BMF rather 
than Carrian, there is no way of know- 
ing whether any other prima facie evi- 
dence of corruption exists in connec- 
tion with other ill-secured loans made 
to Carrian. 

In Hongkong it is as much an offence 
to offer as to receive a corrupt advan- 


"tage. So far no corruption charges have 


been PTER in HORRORE in connec- 





from head Uffice and he asked Hashim 


| to approve the placement . 


Rais’ assistant in BBMB's interna- 
tional division; Lai Ming Kong, spot- 
ted the placement and queried it in a 
report tó BBMB's management com- 
mittee, There was no response. 


B ven with these charges of specific 
B corruption; committee chairman 
: Ahm ad Noordin told the REVIEW 
that the question of other, even larger 
amounts of diverted funds is one which 
lies outside his panel's terms of refer- 
ence. He admitted his committee may 
only have seratched the surface, given 
the limitations in its terms of reference 





and in its powers. 
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The brief does not trace the 


Maii Arr of the alleged biai 





tion wit a BMF, Carrian or any of their 
related companies though it is known 
that the Independent Commission 
ps Zorruption (ICAC) investi-. 








in A inem | 
: ers of financial instutitons 
for accepting or soliciting advantages, 
senior ICAC officers have said pri- 
vately that they have received minimal 
cooperation from several large and 
supposedly responsible international 
banks in following up prima facie evi- 
dence of payoffs. 

But it appears that Ahmad. Noor- 
din's inquiry would not have gone as 
far as it did without cooperation from 
the Hongkong. police, the liquidators 
of Carria oldings Ltd (CHL), ac- 
countan ‘nst and Whinney, and the 
inspectors appointed by the Hongkong 
Government in early 1983 to look into 

zarrian. d 

| Ahmad Noordin quotes evidence 
given to the Hongkong inspectors but 
not yet published locally. Clearly it 
was theliquidators who led Noordin to 
the M$12.5 million (US$5.08 million) 
paid to a Kuala Lumpur lawyer acting 
for Lorraine Osman from Maritano, a 
companya ich was originally a sub- 
sidiary of Carriam Investments but 
whose ownel is now obscure. 

| shareholders and directors 
were nominee companies of Deacons, 
a large Hongkong firm of solicitors 
which mega or. Carrian. SOEUR, ac- 



























or identify the 
companies or people supplying favours 
within the wider picture of BMF's col- 
ossal An dps n 

















most of its ba 
are now estimated. o 
billion. 
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its ofthe brief have 
lation: 


ng last year, including 
the Hongkong police: 
tation now with pre- 
nk officers remains out 
ad Noordin:has com- 
a "lack of cooperation” 
MF officers interviewed, 
vida that limited 


for whom they are holding the issued 
shares of Maritano. No'accounts have 
been filed for or on behalf of Maritano 
"with the Registrar of- Companies. 
Deacons have also failed toobtain per- 
mission from their clients to release 
contents of telex messages sent on be- 


half of their clients. tor: Lorraine 


Osman. id 
If this is the case Shere is: reason to 


atk why no action has been taken in 


Hongkong, where the authorities must 
have known about d Situation for 
months. 


T: problem of angi TE 
tion from lawyers about the affairs of 
clients who disappear (in:Deacons case 
lawyers have also disappeared) has 
been a major hurdle for Ahmad Noor- 
din, whose committee had no power of 
subpoena. Specifically it lacked the 
power to require two Malaysian firms 
which received funds on behalf of 
Osman to disclose where they went. 
Hongkong investigators should have 
fewer constraints. Inspectors have 
quite wide powers to require officers of 
companies to give evidence. It is not 
clear how far the Hongkong inspectors 
have been using the powers at their 
disposal to examine under oath offic- 
ers of Carrian group companies — who 
necessarily include the Deacons' law- 
yers whose nominee companies were 
acting for Carrian — to disclose what 
they know. It is not clear whether there 
is anyone left at Deacons who knew 
what was NEUE done hy t them on 
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most. entirely. on the 
the committee was 


BMF later 


| Malaysia, 





le of various finance | 


2 A letter fr from Tan: close relations | 
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| lation that other, 
briefs’ by the committee contain 





powers cramped his ability to investi- 
gate. 
» It names Kuala Lumpur lawyers 
.K. S. Narayanan and Tan Sri C. Sel- 
varajah as receiving remittances. to 
including. M$12.5. milli 
‘from Maritano Investments on behalf 
of Osman. Although both. expressed 
willingness to help the- committee, 
neither provided further information 
on the use of the remitted funds. The 
mention of Selvarajah has caused 
speculation: he is chairman of United 
Motor Works, which last year won dis- 





tributorship rights for the new / made- 
. in-Malaysia car. 


The brief describes itself as an ac- 
count of prima facie cases of corrup- 
tion, and there has been intense specu- 
still-confidential 


l damaging a earn agan avert, 
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behalf of Carrian or its executives. 

The report may focus Hongk g at- 
tention on the role of Osman. To date, 
he has not been interviewed by the 
Hongkong authorities. Nor was he 
sought to give evidence at the trial last 
year of Malaysian businessman Mak 
Foon Than who was found guilty of the 





| murder in July 1983 of BMF assistant 
general manager Jalil Ibrahim. The 


prosecution suggested that Jalil was 
murdered because he  obstructed 
further loans to help Carrian. 

Osman was in staying at the Hilton 
Hotel in Hongkong on the day of the 
murder. Another assistant general 
manager of BMF, Henry Chin, testified 
at the trial that on that day there were 
discussions involving Osman, Carrian 
boss George Tan, Jalil and himself 
about disbursement of a new loan from 
BMF which would help ease Carrian's 
liquidity crisis and was said to be criti- 
caltoa debt-rescheduling scheme vital 
to Carrian's survival. 

Chin said Jalil held up the loan by in- 
sisting that it be referred to Kuala 
Lumpur but after contact with Jalil 
was suddenly lost, Chin had released it 
on the demand of Osman. The follow- 
ing day Chin met Osman and David 
Pyott, a Hongkong lawyer acting for an 
intermediary company intended as the 
vehicle to channel the new BMF funds 
back into Carrian. Ahmad Noordin 
says his committee’s attempts to talk to 
Chin had been unsuccessful as he had 
“been under police protection” in 
Hongkong until the end of the Mak 
| trial, then had lett IE HonskuH 
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was the "interim" report, ri 
November, that traced total s 
and funding sources for BMF's€ 
lending (REVIEW, 15 Nov. 'B4y. 
But the other briefs (the re di 
follow the teda format as the ¢ 
leased on 2. January. Ahm 
told the Review that the re 
third: brief “suprised” hh 
"certainly not been prepa 
(The committee's final, public: 
due in April.) 


the same cast of characters (j 
Noordin said his terms of ri 
confined his committee to inv 
ing BMF officers and direc 
— and not their superiors 
Ahmad Noordin told th 
that. corruptly arranged. ` 
US$38.5 million and US$1.5 
early 1983 to Carrian Nominee 
the basis of the first brief. 
The second, he said, focus 
US$7.5- million loan in June l 
Fitarget Lid and a US$4 milli 
to another Car ^n-linked 
Fleuret. This was allegedly ar 
the day before BMF executive Ja 
rahim was found murdered in | 
kong (REVIEW, 4 Aug. '83). Both 
Ahmad Noordin said, were made 
out approval from a BBMB corm 
that was by this time supposec 


The committee's brief reveals tj 
management committee re 
bras dure. a a ul B M E Jub 


out duum action. di DCN shows 
BBMB. chairman Nawawi Mat. 
and his predecessor Tan Sri Ka 
Ariffin (who resigned in April: 
apparently presiding over ¢ 
BBMB house committees specif 
charged with supervising the ! 
errant unit. 
Besides his past post at BE 
Nawawi is one of 20 members « 
ruling United Malavs Nationa 
ganisation Supreme Council 
party's highest policymaking bod; 
Lhe REVIEW aft 
resignation, Ariffin said BBMB : 
“not an ordinary bank.” Jecaus 
“ties with the gove 
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_ India’s Mr Clean is ready to take on the bureaucracy 








Rajiv's reformation 


-. By Paul Sillitoe in New Delhi and Bombay 
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— ming have not only produced an impres- 
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Prime Minister Rajiv Gandhi in 
the December 1984 elections 
promises new directions for industry. 
Three decades of socialist-style plan- 


T: sweep into power of Indian 


sive basis of state-controlled heavy in- 
dustry, but have also seen the introduc- 
tion of a maze of bureaucratic controls 
that, to a large extent, has stifled en- 
trepreneurship and development. 
Gandhi has made clear his dislike of 


- red tape — already he has taken some 


E 
+ 


— most striking features of the country 


— spirit. Now there is much talk of re- 
"moving more of India's complex, in- 


» 


— steep India in much-needed tech- 


steps to trim it — inefficiency and 
corruption, as well as his desire to 


nology. 

Although gaps have appeared in 
recent vearsin the wallsof protection 
that surround industry, one of the 


is the general lack of competitive 





~ "terlocking controls, of shifting others 
T to a more realistic basis, of nurtur- 
?—ingtechnology-intensiveindustries 
— and of opening selected areas of in- 
T dustry to a degree of international 

competition — talk which appears 


- 


"t 
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hd 
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- to emanate as much from Gandhi's 


Quite a large body of opinion holds 


' contrast the inappropriateness of 


office as anywhere else. 
__The key to how far the process 
will go lies in the main with Gandhi. 


that the new prime minister, a 
largely untried political quantity, 
will do little more in matters of eco- 
nomic and industrial policy, in the 
longer run, than his mother. 

_ That might be no bad thing. The 
last four years of Congress rule 
under Indira Gandhi were not nota- 
ble for dramatic industrial progress 
but for many they did point up by 


the anti-business, think-small policies 
of the Janata Party interregnum of 
1977-79 (REVIEW, 22 Dec. '78). And it 
was during those four years of resumed 
Congress rule that the groundwork was 
laid for progress, with the installation 
of a number of bright technocrats in the 
public sector and first steps towardsin- 


- dustry liberalisation. 
n An equally large body of opinion 
reckons Gandhi's administration 


will take the process of freeing the 
economy and stimulating industrial 
competition considerably further. 
“There is a new sense of realism [in the 
government] today," said a senior 
banker. “We are becoming more cost- 


conscious, more prepared to purchase 
advanced technology [from abroad], 
less afraid of big [private-sector] in- 
dustrial undertakings.” 

The early signs have been encourag- 
ing. Gandhi's hand was seen behind 
the recent decision to allow the private 
sector with foreign technology easier 
access to the manufacture of com- 
puters (REVIEW, 13 Dec. '84) and tele- 
communications, hitherto the preserve 
— like most areas considered at all 
“pioneering” — of the public sector. 





Gandhi: no more Mr Nice Guy. 


One of the prime minister's first direc- 
tives was to transfer the Company Af- 
fairs Department to the Ministry of In- 
dustry, at a stroke slashing a major 
source of licensing bottlenecks. 

Then, following his overwhelming 
sweep to power in the elections, Gan- 
dhi appeared to reinforce his commit- 
ment to a lean, responsive administra- 
tion by replacing several ministers, 
sacking deputies and himself assuming 
responsibility for ministries through 
which he has said he wants to see à 
technological leap forward — includ- 
ing industry (REVIEW, 10 Jan.). 

The attack on physical controls — 
import, export, product and capacity 





licences, among others — is likely to 
continue. The ossifying practice of re- 
stricting the capacity of efficient pro- 
ducers of an item that is also made by 
inefficient ones (on the grounds that 
the sector asa whole contains spare ca- 
pacity) is being re-examined. Heavy 
Industry Secretary D. V. Kapur said 
permission may now be granted for en- 
terprises to operate at up to a third 
above licensed capacity where they 
can demonstrate that the resulting 
production is at reduced cost. 

That is not to suggest that the 
overall level of effective protection 
in India will decline greatly: as the 
list of banned import items has 
shrunk, there has grown a system of 
steeply tiered import duties, 
favouring the acquisition of tech- 
nology that India does not or cannot 


WHOLESALE PRICES 






(1970-71 = 100) 


ui) 4 AD eH M3IA3H 


.UQBEESESEGERE 


1981-62 198243 1983-84 
ot Indian Engineering Industry. New Deihi 


1979-80 — 1980-81 
Source: Association 


produce (where duties may range 
from nil to less than 50%) but 
stacked against items made in India 
or considered luxuries, to the tune 
of as much as several hundred per- 
cent. 

There have been piecemeal ef- 
forts over the past three years to re- 
move some of the more obviously 
obstructive outgrowths of India's 
bureaucratic monster; some, like 
moves to replace scores of separate per- 
missions required to manufacture and 
sell something, with “single-window” 
processing, have been welcomed. 


Others have met strong resistance. 


S 


ome portions of the public sec- 
tor — which dominates basic in- 
dustry and a good deal of 
downstream manufacturing — may 
never be made really efficient, despite 
Gandhi's recent exhortations to shape 
up or face official ire. The chronic fi- 
nancial losses of many enterprises 
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portans account for Pahoa 65% 
of the capital in mining and manufac- 
turing; the so-called joint sector, com- 
prising government and private in- 
terests, takes another 10% or so. 

In equity terms, the public sector in 
its wider sense has actually been grow- 
ing, by virtue of government financial 
institutions' ability to convert a por- 
tion hare S to industry into 
! prisingly, a number of 
adustrialists tap alter- 
f finance to the hilt — 
ie growing importance 
markets of late. 
tray of taxes, duties, 



































Tien uirements and other 
physical controls, some of them re- 
flecting. an (due. obsession with 
monopoly; ha ide competition fand 
therefore ef cy.and moderni- . 
sation) un tive in many areas, 


Allegations of 
ence-buil 
in which th 


ruption andinflu- 
elegion ina system 
n epartments of gov- 
ernment- — some of them fierce 
rivals*-—- attempt to ©“tar get" 

priorities: anc control aetivities in 














domestic and export production 
with a range of schemes that are, at 
worst, as cumbersome as the block- 
ages they originally were intended 
toovercome. 

The black, or underground econ- 
omy-— which may be 20% thesizeof 
the visible one — is growing apace, 
fuelled by the inevitable outgrowths of 
the system: illegal or unrecorded pay- 
ments and other transactions, tax eva- 
sion, smuggling and the like. 

Despite clear evidence that the pri- 
^ vate sector is generally much more ef- 
ficient than the public sector in those 
areas where the two are permitted to 


s operate side by side (and subject to 


- roughly the same controls), it is also 
acknowledged that private industry is 
replete with cosy deals. For every busi- 
nessman who welcomes a move to 
> diberalise, there is at least one to lobby 
against it. 
VÀ leading mou tuat conceded the 


| the 
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but prs the government mal 
liberali at move, dts s ol iten a i 


used toa ero cted environment" In 


| ied duis. and other levi [es 


evitably, the methods used to secure 
favoured treatment are sometimes far 


from proper 


et India, given its dominant po- 
liey problem of rural poverty, has 
a record of almost continuou sin- 
creases in industrial production 
(though the growth rate has been slow- 
inginrecent years, and productivity re- 
mains low), and has quite rapidly built 
a base from which it should be possible 
for some sectors to leapfrog into the fu- 
ture — or into the present. E 
Committees currently are laud vine 
fiscal alternatives to phy sical Sonus: 





(BY INVESTMENT 


OUTLAY) 


JOR sector 
i 0. 25 js 


reign Cooperative 


pea 47% 


. Total Rs 624.6 billion 


most important of these, 


| headed by Commerce Secretary Abid 
Hussein, is expected to report shortly 
Clearly the momentum is gathering s for 
an overhaul of the system. There prom- 
ises-to be support for it from the top to 
a degree not seen before. 

Gandhi 





has made clear his dislike of 
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Source: Centre for Monitoring Indian Economy, Bombay. 












dustrialist. “Gandhi has shown 
prepared to listen to those 

the guts to upset establ 
terests, " added an economist. 


























Unfortunately. such interest 
strong. India's massive, sk 


bureaucracy has thrived under 
called licence raj, building a wet 
lationships with individuals ini 
and private industry that 
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system ‘of f cascading duties arid 
there is equally t scop 
granting of exemptions 
patronage. | 
Besides, there is nothing 
mity in political and ecc 





mno 
on the merits of reform, The : 
trine of industrial self-reliance 
cost as a pillar of non-< 
| stillismuchespoused. And tl 
feeling that openness will be 
ceptible to abuse as prote 
been. 

As the usually pro-gos 
Times of India said in an € 
in late November. "The i£ 
ponies ied NEW eu na | 
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theeconomv aftertheelecti 


more difficult. Their sc 
liberalisation has opened i 


floodgates and not all th 
being purchased overseas 
sential to strengthen thep 1 
base of the economy.” 

Moreover, despite India’: 
ably good record of app 
foreign collaborations deer 
able, there is a lingering t 
multinationals a 
which the disaster at the B 
plant of Union Carbide canne 
improved (Review, 20 Dec. 84). 

The clincher may well be 
Where the dead hand of bu 
tie control has been lifted, 
and artificial expensiveness | 
gone too. When in 1982 the gove 
ment partially decontrolled 
vital cement industry - - which 
fore then was compelled to sell its 
put to the government at an "admi 
tered” price — the response was a 2 
increase in production over the folle 
ing 12 months and a rash of expansit 
plans. 

Although imports have inere 
sharply since then, the growth ra 
domestic production has at no 
fallen below 10% (and in 1984. 
could be as high as 2075). And the ; 
troduction of competition has he’ 
A oon iuba to the consum 
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Motor industry finds 
a new driving force 


ndia's vehicles industry may be 

headed for a monumental shakeout. 
The Japanese have arrived in force, 
taking equity in local manufacturers 
and signing technical agreements to 
re-tool factories which have been pro- 
ducing cars and other vehicles to de- 
cades-old designs. The government has 
cut punitive import duties to permit 
the import of kits and completed en- 
gines under a phased manufacturing 


programme which calls for near-com- | 


plete indigenisation of production 
within five years or so. 

For the Japanese, the signing of the 
joint-venture agreement between 
Maruti, a public-sector firm, and 
Suzuki of Japan in October 1982 was a 
signal that one of the world's last really 
big unexploited vehicle markets was 
easing open the door. For the Indians, à 
clutch of cut-price offers of collabora- 
tion represented a chance to wrench 
the industry out of an under-produc- 
tive, over-priced slumber. 

The government had first signalled 
its intention to modernise the vehicles 
industry, by easing capacity restraints 
and cutting duties, in late 1980, when it 
took over Maruti. There have been a 
number of steps since then. The heavy 
and often illogically uneven applica- 
tion of excise duty to various stages of 
production, plus the finished product, 
has been partly rationalised; capacity 
limits have been raised, though not, as 
some had hoped, abolished. 

Most significantly, import duties 
have been restructured to encourage 
the absorption of high-technology, 
low-cost components. While import 
duties on finished cars may run as 
high as 200%, certain components for 
fuel-efficient engines (defined in the 
case of cars as 15-19 km a litre) now 
attract duty at between nil and 40%, 
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against upwards of 100% previously. | 


Most of the big names in the Japan- 
ese vehicles industry Nissan, 
Toyota, Isuzu, Mazda, Mitsubishi, 
Honda, Yamaha — are now represent- 
ed in India in a variety of ventures; sev- 
eral have equity stakes in Indian com- 
panies of 25-40% and there is an abun- 
dance of  technical-collaboration 
agreements in cars, light commercial 
vehicles and two-wheelers. 

In several cases, arrangements with 
Japanese firms superseded or pre- 
empted collaborations with European 
vehicles groups. For example, Premier 
Automobiles Ltd (PAL), which has 
been making a modified version of the 
Fiat 1100 saloon, the Padmini, since 
1954, turned to Fiat in the late 1970s 
for new body dies and settled for the 
124 —!a model then made only by 
Seat of Spain. The original idea, 
explained PAL chairman Vinod Doshi, 
was to use the old Padmini engine in 
the 124. 

But with the official enthusiasm for 
fuel efficiency that came in late 1980, it 
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quaint-looking guzzlers which have 
hardly evolved in 20 years or more. The 
Japanese have piled into India with 
more than a dozen collaboration 
agreements (most involving equity in 
the Indian concern), following relaxa- 
tion of punitiveimport duties as part of 
a programme to import modern pro- 
duction techniques, then quickly indi- 
genise them. Prices are falling. Japan- 
ese and other foreign concerns are also 
making inroads in consumer goods 
such as audio and video products. 

The effect should be the same in elec- 
tronics. Sweeping liberalisation of the 
import rules designed to encourage 
technology purchase and limited 
foreign participation in the manufac- 
ture of small computer systems should 
not only make such systems available 


was decided to find something better. 
PAL had discussions with four Euro- 
pean companies, including Fiat, and 
three Japanesé. Various offers were 
made, but it was quite clear that Nis- 
san was out to beat them all. 

It offered first its relatively old A-12 
engine and transmission, then that en- 
gine plus dies for a 1970s model of the 
popular Sunny saloon, and finally à 
package of the A-12 dies for a newer 
Sunny model with an updated engine 
and full technical collaboration, all 
coming in below Fiat's best price for 
engine and dies. The 124/A-12 combi- 
nation will be'on the market around 
mid-1985, said Doshi. 

The results of most of the new ven- 
tures are vet to appear on the roads 
(though the Maruti-Suzuki 800 c.c. 
subcompact ‘is increasingly in evi- 
dence); but starting from the middle of 
next year a broad range of vehicles will 
progressively’ become available. De- 
mand, initially,is likely to be brisk. 

(For one thing, the new vehicles will 
be considerably cheaper than existing 
models: the Maruti-Suzuki, for exam- 
ple, currently sells for about Rs 50- 
60,000 [US$4-5,000], almost 40% less 
than the Premier Padmini. Production 
of the Maruti has been only recently 
pushed above 2,000 units a month and 
there arelong waiting lists for the car.) 

Looking into the medium term, sev- 
eral top executives in the industry see a 
potentially dangerous backlash on a 
sector which, in the past, has not had to 
cope with domestic competition, much 
less international rivals. For the three 
decades since it was established, 
India's motor-vehicles industry has 
been virtually a closed shop. 

The picture is all too familiar: the 
government saw a limited role for the 
industry, particularly for private cars, 
and limited expansion with produc- 
tion licensing; domestic competition 
was suppressed and where inefficien- 
cies resulted these could from time to 
time be papered over with price in- 
creases. Import competition was never 
a factor: imports have been effectively 
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cheaply, it will open up an area of de- 
mand that has not existed in the past. 
The whole of industry should benefit. 

Telecommunications equipment, 
particularly office systems and domes- 
tic units, promises to be- 
come a boom area, and |) 
not before time— thein- | 
adequacy of the Indian 
telephone system is 
legendary and itself con- 
stitutes a substantial 
drain on productivity. 
There is a pressing need 
for better components in 
advanced defence appli- 
cations and industrial 
controls; under the realis- 
tic import regime thereis 
hope it will be met. 


banned by licence or 
duty. 

Like most Indian in- 
dustry, the vehicles sec- 
tor only came into being 
during World War ll or 
after independence in 
1947. In the years just 
before and during the 
war, imports ran at 
about 20,000 units a 
year. Hindustan Motors, 
now the country’s 
biggest manufacturer, 
and PAL, were estab- 
lished in 1942 and 1944 
respectively, but made 
little headway against 
assembly operations of 
General Motors and 
Ford. Vehicle assembly by foreign 
companies was banned in 1953. 

The combination since then of low- 
volume, high-cost production (with 
just a few conspicuous exceptions) and 
taxation on almost every stage of pro- 
duction — taxes represent about half 
of the cost to the consumer of a vehicle 
— almost guaranteed stagnation. 


hile there have,.been strong 

budgetary and social arguments in 
favour of limiting private-car owner- 
ship and maximising revenues from it, 
the luxury rule could hardly be applied 
to buses and trucks. Yet road transport 
has always rated a low priority in In- 
dian planning. 

The country has some 1.7 million km 
of road, compared with about 900,000 
km in China, for example. But more 
than 1 million km of those are unsur- 
faced. Where highways do exist, these 
are often poorly maintained and badly 
in need of widening. 

It is argued, correctly, that con- 
straints of infrastructure and of the 
lack of really broad-based consumer 
spending power are long-term con- 
cerns for the industry, given pent-up 
middle-class and small-business de- 
mand for low-cost vehicles. But there 
are more immediate problems. Most of 





EE Rc 17 JANUARY 1885 


For the ment the pP | | the piecemeal ap- 
proach continues. From time to time an 
import “window” is opened where a 
need for advanced equipment or 
knowhow is perceived. The criterion is 
» usually, but not 

S. exclusively, that 
such equipment 
is not manufac- 
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Premier Padmini: a new look soon. 


the new joint ventures will have com- 
paratively small licensed capacities 
and probably will operate well below 
the optimum for some time. 

(Maruti is aiming to raise installed 
capacity and production — of cars and 
light trucks — to 140,000 units and 
100,000 units, respectively, by March 
1990. With the exceptions of Tata En- 
gineering and Locomotive Co. a 
member of the Tata group which has 
long led the field in heavier trucks of 
largely indigenous design, and of mak- 
ers of two-wheelers, most operations 
will turn out not more than 40-50,000 
units apiece in the balance of this de- 
cade, according to industry estimates, 
Some manufacturers are aiming at 
production of 15,000 units.) 

Low volumes, say pessimists, will be 
fair enough while the industry is free to 
import engines, certain steels and com- 
ponents at Japanese prices and under 
duties ranging from nil to 40% (against 
100% or more before the regime was 
liberalised). But as indigenisation gets 
under way in the face of mounting 
competition and pressure on sales 
prices, the lack of scale economies 
could take a heavy toll. 

Exactly how the government will re- 
spond to the changing vehicles scene of 
the later 1980s is not clear, but inter- 









a... Co onal 
tions was simply to ensure that 
equipment made in India is avail 

“at a price and of a quality as close as 
possible to international standards,” 
Secretary for Electronics S. R. Vijas 
yakar said in an interview 


ut problems of cost and quality 
B- not confined to higher 
technology manufacturing, where 
low volumes, the limited domestie 
components base and the distinctly 
non-pioneering nature of a majority of 


Indian firms are obvious constraints 
The cost to Indian manufacturers GF 
such core inputs as power and steel is 
high and in recent years has been rising 
rapidly. 

The backwardness of India's powers 
generation and -transmission sector 





views with senior officials and 
executives who liaise with them 
indicate that the new flexibility 
will prevail: those manufacture 
ers who demonstrate a clear 
commitment to modernisation 
and cost reduction may be pers 
mitted — in contrast to the past 
— to produce well in excess of 
licensed capacity. 
Moreimportant, the five-year 
indigenisation guidelinemaybe 
allowed to fall short of an uns 
breakable rule. Indeed, there 
already is informa! discussion 


the case of sophisticated equipe 
ment, such as specialised 
machining centres and even 
robots. And it seems to be ac- 
cepted, equally informally, that indi- 
genisation need not mean 100% local 
content — somewhat more than 80% 
probably would satisfy the government 
in some cases, 

The more realistic duty environment 
notwithstanding, industry executives 
complain, with justification, that they 
are expected to produce vehicles at me 
ternational prices based on inputs 
— such as steel — whose cost is rising 
rapidly. 

This state of affairs is starting to 
change, in part because of increasing 
pressure on the steel industry to mod- 
ernise. Association of Indian Aue 
tomobile Manufacturers executive di“ 
rector S. G. Shah feels that modernisa- 
tion in the vehicles industry, in its rela 
tively small way, will act as a catalyst 
for continuing modernisation of the 
engineering industry, which in tum 
should help increase pressure for relia- 
bility of supply and price in basic ine 
puts. 

The vehicles components and ancil- 
laries sector, 95% indigenous in MS 
present (largely outmoded) form, wil] 
have to adapt quickly to demand fora 
new range of products — and here 
again, a number of collaborations with 
Japanese manufacturers are being dis- 
cussed. — PAUL SILLITOE 
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of an extension to seven years im 
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acts as a major drag on a whole range 
of leading industries. Shortages have 
been a fact of life since the early 1970s, 
when additions to industrial capacity 
substantially increased industry's 
power-intensiveness and electricity 
was increasingly used both for the rail- 
ways and in agriculture. (In 1982-83, 
ended March, industry used about 56% 
of the power generated by utilities, ag- 
ricultural pumping 18.5% and railway 
traction 2.7?5, according to official fig- 
ures.) 

The Bombay-based Centre for 
Monitoring the Indian Economy 
(CMIE), a private institution, has esti- 
mated that while power generation 
grew by an average of 7.4% a year dur- 
ing the 1970s, demand was growing at 
about 15%. The CMIE reckons demand 
for power will continue to grow at 


Steel works: high cost to consumers. 


around 15% during the 1980s; but the 
best estimate for additions to generat- 
ing capacity is about 10%. Provision- 
ally, the increase in capacity in 1983- 
84 was 5.2%. Tata Economic Consul- 
tancy Services, another private group, 
estimates that the power shortfall for 
1983-84 was at least 12%. 

Assuming the Central Electricity 
Authority's forecast of an average 
9.7% annual increase in peak load ca- 
pacity between 1984-85 and 1991-92, 
from 33.468 gW to 64.152 gW, is met, 
the problem of shortages is unlikely to 
diminish and could well get worse. The 
absolute amount of capacity is not the 
only problem. Load factors in public- 
sector thermal (mostly coal-fired) 
power plants, which account for more 
than 60% of generation, have averaged 
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Lost export 
chances hold 
back imports 


he development of an export capa- 

bility has always been accorded 
very low priority in India. Its 1982 ex- 
ports of US$8.4 billion — of which 
more than a third was oil — were less 
than half those of China and South 
Korea, both above US$21 billion, ac- 
cording to the World Bank's World 
Development Report. This may have 
made sense under a low-import, grass- 


below 50% (against 
a recommended 
58%) in recent 
vears. This is now 
improving, and the 
CMIE forecasts à 
90175. factor for 
1984-85 
Meanwhile, 
transmission losses 
have been increas- 
mg: of the 
state electricity 
boards, the princi- 
pal source of power, 
rose from just under 
18"5 in 1972 to more 
than 20% in.1982 
Much of this is at- 
tributed to pilfer- 
age. But some of the 
blame is placed on 
poor-quality trans- 


losses 


most of it acquired 
from public. enter- 
prises. Improve- 
ments will be hard 
to bring about if 


appalling finances 
of the utilities: the 
state boards were 





running at a com- 

bined loss of more than US$3 billion in 

1983-84, according to sources in the in- 
dustry. 

Another striking factor behind 

power shortages is the poor quality of 
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roots-development regime where the 
satisfaction of domestic demand in 
targeted areas was the overriding aim. 

But now that the urgent need for 
quite large imports of technology-in- 
tensive inputs has been recognised, it is 
to increased exports that the country 
must look to finance modernisation. 
There is little question that the trade 
deficit, which has run at more than Rs 
50 billion (US$4.17 billion) a year since 
1979-80 — about a fifth of total trade 
— cannot be allowed to get much big- 
ger. 

Unfortunately, India may have let 
many export opportunities pass it by. 
Decades of protection and high indi- 
rect taxation have resulted in much of 
its industry being unable to produce 


fraction of the level in countries with 
highly mechanised mining. 

Because of the failure of public-sec- 
tor organisations to meet basic needs, 
industry, both in the public and pri- 


| vate sectors, is forced to top up the bal- 





mission equipment, | 


only because of the | 


Indian coal, which typically consists of | 


up to one-third ash and an unspecified 
amount of rock. Coal India Ltd (CIL), 
the public-sector enterprise responsi- 


ble for the great bulk of production, | 


has tended — like a number of domin- 
ant public enterprises — to concen- 
trate on meeting production targets at 
the expense of quality. So coal is de- 
livered to utilities complete with much 
non-combustible content. There is à 
shortage of advanced equipment, both 
in mines and in processing; productiv- 
ity is very low, with CIL's output per 
man shift on the order of one tonne, a 





i 
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ance. So it is that 20% or more of in- 
dustry's power requirement is gener- 
ated in-house (subject to government 
permission), by relatively small, usu- 
ally diesel-fired units. The cost is 
great, both in absolute terms — around 
three times that of utility-generated 
power on a unit-by-unit basis — and in 
terms of loss to the economy. 


hile India has made great 
W is in oil production, it 
probably never will attain self- 


sufficiency. The CMIE projects 1984- 
85 crude-oil production at 29.6 million 
tonnes, with imports of crude and pro- 
ducts at 14.7. million tonnes. As re- 
cently as 1980-81, production was just 
10.5 million tonnes and imports 23.5 
million tonnes. 

This turnaround has lifted a great 
weight from the balance of payments; 
but oil imports still are a very signifi- 
cant foreign-exchange drain — the 
current year's imports will cost about 
Rs 29 billion (US$2.42 billion) — and 
the trend towards increased "captive" 
power generation clearly is retrograde 
in that it reflects nothing more than 
public-sector inefficiency. It is gener- 
ally conceded that hydroelectric 
power, like coal, is under-utilised. 

The question of costs has become a 
pressing one for Indian industry, par- 
ticularly engineering industries, which 
together account for more than 30% of 
industrial investment, 28% of employ- 
ment and about 35% of value-added 
and represent perhaps India’s best 
hope for future exports growth. These 
industries chief input is steel, ac- 
counting for an average 55-60% of 
product content. Between 1979-80 and 
1983-84, prices of principal steel pro- 
ducts rose by 78-150%, according to 
figures compiled from official sources 
by the Association of Indian Engineer- 
ing Industry. 
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goods of a price or quality to sell well in 
competition with those of East and 
Southeast Asia. 

There are exceptions to this, notably 
some private-sector engineering firms 
which have developed quite strong (if 
small) export markets. But India's 
share of world exports has declined al- 
most continuously since independence 
and is now negligible. The share of its 
exports in gross national product is 
only about 5%; it is felt this could be 
doubled. 

Opportunities do exist, however, 
and the new emphasis on productivity 
and cost-efficiency, together with the 
sanctioning of capacity increases for 
better-managed manufacturers, offer 
hope of a more vibrant export sector. 


Part of the explanation is that steel 
was removed from the list of adminis- 
tered (that is, fixed exclusively by gov- 
ernment) prices in two steps, first in 
1980-81, then completely in early 1982, 
in theory allowing the market to set 
prices. In practice, though, steel prices 
still aresubject to informal control; the 
final say rests with a Joint Plan Com- 
mittee, and its decisions tend to reflect 
the domination of the industry by the 
Steel Authority of India Ltd (Sail), the 
public-sector holding company. 

Sail's monumental losses (REVIEW, 
26 Apr. '84), resulting from poor pro- 
ductivity and high overheads (its capa- 
city utilisation in 1983-84 was 63% in 
ingot and 66% in saleable steel), plus 
the high cost of power and other in- 
puts, have much to do with steel-price 
escalation, say industry sources. 

Indian steel prices at factory level 
have remained roughly in line with 
world prices, but the cost to the con- 
sumer is very high because of govern- 
ment levies. Tata Iron and Steel Co., or 
Tisco — a private-sector, listed firm 
and the country's most efficient steel- 
maker — has said various levies, in- 
cluding excise, contributions to a Steel 
Development Fund and freight equali- 
sation, represented nearly 30% of its 
1983-84 selling prices. 





y 
m x 


n». 
* A, 

j " ^ 
Uber) 
P 9 
A 5 

7 
us 


You are invited to Honolulu to catch the wave of new 
international business trends and skills in: 


Intensive English for International Managers 


(May 27-July 5) 


International Marketing Management Program 


(July 7-27) 


International Banking and Finance Program 


(July 7-August 2) 


International Business Management Program 


(July 7-August 15) 


Transpacific Management Program 


(August 4-15) 


FAR EASTERN ECONOMIC REVIEW e 17 JANUARY 1585 


| vides an effective 





-—— — 


The government has generally limited 
its export-promoting role to cash- 
compensation schemes and (since 
1981) overseas exhibitions through the 
Trade Fair Authority of India (TFAI). 
The latter have been quite effective: 
representation at the Hannover Fair in 


Rs 500 million worth of spot orders, ac- 
cording to the TFAI, while an Indian 
exhibition in Moscow later in the year 
generated Rs 4.2 billion worth. 

A more effective route, some 
economists argue, would be a major 
devaluation of the rupee. During the 
course of the past year, the official rate 
has been allowed to fall from 
Rs 9.5:US$1 to Rs 12:US$1. This is not 
enough, they say. — PAUL SILLITOE 


In steel. as in 
aluminium, the 
government pro- 


working-capital 
lifeline for ailing 
enterprises, at the 
expense of the effi- 
cient ones. The idea 
behind the Steel 
Development Fund 
was sound: as prices 
were decontrolled, 
steelmakers' re- 
venues would in- 
crease; by diverting 
part of this increase 
into the fund, a 
strong financial 
base could be built 
for the much-needed 
modernisation — of 
the industry. 

Tisco had contri- 
buted Rs 3.2 billion 
to the fund by 31 
March 1984, against 
which it received à 
Rs 390 million reim- 
bursement for cost 
escalation and took 








| 
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| West Germany in early 1984 secured | 





company's annual report. A primary 
function of the development fund re- 
cently has been to provide working 
capital for Sail 

Among the factors beyond 
Tisco's control in 1983-84, when alter 
tax profits fell to Rs 200 million from 
Rs 449 million the previous year, chal 
man J. R. D. Tata mentions wages 
which in the steel industry are fixed by 
negotiations between producers the 
government and unions. "As [Tisco 8] 
operations represent only about one- 
fifth of the total of the main producers, 
we have had no option but to fall in 
with the settlements imposed by the 


cost 


majority. 
"Unfortunately, the increases al- 
lowed ... for September 1982 to Au 


gust 1986 inclusive, combined with im- 
| direct benefits given by the individual 
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a Rs 1 billion loan, p —— 
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| Silk spinning: the smoother running privat 


1985 International Executive Programs 
PACIFIC ASIAN MANAGEMENT INSTITUTE (PAMI) 


UNIVERSITY OF HAWAII 





For application and information contact: 
Pacific Asian Management Institute (PAMI), 


University of Hawaii at Manoa, 2404 Maile Way, 


Honolulu, Hawaii 96822, U.S.A 


Telephone: (808) 948-7564; Telex: (723) 8022HR 


Or call our sponsors: 
Lembaga Management, U.|, Jakarta 


Master in Marketing Program 
Thammasat University, Bangkok 


Korea Banking Institute, Seoul 


Lembaga Pengembangan 
Management & Technologi, Jakarta 


Singapore Institute of Marketing 


Malaysian Institute of Directors, KI 
Institute of Bankers Malaysia, K4 
Korea Secunties Dealers Assn 
Seoul 

Institute of Banking and Finance 
Singapore 

Yangming Managemen! 
Development Centre, Taipe 


55 


—— eee ee 





t 
4 
' i "Is. - 
mMlante a 3 
JIELL 


high, but took nọ . 

productivity. The average earnings per 
- employee at Jamshedpur [Tisco's main 
plant] today are close to Rs 25,000 per 
-annum." That works out to about 
— US$174 a month. 

— Inisolation, steep increases in wages 
could be offset to some degree. The 
— problem is that much of India's steel 
"plant was set up in the 1950s, when 
—labour-intensivity was a must. “While 
— Over-manning was tolerated so long as 
— wage costs per tonne were correspond- 
ingly low ... they are now higher than 
in Japan and .. . South Korea," said 
‘Tata. Tisco's solution is two-pronged: 
‘currently it is spending heavily on 
plant (and colliery) modernisation. 
And it has mooted a scheme of volun- 
_tary premature retirement with full 
be efits. 
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Emhe government, meanwhile, in- 
M tends to modernise three plants 
-M set up in the 1950s with the rather 
Gramatic effect of adding 1.5 million 
tonnes of capacity; with additional 
new capacity, public-sector steel 
"production will reach 10-11 million 
tonnes by the end of the seventh plan, 
an 1990, said Steel Secretary P. K. 
Basu. 

— Itis generally acknowledged that for 
‘the medium term it is more important 
to make better use of existing capacity 
than to add more plants. Itis a scathing 
andictment of the public-sector steel 
‘industry that, even in times of general 
Oversupply, as in 1982, there have been 
"shortages of various categories which 
have had to be met by imports. 

_ Most of these issues are addressed in 
the approach paper to the seventh five- 
year plan. (The plan period begins in 
—April but the detailed document prob- 
_ ably will not be available for consider- 
'ation until then, delayed partly by the 
- chaos that followed Mrs Gandhi's as- 
—sassination.) The paper stresses the 
ne PC) for: 

> Improved agricultural productivity 
'as a precondition of non-inflationary 
industrial expansion. 

> Competition and modernisation. 
‘The paper notes: “The lack of com- 
‘petition has done much harm. and 
the time has come for a new policy 
ework..." 

| M prehensive development of new 
technologies and the identification 
and encouragement of so-called sun- 
- rise industries. 

» Acceleration of export growth in 
- concert with continued reliance on im- 
_ port substitution. 

_ There hasoften been a broad gulf be- 
tween saying and doing in Indian po- 
- licy circles and the current government 
_ may not turn out to be much of an ex- 
ception. Yet despite the many block- 
"ages India is not standing still, it is 
developing. Even a partial move to- 
—wards Gandhi's modernising goals 
ought to accelerate that develop- 
ment. Oo 
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new areas of expansion 


Bush industrial entrepreneurs are 
in a cautiously expansionist mood 
these dàys, hopeful that under a 
younger, more forward-looking ad- 
ministration of Prime Minister Rajiv 
Gandhi they will be regarded with less 
suspicion than at any time in the past. 

The Tata group, the country's 
biggest (though also probably least 
closely held) industrial agglomeration, 
is moving into or considering a number 
of new areas. The group, a collection of 
more than 30 companies most of which 
are independently managed, has the 
unlisted Tata Industries at its core but 
derives about half its turnover from 
Tata Iron and Steel (Tisco) and Tata 
Engineering and  Locomotive Co. 
(Telco). Tisco and Telco had combined 
1983-84 sales of Rs 17.4 billion 
(US$1.45 billion) and net assets of Rs 
14.8 billion. 

Neither of the Tata giants has much 


room to expand in quantitative terms | 


in their traditional product lines, inte- 
grated steelmaking (Tisco) and trucks 
(Telco), partly because of government 
controls on capacity. But both have es- 
tablished a strong indigenous en- 
gineering capability and are spending 
heavily on qualitative improvement, as 
well as investing in new lines. 

Tisco, which supplies most of its own 
coking coal and various minerals, is in 
the middle of a modernisation pro- 
gramme — the first phase of which cost 
about Rs 2 billion — that takes in not 
only its antiquated Jamshedpur inte- 
grated plant but also its collieries. The 
company has moved into special steels, 
patented à sponge-iron direct-reduc- 
tion process and also is growing by ac- 
quisition: it has just bought 57.3% of 
Special Steels for Rs 29 million and is 
awaiting approval to buy Metal Box 
India's (loss-making) bearings divi- 
sion. 

Telco, which began making trucks in 
the late 1940s in collaboration with 
Daimler-Benz of West Germany (the 
latter still holds about 14% of Telco's 
equity) became vertically integrated of 
necessity, explained chairman S. 
Moolgaokar: there was no ancillaries 
industry in India then. 

From manufacturing its own cast- 
ings, forgings and pressings, Telco has 
diversified into special-purpose 
machine tools and machining centres; 
its most recent move was a collabora- 
tion agreement with Nachi and Nigata 
of Japan to make computer-controlled 
machines, advanced flexible machin- 
ing centres and robots. 

Relatively advanced production 
techniques — on a 100% indigenous 
basis since 1977 — including com- 
puter-aided design, have enabled 
Telco to produce internationally com- 












petitive trucks and buses (1983-84 pro- 
duction: about 46,000 units). It ex- 
ported Rs 313 million worth of vehicles 
in 1983-84, sharply down from Rs 548 
million the previous year. The decline 
reflected economic problems in several 
of its African markets and a loss of up 
to Rs 160 million resulting from Indian 
port strikes. 

Elsewhere in the Tata group there 
are signs of a growing commitment to 
high technology. Among recent deve- 
lopments are two Singapore joint ven- 
tures. Tata-ELXSI is owned by several 
Tata overseas firms, ELXSI of the 
United States and Singapore Govern- 
ment interests, and is developing both 
hardware and software for a fifth-gen- 
eration multi-processor with business 
applications. Another equity venture, 
with Native Plants International of the 
US and Japanese interests, is develop- 
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Tisco J. R. D. Tata: diversification. 
ing biotechnology applications for ag- 
riculture in Singapore. 

In India, the Tatas are among a 
number of major business houses seek- 
ing a foothold in business- and con- 
sumer-oriented telecommunications, 
which, like small computer systems is 
to be opened to private-sector partici- 
pation for the first time. 

An application for collaboration 
with Northern 'l'elecom of Canada to 
manufacture private-branch exchange 
systems is understood to be pending; 
further down the road, the Tatas may 
seek participation in major public 
switching systems, an area which the 
government has indicated will be 
opened to joint ventures between pub- 
lic- and private-sector firms. 
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A dou ont e horizon. forie telecom 
munications contenders pier the 
government is considering reversing 
its original, liberal position on foreign 
collaborations in small systems. The 
government's present intention, said 
Secretary for Electronics S. R. Vija- 
yakar, is to issue perhaps 20 licences 
to assemble telephone equipment, but 
only four licences to make components 
based on just two imported 
technologies. 

The idea isto avoid the simultaneous 
manufacture of many designs based on 
many technologies, at low volumes. It 
is understood that privately, the gov- 
ernment has suggested that the four 
components makers be at least partly 
state-owned. 

United Breweries (UB) chairman 
Vijay Mallya is critical of this ap- 
proach, countering that most small 
business systems are compatible with 
each other and with common trunk 
lines and that centralised, state-con- 
trolled technology distribution would 
stifle competition. 

The UB group, which has been diver- 
sifying rapidly of late from its base in 
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Aditya Birla: improved efficiency. ““" ™™ 


beverages, has just signed a joint-ven- 
ture agreement with Mitel of Canada 
to manufacture telecommunications 
equipment, primarily business sys- 
tems. The Canadian firm will take 40% 
equity in the venture — the maximum 
permitted — and has agreed both to 
transfer proprietary semiconductor 
technology and to indigenise produc- 
tion in three years, said Mallya. 

The UB group, with total sales of 
around US$700 million, plans to invest 
US$200 million over the next three 
years on diversification, said Mallya. 
In August 1984, UB signed a joint ven- 
ture with Pan-Electric Industries of 
Singapore to build a shipbuilding/re- 
pair yard near Bombay at an initial 
capital cost of Rs 400 million. 
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is expanding in a number of areas. 
Aditya Birla, grandson of the founder, 
G. D. Birla, is credited with turning 
around a number of the less efficient 
operations and setting up new ones, in- 
cluding a number of textiles and fibres 
concerns in Indonesia and Thailand. 
One of the group's cornerstones, 


irla 


ducer, with both total assets and sales 
above Rs 2 billion — has managed to 
remain slimly profitable despite heavy 
contributions to a government-run 
Aluminium Regulation Account. Com- 
pany sources said aluminium produc- 
tion in 1984 probably would come in at 
about 125,000 tonnes (slightly less 
than half the national total), against 
less than 100,000 in 1983. Hindalco 
will spend Rs 1 billion on additions to 
capacity in aluminium (up to 140,000 
tonnes) and captive-power generation 
over the next few years, they said. 

Gwalior Rayon, another key Birla 
company (through which the South- 
east Asian ventures are held), is a good 
example of vertical integration in tex- 
tiles: it produces its own wood pulp 
(the primary raw material for rayon) 
and caustic soda (the soaking and ri- 
pening agent) and undertakes its own 
spinning and fabrics production. An 
engineering division supplies capital 
goods to these units. 

Gwalior has managed to hold up 
well in a market dominated by cheap 
cotton textiles, whose producers — 
many of them in the small-scale, “un- 
organised” sector — offset obsolete 
equipment and inefficiency with cheap 
labour and very low rates of excise. 
Gwalior paid Rs 537 million in excise 
in 1983-84, when it made a net profit of 
Rs 100.9 million on turnover of Rs 3.7 
billion. 

On the other hand, it used invest- 
ment and depreciation allowances to 
avoid corporate tax altogether — a 
route taken by many growth-oriented 
Indian companies, including Telco. 
Gwalior is now moving into cement 
and by the end of 1985 expects to 
be producing 1.75 million tonnes. It 
is also seeking a fertiliser-plant li- 
cence. 

India's biggest textiles company, Re- 
liance, is using the very rapid profit 
growth of recent years to help fund 
major diversification into chemicals. 
Currently a producer of polyester yarn 
and synthetic textiles, the group ex- 
pects to derive as much as 50% of its 
turnover from chemicals by the end of 
1986. Turnover in 1983 was Rs 5 bil- 
lion, up 24% on the previous year. 

Company sources said the expansion 
programme, involving an outlay of 
some US$750 million over three years, 
will be met, with one third from internal 
resources. Reliance will build three 
plants to manufacture petrochemicals 
and fibre intermediates and will ac- 
quire the Bombay chemicals division 
of Union Carbide India. — PAUL SILLITOE 
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Capitalising 
on India’s 





development 


Hindalco — a major aluminium pro- | 
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By Meenakshi Behara in Bombay 


he estimated Rs 650 billion 
(US$54.17 billion) of private-sector 


investment envisaged for Indias) 
seventh five-year plan (1985-90), 
seems a tall order, based on past per- 
formance. But many in industry and 


the government think it is feasible 
They are going not so much by the 26% 

marginal savings rate in India as by the 
phenomenal growth of the capital 
markets in the recent past 

As recently as 1973-74, total capital 
raisings by the private corporate sector 
through the markets stood at Just 
Rs 572 million. But the past six years 
have seen growth rates averaging a res 
markable 102%. By 1983-84, private 
raisings had jumped to Rs 9.36 billion 
and some analvsts expect to see the 
Rs 15 billion mark passed this year. In 
the first seven months only (April? 
October) of the current fiscal year, 
capital sanctions totalled Rs 10.77 bil- 
lion. If recent growth rates are main- 
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tained, the markets quite comfortably < 


could be generating upwards of Rs 50 
billion a vear bv 1990 

A recent study by the Reserve Bank 
of India (RBI the central bank) 
found that while as recently as 1981 
the capital markets accounted for 
slightly more than 1% of domestic save 
ings, by 1983 they were accounting for 
more than 3.9%. Of course, this does 
reflect the fact that savings themselves 
have not grown as rapidly 

The capital-market boom began 
with the dilution of foreign equity 
holdings in multinational corpora 
tions’ subsidiaries following the intros 


duction of the Foreign Exchange Reg= 
ulation Act (Fera) in 1974. Such sub 


sidiaries keen on growth were told tg 
Indianise to the extent of 60% 
and Coca-Cola, which refused to ob» 
lige, left eventually. Others fell in line 
and their equity was lapped up 

When companies such as 
started paying out 100% 
vidends, Indians who until then pre- 
ferred the security of bank deposits 
saw the attraction of the stockmarkets, 
The equity cult thus unleashed has 
gone from strength to strength. Over 
subscriptions of equity issues, espe- 
cially of existing (rather than new) 
companies are probably the best indi- 
cator of this upsurge in interest. Ins 
come-tax benefits that go with invest- 
ments in specified new companies have 
ensured these also did well. 

The average investor still is ap- 
prehensive of the market's unsavoury 
record. Insider trading and specula- 
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Colgate 
annual di- @ 


tion in Associated Cement Companies 
scrip recently brought this issue to the 
fore (REVIEW, 20 Dec. '84). The govern- 
ment seems unable to enforce the 
plethora of regulations it has intro- 
duced to control the market. But 
growth has still been significant. The 
current market value of listed capital 
Is estimated at more than Rs 90 billion, 
having grown at an average 27% a year 
from the Rs 22 billion of 1969. 

Another capital-market avenue has 
been unsecured company deposits. In 
the conservative Indian corporate 
scene of the 1970s, there was a pen- 
chant on the part of companies to de- 
pend significantly on deposits from the 
public as a source of medium-term 
funds. With both large and medium- 
sized companies, such security issues 
accounted for 9% of gross total assets, 
dwarfing other external sources of 
funds. 

The need for faster growth in the 
1980s brought greater reliance on de- 
posits from the public. According to 
available data, their growth rate rose 
from 18.9% in 1978 to 31% in 1980 and 
66% in 1983. This market now attracts 
almost Rs 7 billion a year of new depo- 
Sits, the main attraction being a maxi- 
mum interest rate on such deposits 
of 15% against the 8% on bank depo- 
sils. 

But, of late, the corporate sector has 
been doing some rethinking on these 
deposits. Since only 85% of interest 
payments are treated as tax-deducti- 
ble expenditure and companies are re- 
quired by law to provide 10% cash 
support, fixed deposits in fact are more 
expensive than they appear. 

Also, their relative volatility has 
meant that companies could not make 
long-term investment decisions on the 
strength of what were essentially 
short- to medium-term funds. The 


search for the appropriate alternative 
(which at one time meant only prefer- 
"ence shares) apparently has ended 
with the popularisation of corporate 
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Reserve Bank of India: 








bonds, both convertible ones (into 
equity) and non-convertible. 

Corporate bonds, until 1980, could 
be offered only to existing equity hold- 
ers on a rights basis. But to ensure a di- 
version of established industry's long- 
term capital needs away from public 
financial institutions and the banking 
system, the government has eased the 
rules. Corporate bonds have suddenly 
started looking very desirable. 

In just two months of the current fis- 
cal year, September and October, 
sanctions for the issue of non-converti- 
ble bonds had overtaken those ac- 


corded in the whole of 1982-83. And | 


during April-October 1984, sanctions 
for non-convertible bonds, at Rs 5.68 
billion, overtook those for equities, at 
Rs 5.09 billion. 

It is not surprising that the corporate 
sector is very much taken with this in- 


| strument. Companies are increasingly 





shy of the convertibility clause that the 
public financial institutions insist 





Moreover, with existing tax provi- 
sions, equity remains the costliest 
source of funding in India. 

A widely held company must earn at 
least 32% before tax in order to pay a 
dividend of 15%. And, unlike that of 
deposits, interest paid on debentures is 
wholly tax-deductible. Moreover, the 
maximum amount that can be raised 
through debentures is greater than the 
limit on public-deposit acceptance. 


he earlier problem of marketability 

also has been solved. The govern- 
ment has raised the interest rate pay- 
able on non-convertible bonds to 15% 
with a holding to redemption premium 
of 5%. In addition, financial institu- 
tions are permitted to underwrite or 
subscribe up to 50% of a single deben- 
ture issue by, for example, Fera com- 
panies. The problem of liquidity — 
with maturity periods of seven years- 
plus being mandatory — has now been 


Red tape and suspicion 
hit hi-tech acquisition 


By Robert Manning in Washington 


nited States officials do not be- 
lieve the Bhopal disaster will dis- 
rupt the final negotiations for an 
agreement with India on the transfer of 
high technology. The proposed agree- 
ment, which is nearly ready to sign, is 
part of the Washington administra- 
tion's initiative to improve ties with 
New Delhi and at the same time tighten 
potential diversion of technology to 
the Soviet bloc. 
Both US and Indian officials told the 


REVIEW that talks which began in New | 


Delhi in early November have gone ex- 


ceptionally well and that a memoran- | 


dum of understanding on hi-tech sales 
may be signed early in 1985 

When asked about the impact on 
India's attitude towards US business 
after the gas-leak disaster at the Union 
Carbide plant at Bhopal, which killed 
more than 2,000 people and injured 
tens of thousands, a State Department 
official said: "There's bound to be an 
after-effect, but if Union Carbide and 
the US Government are seen as acting 
responsibly, the negative fall-out may 
be minimal." 

India is in Category V of US export 
controls, which is a general classifica- 
tion for most non-communist nations 
plus some non-Soviet bloc communist 
countries such as Yugoslavia and 
China, which was upgraded into the 
category last year. Washington drew 
up a detailed set of export-licensing 
guidelines for China — a system of 
green, yellow and red zones with items 
in the green zone automatically ap- 
proved, those in the yellow judged on a 
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case-by-case basis and those in the red 
zone rejected. 

But export-licence requests for 
India fall under national security con- 
trols and have been dealt with entirely 
on a case-by-case basis. This has 
meant that requests even for non state- 
of-the-art computers and hi-tech 
equipment frequently have been bog- 
ged down in red mS 

The push for the technology-transter 
accord originally grew out of the late 
prime minister Indira Gandhi's desire 
foreasier access to such equipment — a 
topic on the agenda during her 1982 
trip here and her meeting with US Pre- 


| sident Ronald Reagan — and has been 


given top priority by her son and suc- 
cessor, Rajiv Gandhi, who has a deep 
personal interest in new technology. 
Theimpetus for the US policy review 
and emphasis on expanding US-India 
science and technology ties came out of 
Vice-President George Bush's May visit 
to India. Well-placed sources say that 
Bush had extensive meetings with Mrs 
Gandhi, including an intimate four- 
hour dinner attended only by her, 
Bush, Rajiv and his wife, during which 
the technology issue was raised. After 
the Bush visit, the policy review was 
completed in October with Reagan de- 
cidingto strengthen technological ties. 
US officials have kept a close watch 
on US exports to India primarily be- 
cause of New Delhi's close ties with 
Moscow but also due to concern over 
nuclear non-proliferation issues. A 
State Department official said: 
"Countries with large trade ties to the 
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corrected and a secondary 
market ts developing. 
Companies now offer a "buy- 
back at par" clause up to cer- 
tain value limits after the 
bond has been held for a year, 
since they are permitted to 
reissue the same to the finan- 
cial institutions for a nominal 
commitment charge of 2.5%, 
Thus the investor response 
to non-convertible bonds has 
been dramatic. When in 1983, 
commercial-vehicles .. manufacturer 
Tata Engineering and Locomotive Co., 
or Telco, issued bonds for a total value 
of Rs 300 million, it had subscriptions 
for Rs 850 million. Another Tata group 
company, steelmaker Tata [ron and 
Steel, or Tisco, sought Rs 500 million | 
and received slightly more than Rs 1 
billion. While this probably reflected 
those companies' reputations to some | 
extent, innovative marketing helped. | 


Equity 


With kickbacks on commissions 


(Rs million) 


iincludimy bonus issues) 


Preference 
Convertible bonds 
Non-convertible bonds 


from brokers a common practice, in- 
vestors are finding bond yields well 
above 17% at the current 15% rate, 
even when the bond is held for a yeai 
In September 1984, the government 
went further to promote the. bond 
boom by allowing issue of bonds to 





cover.a wide range of needs, including | 


modernisation and mergers, in addi- 
tion to expansion, diversification and 
long-term working capital needs that 
were.originally allowed. Also, new 





guidelines permit retention of 
up to 50% of ssiru Boi Ip- 
tions without specific ap- 
proval. Emboldened by this 
liberalisatton, the DCM graup 
said it will tap the debentures 
market for its light commen 
cial-vehicle project coming up 
with Toyota collaboration, 
Already, a recent RBI stude 
of 486 large companies notes 
that while resources raised 
through bonds increased Momi 
Rs 1.32 billion in 1981-82 to Rs dag 
billion in the following year, borrows 
ings from financial institutions actuais 
ly dipped from Rs 4.18 billion to HS 
3.62 billion. This might help the Mma 
stitutions provide more venture capis 
tal to new entrants or smaller business 
groups and thus disperse control Overy d 
industry. But the automatic retentione 
of surplus subscriptions for bonds also} 
could lead to a drying up of the market 
for new equity issues, observers note EN 
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Soviet Union are suspect — particu- 
larly under the Reagan administration 
— and India has a substántidLmilitary- 
supply relationship, industrial joint 
ventures and on the whole a set of in- | 
stitutional relationships with the 
Soviets.” eer 
As an example, US officials point to 
the fact that private-sector firms in 
India, such as Computroni¢es of Bom- 
bay, have businesses aimed at export- 
ing computer technology to the Soviet | 
Union. Indian officials, argue that 
there is no evidence of technology di- 
versions from India, and US officials 
do not dispute India's track record on 
the issue, though their concern focuses | 
more on the Indian private sector than 





government bodies. 

But there is a complex labyrinth of 
US export procedures that also have 
been an impediment to the technology | 
trade. “A lot of stuff has been hung up 
pending government-to-goyernment- 
assurances. Part of the 
problem is that New 
Delhi is not familiar 
enough with US export 
procedures,” one source 
said. 

Under US law, coun- 
tries such as India which 
refuse to sign the nuclear 
non-proliferation treaty 
or allow international 
inspection of nuclear 
facilities face limits on 
thesaleof US technology. 

The US has recently 
reached agreement with 
the developed countries 
to tighten export guide- 
lines for technology, and 
the Reagan administra- 
tion has been seeking 
also to persuade Asian 
countries to tighten con- 
trols on such exports 
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(REVIEW, 4 Oct. '84). According to US 
officials, there are many items of tech- 
nology India seeks from the US in its 
effort to develop its own hi-tech and 
electronics and telecOmmunications 
industries which are also sought by 
Soviet-bloc nations. 

According to Pentagon officials, 
these. include: sophisticated com- 
puters, computer-manufacturing 
technology, semiconductor equip- 
ment, silicon and mainframe com- 
puters. There are alsó a number of 
items of concern with regard to nuclear 
non-proliferátion. 


B: in the past even medium-level 
equipment has been either denied or 
held up. Indian officials cite the exam- 
ple of Air-India's effort to buy a Sperry 
Univac computer to run its entire sys- 
tem, which was held up for almost a 
vear before finally being approved 
early in 1984. 


| 





The memorandum of understanding 
said a US official, “will provide m 
framework that would permit Thes 
transfer of technology that otherwise 
would either not be provided or woumdy 
take a long time to gain licence apog 
proval." | 

Initially there was some resiste 
ance to the idea of signing Hen 
memorandum from the Pentagon, but 
the Defence Department softened diss | 
opposition when India apparently aia 
reed to allow some physical inspection 
of its hi-tech facilities. US officials say 
that when it is completed, he» 
memorandum may set an important? 
precedent in US efforts to gain similar 
understandings with other . Asien 
countries. 

A State Department official told the 
REVIEW that the memorandum "collis 
open the door to the export of some” 
dual use [civilian/military| and somes 
military equipment to India." 
Although US direct ins 


vestment in India is omita 
about US$500 hoe 
US-India two-way trade 
has grown sharply, ins 
creasing some 25o in . 
1983 over 1982 to reach 
US$4 billion, and in the 
first nine months JOB 
1984, trade had passe 
ed the US$4 billion 
mark. | 

US officials estimats 
US exports to India of Wisi 
tech and related equipe 
ment to be worth about 
US$200 million a vear A 
State Department offis 
cial said: "With the level 
of business activity We 
are seeing, that fige 
ure could shoot up toa 
US$500 million very 
quickly.” 
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Paul Ensor in Seoul 


oyth Korea's’ overseas contractors 
‘WD have had another very hard year. 
“New contracts signed during 1984 
total US$6.5 billion, about 27% down 

from the total in 1983 — and well 
below the 1983 total of US$10.4 bil- 
lion (which was in turn down on 
121982). 
- »Much of the decline has been due to 
- the slump in the Middle Eastern con- 
-Struction market, on which the South 
Korean firms depend for 85% of con- 


_ Situation has forced the government to 
- become a more active player in reg- 
ulating contractors, taking a “survival 
Of the fittest” approach to the problem. 
The boom in construction in the 
‘Middle East ended abruptly with the 
‘drop in oil prices of early 1983, but 
even if prices had remained stable, the 
halcyon years of the late 1970s and 
early 1980s could not have continued 
forever. Kim Jung Ju, a vice-president 
of the Kukje Group recalled: “We 
knew a slump had to come when we 
were working in Saudi Arabia four or 
five years back, but we just could not 
anticipate the timing." 

_ One aspect of the boom was a prolif- 
eration of small contractors — who are 
now under the greatest pressure. 
| e was a time when every builder 
"who could raise the finance to get a 
-erane out there was bidding," recalled 
- Niko Maksimyadis, a vice-president of 
American Express International 
5 ing Corp. « 
—— Tales of the construction companies’ 
"troubles have become a source of end- 


Jess speculation in Seoul. With cash 


flows slowing, companies which were 
in many cases already overextended 
have been forced to cut back. In many 
‘eases, sources agree that the need for 
the cutbacks arose from bad manage- 
“ment. One Ministry of Construction of- 
ficial said: “In the good old days, they 
“were able to be careless, with sloppy 
- procurement and management techni- 
ques." Sometimes, this included erra- 
'tic accounting to cover up mistakes by 
- senior members of the smaller, family- 
j; based concerns. 

X Many firms have been forced to sell 
_ off substantial property investments in 
Seoul and reduce their workforce: 
Hyundai Engineering and Construc- 
_ tion Co.'s labour force has been almost 
- halved in the past two years (from 
- 60,000 to 35,000). Monthly salaries for 
the:industry's overseas workers fell 
_ from US$850 to US$730 during that 
~ time. To cut labour costs, contractors 
increasingly have used workers from 
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. The woes of South Korea's overseas contractors force 
a weeding-out of the weak in favour of the big 


tracts in a normal year. The worsening * 
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areas such as Southeast Asia and 
Pakistan. 

Contractors, bankers and the gov- 
ernment agree that the many small 
companies which rose from nowhere 
and are now hitting the ground the 
hardest, must be taken out of overseas 
contracting altogether. This would 
give large firms, which have the ability 
to withstand financial shocks and de- 
velop their technological abilities, a 
free rein — and the industry as a whole 
could recover its self-confidence. 

Keang Nam Enterprises, which: came 
under the management of Daewoo 
Corp. (REVIEW, 9 Aug. '84) follow- 


SOUTH KOREA'S 
TOP 10 CONSTRUCTION FIRMS 


(First 10 months of 1984) 


Hyundai 

Daelim 

Daewoo 

Hanyang 

Samsung 

Miryung 

Lucky Development 
Hanil 

Shinsung 
Ssangyong 


2,441,113 
425,940 
394,444 
290,559 
230,372 
149,811 
147,434 
119,798 
115,283 

95,287 
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ing months of financial strife, is a typi- 
cal example, having risen from 
nowhere to win the second-largest 
amount in new contracts in 1983. Two 
other companies — Nam Kwang En- 
gineering and Construction Co. and 
Samho International Co. — have been 
put under the management of larger 
firms, Ssangyong Construction Co. 
and Daelim Industrial Co. respec- 
tively. 


ll three had been under the recei- 

vership of their prime banks, and 
apparently under outside management 
on a temporary basis (largely due to 
government pressure on their new 
managers, who were hardly enthusias- 
tic about taking on the liabilities and 
unprofitable contracts of the smaller 
firms). Rumours have also circulated 
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The government is looking much 
closer at bidding by contractors of all 
sizes on overseas contracts. S. S. Dina- 
mani of the Bank of Credit and Com- 
merce believes that tighter govern- 
ment supervision may even be a reason 
for the slowdown in contracts in 1984. 
He says companies working on pro- 
jects abroad are being requested to 
hand over their work to bigger com- 
panies, and frequently the numbers of 
bidders to new projects are reduced: 
the five companies bidding for the 
Ashugang Project in Bangladesh, for 
example, were reduced to one. 

The government insists its involve- 
ment is indirect, through a committee 
formed under the umbrella of the 
Overseas Construction Association of 
Korea. Representatives of the con- 
tractors' prime banks now sit on that 
panel and the screening is tighter than 
in the past. But contractors are scepti- 
cal of the body: one complained that 
the bankers do not understand the 
technicalities of construction 
work and are too subject to the 
desires of the ministries of fi- 
nance and construction (which 
are not above clouding issues 
with ministerial infighting). In 
the end, the companies will have 
to solve their own problems. 

Many wonder whether new 
funding announced by the gov- 
ernment will reach firms in 
need as fast as necessary. The 
government has pledged Won 
80 billion (US$97.21 million) in 
loans on deferred payments to 
construction firms operating 
abroad to be lent through the 
Export-Import Bank of Korea. 
But Maksimyadis feels it will 
take some time for the bank to 
adjust to the new business: 
"Construction is a wheeler- 
dealer business, and they are 
not used to that." 

Slowly and painfully, the in- 
dustry is adjusting to new 
realities. "We have to work in 
developing our technological 
base and expanding our market 
spread, and on both fronts, I’m encour- 
aged," said Park Hyun Doo, managing 
director of Ssangyong. The process of 
smaller firms being forced to sell un- 
needed property and other facilities 
will continue and profit rates will keep 
falling. According to the Ministry of 
Construction, average returns on all 
construction (including domestic 
work) fell from 1.6% in 1983 as a whole 
to 1.4% in the first 11 months of 1984. 

But the survivors have not lost the 
tenacity which launched them into the 
Middle East to begin with, and they are 
not short of ideas on how to improve 
themselves through technology and 
manpower development and more 
creative financing. If they can afford to 
put them into practice, a leaner, less 
crisis-prone industry may emerge. D 
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The Original. 


Rado. A name that means far more | hi 1d 
than a product, a trademark or a m new and fu 
| 

pany. For behind this name there lies a Rad ratchpt 
| 
philosophy which forms the basis for nits engl 
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There are 781 fruitful reasons 
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MINOLTA 


The Minolta EP450Z and EP650Z offer you 
what you really want a copier for: superb copy 
quality at a fast copying speed and with 
automated copy processing capabilities. But they 
also offer you a great deal more! Each PPC 
supplies 78] zoom enlargement/reductioris: you 
can select any magnification ratio between 
0.640X and 1.420X to enlarge or reduce the 
image area of your original to the exact size you 
require. 

Zoom enlargement/reduction gives you 
complete control over copying: no longer are you 
limited to just a few choices of how large or how 


See the EP4502/EP6502 ot these Minolta subsidiaries and distributors: 


Taiwan Santa Office Machines Corp. IFI. 75, Sec 4, Nanking E Road, Taipei Phone: (02) 715-5001 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone: 3-676051 


Minolta Singapore (Pte) Ltd. 10, Tebon Gardens Crescent, Singapore 2260 Phone: 563-5533 
City Marketing Sendirian Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor Phone: 576057 
Technical Supply Co. Ltd. 1808-1812 Kasemrat Road Klong Toei Bangkok 10110 Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 


philippines TOPROS Inc Topros Bidg Banawe Cor Atok St, Quezon City, Metro Manila Phone: 49-49-21 








small copies can be made from any original. 
There's. virtually no limit to the uses you can 
make of the Minolta EP450Z's or EP650Z's zoom 
enlargement/ reduction. 

Both copiers, with their companion automatic 
document feeder or document feeder option, will 
also automatically select the appropriate magnifi- 
cation ratio according to the size of the original in 
use and the copy paper size you require. Or the 
appropriate loaded copy paper size according to 
the original size in use and the magnification 
ratio you ve selected. Thus, it’s almost impossible 
for the operator to make a mistake... think of the 
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to pick a Minolta zoom PPC. 
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EP4502 with Automatic Document Feeder ADF-1 
and Sorter S101 

Copy Size A3 to A6 (11 * » 17* to å' ~" ys "b 
Copy Speed: 25 copiesimin. (A4) 
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savings in time and waste copy paper! 

We ve just pointed out more than 781 fruitful 
reasons you owe it to yourself to take a 
closer look at the Minolta EP450Z or 
EP650Z. And there are lots more, as your 
Minolta dealer will be delighted to explain. 
Wont you call or visit him today? 
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MINOLTA ZOOM COPIERS 


EP450Z/EP6507 


MINOLTA CAMERA CO., LTD.. Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higoshi-Ku, Osaka 541, Japan 
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Indonesia PT Perdono Nirwana Abadi Co. 67B, JI, Kreko! Raya, Jakarta Pusat Phone: 372-609 

India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Ploce, New Delhi 110019 Phone: 682475, 682476 

Pakistan Allied Equipment Lid. First Floor, Nelson Chambers, |. 1. Chundrigar Rood, GP. O. Box 680, Karachi-1 Phone 214922 
Bangladesh Brothers International Ltd. GPO. Box 767, Adamjee Court 115—120, — Montijheel C.A, Dacca Phone. 232293 

New Zeolond Viko Holdings Ltd. MSI Bidg. Cnr. Khyber Pass and Nugent Str. P.O. Box 220, Auckland 3 Phone: 796-294. 796-295 
Australia Océ Reprographics Ltd. 89 Tulip St, Cheltenham, Melb, 3192 Phone: 584-1011 
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Asia houses over half of mankind. Everyday events are 


happening here that not only shape Asia's future but 
... affect the entire world. Asia 1985 Yearbook covers 
^ these events, compiles analyses and interprets them. 

.. No businessman can afford to ignore them. Nor can any 


executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


= Now In Its 26th Edition 


The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
. before. Matching the rapid pace of Asian development, 

. we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 






The Asia 1985 Yearbook includes a newcomer to every 
‘chapter — the Databox which gives an instant glance of 


= essential data. You will find familiar chapters and fea- 


tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy. Aviation, Shipping, 


= us Trade & Aid, West Asia, South Pacific and Asian 
.. Organisations. 


_The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging trom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
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and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Heview can. 


Soft Cover: HK$170/US$21 .95/£16.75/S$47/M$50 
Hard Cover: HK$200/US$25.95/£20/S$56.50/M$60 
For airmail delivery, please add: 
HK$45/USS$6/£4.50/8$12.50/MS$13.50 
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ivan Value 


If you buy, lease or finance 
engines or power systems, 
this message could mean extra 
revenue and extra profit. 

Power system investment is 
a significant capital expenditure 
expected to produce maximum 
return. Unfortunately, engines 
which cost thousands of dollars 









Using your own information, 
the analysis looks at engine 
ownership costs (initial 
price, interest payments, 
etc). Then operating 
expenses, revenues and 
profits are projected 

The result is a clear, objective 





picture of the value gained by investing 

less to buy often end up costing in one power system versus another. 
thousands of dollars more to own and Want to know more? Talk to your 
operate, taking revenue and profit straight Caterpillar Dealer today. Ask him for the 
from your bottom line. whole story on Engine Investment 

Now, Caterpillar and your Caterpillar Analysis and what it can mean to you. 
Dealer can help you make objective, It's quick, it's free and it's another 
definitive comparisons before you buy. customer benefit from the industry leader 

Engine Investment Analysis provides — against whom all other are measured... 
a free, no-obligation tool comparing any 


two engines or power systems head on. And, The Standard of Value 


it is tailored to your specific operation. 


Caterpillar, Cat and @ are Trademarks of Caterpillar Tractor Co CG CATERPILLAR 





NOW... 
MARLEX HDPE RESINS 
MADE IN SINGAPORE 








When you specify quality Marlex* high be there when you need product and service 
density polyethylene resins, your shipment day after day. 
arrives in days, not months. For injection molding, blow molding, film 
That's because Marlex resins are produced and extrusion grade resins, specify Marlex 
in Singapore and shipped from Singapore. HDPE. Put time on your side working for you. 
With your source of supply so close and For more information on high quality, 
delivery so fast, you can carry less inventory economical Marlex HDPE resins made in Singa 
and reduce your investment in materials. While pore, contact Phillips Petroleum International 
taking advantage of this cost saving opportunity Inc., P. O. Box 85, Newton Road Post Office, 
you could also help secure your future. A Singapore 9122, Telephone: 251-9124/254-2021, 
reliable Asian source of HDPE resins will Telex: RS 23337 PHILPETE. 


PHILLIPS 


^ ... PHILLIPS PETROLEUM INTERNATIONAL INC. (troitüv 
a go a SINGAPORE 
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i TEL. Phillips Petroleum Company U.S.A 











€ MERRILL LYNCH'S losing bid in 
December to fill a rare opening on the 
83-member Tokyo Stock Exchange 
(TSE) was bound to be viewed as one 
more (albeit unsuccessful) volley in 
the long political battle over greater 
foreign access to Japan's stubbornly 
protective financial markets. ` 

That is why — despite the private 
nature of the bidding —. Japan's 
Ministry of Finance (MoF) diplomati- 
cally fired off an explanatory letter to 
the United States Trea assuring 
the Americans they had made sure 
the contest was "fair": Merrill's bid 
was simply too low, MoF explained. 
Moreover, Merrill declined an un- 
usual last-minute opportunity to up 
the ante nearer the éxcessive pre- 
miums being offered by Japanese 
` brokers for the seat. Sr 

One can only speculate Over just 
how fair the criteria were for the 
other Japanese candi- 
dates (Merrill was the. 
only foreign bidder). | 
Yamaichi Securities, the |. 
arranger, passed over the | 
highest bid (nearly US$8 | 
million) in favour of a. |. 
lower one from a broker. 
member of its own group. , 
Sceptics in Tokyo (par- 
ticularly other foreign 
brokers) also may ques-.| 
tion whether Merrill real-. | 
ly wants or needs a TSE, | 
seat. Merrill's Japanese , 
equity business is small | 
compared with some liz- 
censed foreign brokers.in Tokyo who 
declined even to bid, 777 

The more pertinent poi} is that de- 
sire for the seat among Japanese bid- 
ders was strong enough’ tó raise the 
premium — paid on top | f required 
TSE fees of Y600 million, (US$2.36 
million) — to five times the amount 
required to win a seat in 1981 (when 
foreigners were still completely bar- 
red from seeking membership by TSE 
rules). That may or may not reflect an 
anti-foreign bias. e 

What seems certain is that the Mer- 
rill Lynch bid for the seat has ushered 
in a new era in assessing the value of 
exchange membership. The political 
fall-out from Merrill's lost chance, 
Shroff was told by senior officials, 
appears to have made it all the more 
urgent to expedite fundamental 
changes in the TSE's membership 
rules. Those are being studied by a 
TSE committee under orders from 
the MoF. 

The MoF dearly would have liked 
to see a non-Japanese broker fill the 
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latest opening, partly because of sen- 
sitivities over relations withythe,US, 
which over the past year has.press 
hard for a better deal for foreign fi- 
nancial institutions. For the moment 
there are no other openings on the 
horizon. Clearly, the battle royal over 
access to the TSE is just beginning. 
Merrill, and the US Treasury, have 
long considered the issue of general 
access more important than winning 
one seat. R, 

But after watching recent develop- 
ments among foreign brokers (and 
bankers) who are trying to make their 
mark in Japan's booming securities 
and investment business, Shroff's 
most startling observation is that 
such prizes as TSE membership — or 
even holding a securities branch li- 
cence — may become increasingly ir- 
relevant for those interested in mak- 
ing money out of the securities busi- 
ness in Japan. 
€ EVEN before the 
latest bidding. round, it 
was arguable that a seat 
on the TSE would add 
more burdens than mat- 
erial gains for foreign 
brokers. In exchange for 
the ability to handle 
trades without paying 
27% of the fixed com- 
mission to other member 
brokers, the TSE mem- 
ber must comply with 
rules covering every- 
thing up to and includ- 
ing the doling out of 
contributions to non-communist po- 
litical parties. 

Having better access to the ex- 
change's new computer trading sys- 
tem, which goes into operation early 
this year, could make actual member- 
ship an even less attractive prospect. 

At some point, the system of fixed 
commissions may be modified as has 
happened in the US. That would 
make the privileges which come with 
a securities-branch operation appear 
decidedly thin. Holders of licences in 
Tokyo already are increasingly faced 
with non-licensed competitors mak- 
ing sharp inroads into what are cur- 
rently the most lucrative areas of the 
securities business. 

That includes ‘selling record 
amounts of foreign bonds to Japanese 
investors. In 1984, it was clear that 
the authorities told at least one 
broker to apply for a licence if it 
wanted to behave like a branch in 
selling securities. 

The authorities are faced with 
additional headaches. There are 


TUG 
grapes? 


crumbling regulatory walls between 
banks and brokers as a result of bank 
acquisitions of brokers, and a notice- 
able increase in the amount of securi- 
ties businéss being “facilitated” 
through what are supposed to be in- 
formation-gathering representative 
offices of banks and brokers. 

e DRAWING the line looks to be in- 
creasingly difficult, especially when 
the legal separation between Japan- 
ese banks and brokers is fraying at 
the edge. The regulatory task is made 
all the more daunting by the sheer 
numbers of foreign companies in- 
volved. There are 95 foreign "securi- 
ties" representative (including those 
from banks and brokers) offices in 
Japan. More are preparing to follow. 

The most sensitive nerve struck at 
the MoF in the recent past was 
Citicorp's acquisition of the broker 
Vickers da Costa, giving it both a 
securities branch as well as 
Citibank’s large Japanese banking 
operations. Vickers has now em- 
barked on an ambitious expansion of 
its bond trading in Tokyo, reportedly 
by absorbing people from other parts 
of Citibank. 

Another example: BA Asia, the 
merchant-banking arm of Bank of 
America, has made its representative 
office in Tokyo the focal point for the 
bank’s securities activities in Asia. 
But unless the law changes (or the 
Bank of America gives up its banking 
licence), BA Asia will forever be bar- 
red. from becoming a securities 
branch. 

S. G. Warburg, the British mer- 
chant bank, in early Jaunary became 
the 10th foreign company to open a 
securities branch in Tokyo, dubbed 
S. G. Warburg, Rowe & Pitman, Ak- 
royd (Japan) to reflect that somewhat 
awkward marriage of City of London 
interests (not all of Rowe & Pitman's 
Tokyo employees chose to make the 
transition). Within the next few 
weeks a final go-ahead is expected 
for broker W. I. Carr's branch licence. 
The merchant bank Kleinwort, Ben- 
son is swallowing broker Grieveson 
Grant in Tokyo and is next in line for 
a branch licence. 

With the help of the British au- 
thorities, all three of the above con- 
vinced the MoF that their parent 
companies are not going to turn out 
like Vickers and Citibank in Tokyo. 
Other bank-related securities repre- 
sentatives may choose to press the 
case for granting separate securities- 
branch licences. Some will choose 
simply to slip between the increas- 
ingly wide regulatory cracks. 
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By Manggi Habir in Jakarta 


po has opted for substantial 
stimulation for consumption while 
cutting back capital spending pro- 
grammes in its 1985-86 state budget. 
President Suharto, presenting the 
draft budget on 7 January, warned that 
the. country was facing mounting eco- 
nomic uncertainties which called for a 
period of selective belt-tightening. 
J vernment’s financial outline 
[985-86 (ending 31 March) 
a spending increase of only 
the current fiscal period' s 


bast b budget. With inflation 
a around” m the minal 








(Rps billion) 


| Jakarta relies on wage Increases to boost the. economy 
and placate retiring soldiers and civil servants : 







domestic fuel prices as in earlier years, 
except. for a 10% rise with the intro- 
duction of the. value-added tax (VAT) 


system on 1 April 1985, officials main- 


tained. 

The sizable. cut in oil subsidy. from 
Rps 1.15 trillion (US$1.07 billion) 
budgeted in 1984-85 to Rps 532.3 bil- 
lion, though foreshadowed, still took 
many by surprise. Finance Minister 
Radius Prawiro in November had.an- 
nounced mid-term oil subsidy figures, 
which at Rps 126.4 billion were far 
below. budgeted figures, and further 
projected that for 1984-85 oil subsidy 
coula be contained at dca 557, 3 } billion 






THE : BUDGET 



















seat S oosible 


Domestic 
| manner, by: means of Tax 
narrowing priorities 2 gas 
: for expenditure in VAT and sales 
all sectors," Suharto Excise 
said Export 
' Other 


The shift in em- 
phasis is to recurrent 
from development 
spending. For 1985- 
86, recurrent expen- 
diture is projected to 
grow by 22.7%, sur- 


Non-tax revenue 

Development 

pene aid 
na à 





passing total deve- idend à par FA ] 
: ivil servants 4,111. 29. 
lopment expendi- —— Salaries and pensions 3,115.8. . 35.0 
ture, and covering Rice allowance 482.5 16.1 
major increases in ons allowance 313.3 9.3 
ae er 116.6 - 16.7 
civil-servant wage Abroad 89.1 12.2 
and pension pay- Purchase of goods 1,529.9 21.1 
ments, subsidies to Perg 1,451.8 20.2 
dn NM Re roac 78.1 392 
autonomous regions, Autonomous regions’ ie 
and official external subsidies .. 2,590.4 
debt-service pay- | Debtservice 3559.1 
ve Eod omestic 






civil servants obtain- 
| ed an extra month's 
| wage bonus in addi- 
tion to their salary, 
| which translates 
| roughly into an 8% 
increase. Before that, civil servants’ 
wages had been frozen for about two 
years. 

The more investment-oriented deve- 
lopment expenditure will grow by only 
1.8%. In fact, foreign project-aid ex- 
penditure — a major component — is 
projected to decline by 1.7%. The boost 
in recurrent spending comes even after 
large oil-subsidy cuts flowing from 
cost-efficiency improvements by Per- 
tamina, the state oil company. These 


Der open 


oil-subsidy cuts, however, will not 


translate into “substantially higher 


Regional development dues 


Fuel subsidies, other 
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— rougniy nail Ol wnat was Dudgeted. 
Prawiro cited improvements in Per- 
tamina’s operating efficiencies as the 
major reason behind thi digstie sub- 
sidy reduction, 2 

On the revenue side, arta Wsum- 
ing oil production volume of 1.3 mil- 
lion bpd (as \ agreed \BySOpecp and 
US$29 a barrel prices, expects oil re- 
venue to remain flat in 1985-86. Pick- 
ing up the slack, however, is a sizable 
and surprising 30% rise in non-oil tax 
revenue — a major chunk Of it coming 
from the introduction of the VAT sys- 
tem with the start óf' the' 1985-86 
budget year. The VAT $¥sterm, Which 
had to be postponed last year bécause 
of implementation difficulties, js ex- 
pected to generate an ambitious 74% 
rise in tax revenue (to as much as Rps 
1.67 trillion) from thé 'old' sáfés-tax 
system it will be dimi E 

The government — $ivén its large 
foreign debt-service payments (Rps 
3.53 trillion for 1985-86) — appears 


hesitant to rely on additional foreign 
borrowings. Foreign-aid ‘spending is 
MBI 90 
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budgeted to drop by 1.75 while 1985- 
86 balance-of-payments: projections 
suggest that only US$600 million in 
commercial borrowing$;;' tight be 
needed for 1985-86. 
T= budget's impact: Qi economic 
growth is still uncertain. Official 
real-growth estimates for 1984 hover 
around 4.6% (based on 1973 prices), 
largely reflecting a buoyant agricul- 
tural sector where the je harvest 
reached a record 25.5 müllión tonnes. 
Given the rise in domestic demand 
flowing on from civil servants' wage 
increases, officials are... projecting 
higher growth rates for thís year. How- 
ever, the drop in investments last year, 
given the uncertain tax environment 
and incentive reductions, may pose a 
problem in the longer rún.. 

During 1985-86, revenue from the oil 
and gas sector, though growing by only 
7.7%, will still account for a sizable 
60% of domestic revenue or 48% 
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ot total revenue (which includes 


Rps 4.37 trillion of foreign aid). Oil is 
projected to rise by only 6.6% in rupiah 


terms, largely dueta different, 
US dollar exchangé+rate ET 
used in the budget, officials Say" Tryin 


to allay fears of a possible devaluation 
assumed in the budget figuréspdtfiot& Ls 
assured. reporters: that the-gsicnburge 
rate used is the current Rps 1,074 
US$1 while about Rps-1,000-.wasased 
for 1984-85. The bax nerea wot y 
tural-gas proceeds, at 14.2% — a Tun 
tion of expected production garg Ut. S 
also much lower than last yéàr 2" ^7? 
The high non-oil tax revenue Browth 
budgeted for 1985-86 no ditrht win 
worry the business sector, "especial 
given 1984's sluggish pérfótitiante 
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But what is more worrying is the am- — 


bitious targets budgeted for VAT re- 
venue, observers say. The problem, ac- 


‘cording to one economist, is the gov- 


ernment's preoccupation with short- 
term results even when implementing 
fundamental reforms, which are basic- 
ally long term in nature. It remains to 
be seen, though, whethei imi- 
plementation of VAT will it in 
price rises or a business slowdown as 
some have feared. Th a 10% 
rate, initially wil] bi to the 
manufacturing sector, sparing the dis- 
tribution and retail sectors and comes 
panies whose sales are less than Rps 60 
million a year 

Jakarta's attempt to revive the stag- 
nant business sector through a major 


es 
Why take undue risks with your savings? 
For security and income 


PFC strongly recommends 
the JF Currency and Bond Fund 


The Fund has an estirmated annual yield of 107596 and an averaa 
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"total wage increase is also higher 
teachers and paramedics (who to- 
yer account for roughly half the 
seu P UEM ix t 


y Paul Ensor in Seoul 


n Seoul's subway is a refresh- 
experience to anyone familiar 
e city's uncomfortable and in- 
lernatives. Clean, quiet 
insport their passengers with 
culty — the snarled streets 
ling buses seem far away. 

e opening of two new lines in mid- 
| 1985 will double the present two-line 
network from 57.5 km and 55 stations 

to 115 km and 102 stations, giving 

Seoul the world's seventh-largest 

-underground-railway system. The 
speed with which the huge project has 
been carried out, and the costs in- 
volved, have been phenomenal — and 
the results bear some of the marks 
these difficulties. 
The planning, construction and ope- 
ration of the subway has suffered from 
many of the drawbacks suffered by 
other big South Korean projects: con- 
tinual financial problems, bickering 
among the various authorities respon- 
sible and difficulties in projecting a 
rapidly changing situation into the fu- 
ture. This last problem has been com- 
pounded by a lack of planning, partly 
in the interest of cost cutting. 

The problems must also be seen in 
the context of Seoul itself, a city with 
vast and constantly changing dimen- 
sions which are of great concern to the 
South Korean Government. Seoul's 
growth has far outpaced any attempt 
to manage its problems in an organised 
manner (REVIEW, 3 May '84). 

The subway has gone through sev- 
eral distinct phases since construction 














my "than c spending. 

thermore, local. demand is less 
; to result in inflationary pres- 
| given the excess capacity of in- 
ry, the argument. goes. But the 
sons behind the boost in wages were 
Reni economic. .The r pl aeii 





























































Bak RUNDE of id els ser- 
s, whose welfare Jakarta cannot 


ith the pension improvement, 
W civil servants and members of 
rmed forces can enter their retire- 
L with calmer feelings, having 
rved state and nation for the greater 
part of their lives. Parallel to the pro- 
ss of change of generations, which 
ymes ever closer to accomplishment, 
"number of those who retire will 
row greater in coming years," 
to said. Pension increases range 
-27% for the highest-ranked state 
ployee and progressively rises to 
% for the lowest level. 
‘he painful 32.5% rise in debt-ser- 
payments was unavoidable. The 
res, however, were a relief to cred- 
ors worried by recent discussions in 
ie media about the possibility of re- 
'heduling the country's foreign debt. 
_Asin previous budgets, development 
nditure will go primarily to areas 
education, agriculture, communica- 
sand energy — each of which is al- 
located funds exceeding Rps 1 billion. 
he efficiency of spending these funds 
is also getting much attention given the 
large realised budget surpluses of 
past years. In fact, bureaucratic 
bottlenecks hampering the implemen- 
'tation and the disbursement of funds 
; in-state projects have been blamed for 
i ontributing to the SOURIS s economic 
laise. E 
© This is also one of the reasons behind 
the shift in emphasis to recurrent in- 
-stead of development spending to re- 
vive the economy. In this respect, ob- 
Servers feel that the thrust of the 1985- 
86 budget makes sense. But in the 
longer run, most feel Jakarta will have 
io try harder to attract more invest- 
ent if its long-term growth plans a are 
)be achieved. 








queezed by a burgeoning public- 
sector external debt now topping 
US$7.5 billion, the Thai cabinet has 
approved a Finance Ministry proposal 
that the government should invest only 
25% of the cost of an expensive elec- 
tric-railway system for Bangkok. 
The rest is to come from private in- 
vestors. 

The government's . 25% will be fi- 
nanced by the ministry but it is not 
clear where it will get the funds. Ac- 
cording to an informed source, the re- 
mainder will be raised by an indepen- 
dent agency which tentatively will in 
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outh Korea' S Dd offers a welcome e alternative 
buses, but critics say it is poorly panne, A 
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of the first line began in 1971. The 
existing two lines are quite different in 
atmosphere and equipment used, to 
such an extent that the trains run on 
different sides of the track. 

The first line was opened in 1974 and 
heavily reflected the cooperation of the 


Japanese, in-the form of funding and 


equipment, with the Korean National 
Railway (KNR) which built the line. 

After the completion of the first line, 
the Seoul city government took over 
construction, starting a second line in 
1978, the final section of which was 
opened ín May 1983. When construc- 
tion on lines three and four began in 
1980, it was under yet another author- 
ity, a private consortium of construc- 
tion companies. When this folded due 
to financial problems within months of 
its foundation, the Seoul Metropolitan 
Subway: Corp. (SMSC), a public com- 
pany, was started. 

One: reason for the succession of 
managements has been financial. Sung 
Chin Ho, manager of transport opera- 
tions of the SMSC, says that all along, 
keeping the project afloat has been its 

it: problem. The Ministry of 
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ane 9%: of ‘the Mind: pours 
22. 8%; of.its annual budget into the 
j 4; The. central government 





| supplies. 3% of financing, and the rest 
has been paid for with public bonds 
and bank;loans. The numerous delays 





ri: rivis : and state-run banks, the 
7 Peny Bureau (a royal 


" un Bisous us 
pants are not ruled out. 





" ce that the proposed line will 
The arity (ERTA), a and Rapid 



















» © 
» > E 
2 rFppn nn THe COTHOT 


yi * ^» 4» 
d "CI. 
"UG. S 


E 
. E 
» 


lines two, three and four — the last two 


of which are due to open in 1985 — 
have been due to financial troubles. 

Owing to a lack of pla g, Seoul's 
subways are in many cases surpris- 
ingly routed and the stations poorly 
sited: the City Hall station is 10 min- 
utes' walk from that building. In addi- 
tion, expected development in station 
areas has yet to occur in many cases. 
According to one planner, local prop- 
erty owners have stalled on building as 
they wait for land prices to rise. 

But in a city changing as quickly as 
Seoul, planning is difficult. According 
to Kang Wi Hoo, a private engineering 
consultant who assisted. in planning 
the system, "we had to predict all sorts 
of population changes in a very rapidly 
changing city." Seoul is indeed a bit of 
a planner's nightmare. 

According to a census conducted in 
October 1984, Seoul's population is 9.5 
million, compared to 1;5 million in 
1955 and 3.5 million in 1965. In the 
year to October 1984, the capital's 
population grew twice as fast as the 
national figure, at an average daily 
pace of 814, of which 481 were mig- 
rants from outside. Top); 

The “construction first; design 
later” approach of the authorities has 
drawn much criticism ‘from experts 
who claim that plans for the subway do 
not appear to have been integrated 
with other blueprints for the city. 

In a recent conférence on transport 
matters in Seoul, transportation con- 
sultant Tony Michell pointed out that 
Yoido island, which the city istrying to 
develop as an alternative business 
centre to the congested downtown dis- 
trict, is still not served by a subway. A 
possible line to Kwachon, just south of 
the city line in Kyonggi province, 
where the government is gradually 
moving many of its major ministries, is 
still not decided upon. 64 n99 

Seoul’s public-transport system is 
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New subway, old buses: a traffic planner's 


seriously strained and very disor- 
ganised. Too often, the only sensible 
way to get from A to B is by taxi. Taxis 
carry roughly 20% of traffic. Buses 
carry 63%, and the subways roughly 
10%, the remainder travelling in pri- 
vate Cars. 








HB us stops in Seoul operate according 
to a survival-of-the-fittest rule: an 
endless stream of buses. pouring 
through bumper to bumper, unable to 
stop for more than a minute at the 
most, briefly onloading and discharg- 
ing their cargo. Getting on to a bus 
often means running alongside in the 
gutter with a group of other hopefuls, 
to be beside the door and clamber in 
when it opens. Getting off is somewhat 
akin to skydiving — passengers must 
pour off within the short time allotted, 
or be swept along to the next stop. 
When the subway was first planned 
in the early 1970s, some had visions of 
getting the buses off Seoul's streets. 
This idea was gradually moderated: 
according to a 1980 study by the Seoul 
city government, with four lines com- 
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ahead is given. | 

Although Deputy Interior Minister 
Veera Musikapong, . directly 
supervises the ERTA, has been lobby- 
ing hard for the scheme, it clearly as- 
sumes a low priority in the list of costly 
public-sector investment projects now 
at varying stages of completion. These 
include two deep-sea ports (one com- 
mercial and one industrial), a chemi- 
cal-fertiliser complex and the up- 
stream sector of a petrochemical com- 
plex on the eastern coast. Modernisa- 
tion of the financially ailing state- 
owned Bangchak oil refinery will also 
require substantial capital investment. 

Reflecting the government's concern 
over excessive debt, the project's origi- 
nal size was scaled down by nearly 
half. According to ERTA governor 
Charan Burapharat, the originally 
targeted Baht 30 billion (US$1.1 bil- 


plus funding sources bef T final go- 
43 





ERN ECONOMIC REVIEW e 17 JANUARY 1985 


Au ool o7 


lion) investment involving a total 
length of 62 km was slashed to Baht 16 
billion for 34 km. What is envisaged 
now is two routes linking Wireless 
Road and Bangsue in the centre of 
Bangkok with outlying stations at 
Phra-khanong and Huey-kwang. Con- 
struction is, projected to take five 
years. 

One source said the project-under- 
taking agency is likely to be modelled 
after the National Fertiliser Corp., one 
of the so-called "national companies" 
set up in late 1982 which brings to- 
gether the government, commercial 
banks and private-sector industry rep- 
resentatives. These public- and pri- 
vate-sector joint ventures have 
emerged recently to undertake large 
capital-intensive projects of national 
significance that neither the govern- 
ment nor the private sector could do 
alone. 


h 


pleted, by 1986 50-60% of passenger 
load would be travelling by subway 
and the remaining 20-30% by bus. 
Recent projections are much lower 
according to the Ministry of Transport, 
the subway's share of passenger loadin 
the city should rise from 10% to 


around 16.8% in 1986. This compares) 


with current levels of 45% in Tokya. 
21% in London and 31% in Paris 
(though comparisons of this sort are 
based on varying parameters) 

The relatively low share which the 
subways will carry is partly due to a 
much smaller railway network in 
Seoul, which feeds passengers on in 
other systems. Tokyo's subway net- 
work is 186 km long, but itis backed up 
by 1,704 km of public railways and pri- 
vate lines — compared to the 75 km of 
public railways which feed into 
Seoul's existing 57.5 km of subway. 

The subway's lack of integration 
with road transport may be another 
drawback in the future. Michell has 


pointed out that while "feeder" sys- 


tems (which would encourage the use 


of buses and cars with subways) have? 
frequently been discussed, they have d 
not been built. Stations do not have car = 


parks, and bus routes have not been 
integrated with subway routes, dif- 
ficult to achieve in a city with more 
than 100 private bus companies plying 
almost twice as many routes, mostly 
along the profitable main thorough- 
fares of Seoul. William Thornhill, à 
traffic specialist working as a consul- 
tant in Seoul, observes that the sub- 
ways were planned, "with no attention 
to the street system.” 

Other lines have been discussed, but 


with the completion of lines three and 
four, financial constraints will block 
further work for a while. However, be- 
fore long Seoul's will not be the only 


South Korean subway; Pusan's first 
line is due to be opened in mid-1985. 
There are even studies under way for a 
system in Taegu, the country's third 
city, but the consultants at the Korea 
Advanced Institute of Science and 
Technology who carried out the study 
are sceptical of the scheme o 
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th pr duction moving up s prices weakening, 
oal s ppliers look forward to another bleak year 


Hamish McDonald in Sydney 
st Asian steelmakers enter 1985 
h the usually troublesome ritual 
etting raw-material prices all but 
er, thanks to an early settlement of 
greements with major Australian, 
anadian and United States coal 
ppliers. Good news for the steel 
lls, however, foreshadows another 
year for the coal miners. 
Che six major Japanese steelmakers, 
se pricing lead tends to be fol- 
ed by South Korea and Taiwan, 
d off an unexpected coup in 
mber, normally the time when the | 
ig shots are fired in the negotiat- = 
| 


‘two sizable Canadian mines, Luscar 
and Fording River, followed suit. 

“When we heard what the Cana- 

dians had done, we were all up to 

"Tokyo as fast as possible to try to pro- 
téct our tonnage,” said Ian Gunn, gen- 
eral manager of Australian producer 

Thiess Dampier Mitsui, part of the 

Broken Hill Proprietary Co. group. 

Six.of the main Australian coking- 
ers — Thiess Dampier Mit- 
= S4  Thiess Brothers, Utah 
| Developraent, Kembla Coal and Coke 
and Bellambi Collieries — agreed to 
"roll over" existing prices, in most 
cases about US$51.50 a tonne fob, and 
the Australian Government quickly 
gave approval. 

The Canadian and Australian deals 
covered about 70% of the Japanese in- 
dustrys coking coal requirements. 
Sul ‘outstanding are contracts with 
South African producers, the Pittston 
goal mine of the US, and seven com- 
panies in. Australia’s Hunter Valley 
which supply some 4 million tonnes 










e with coal suppliers that 
extends into the new contract 
tarting in April). 

timea group of small US mining 
ipanies used their courtesy call to 
an offer the Japanese could not 
. In exchange for assurances on 
me, the US miners agreed to keep | 
‘es at existing levels through the 

contract year. The break turned 

a rout for the coal e when 

















iada partners, which included the 
United States, Britain, France, West 
Germany, Italy and Japan. Between 8 
January 1982 ànd the end of December 
1984, the rupee depreciated 55,135% 
: against the dollar. 
_ The government had hoped that by 
| unpegging the rupee, the country's 
trade balance would improve. But 
businessmen say that over a three-year 
period, the government has failed to 
| achieve its objectives of boosting ex- 
| ports and slashing imports. Export re- 
. ceipts (fob) saw a nominal increase of 
- | 1.6% in 1983-84 (ended 30 June) to 
1 | US$2.67 billion, compared to a rise of 
. 133.396 in 1982- 83. Exports in July- 
| November 1984 declined by 14. 196 
n ER to July-November 1983. 


: The et ipid and Ere 
ge of the rupee 's exchange value, 
> growing shortage of energy — 
ec eiricity a and natural ve 
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the new cotton crop sales get under 
way. Imports registered an increase of 
6.9% to US$6 billion in 1983-84, in 
| apntrast to a 2.7% decline in 1982-83. 
As a result, the trade deficit widened 
from US$2.99 billion in 1982-83 to 
. US$3.33 billion in 1983-84. Home re- 
^mittances of Pakistanis in the Middle 
East and the Gulf were down by 13% in 
y-September 1984. 






parity was US$1 ‘Rs | 90 ) 
yas considered nece 
akistan's sagging export which had 
come too expensiveowing to the dol- 
ar's strength. The currency was then 
ut on a managed float against a bas- | 
. of currencies of Pakistan’ S major 























Exports are likely to increase when 
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Although 1985 contracts must still 
be settled with the Australian, Indian 
and Brazilian suppliers of iron ore, the 
stable coal price will keep a major part 
of costs down for the East Asian steel- 
makers. In the Japanese case, the big 
six mills have seen a climb out of the 
red in the past 12 months, with a com- 
bined profit. of nearly ¥75 billion 
(US$300 million) in the April-Sep- 
tember first half. 

* rude steel output in Japan seems set 

to reach 105 million tonnes in the 
1984 fiscal year (ending March), up 
from 100 million tonnes in fiscal 1983 
and 96 million tonnes in fiscal 1982. 
The steelmakers are taking a conserva- 
tive view of 1985, fearing a downturn 
in their important US export market, 
and are counting on only 100 million 
tonnes crude steel output. 

For coal producers, the Japanese 
mills see stable demand of 66 million 
tonnes (plus or minus 5 million) of cok- 
ing coal, for the next few years. Else- 
where in East Asia, some additional 
lift will come from new steel mills 
under construction at Baoshan in 
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The decline i in »the value of the rupee | 





ge reserves, 
ded to pay for impefis 
and : service » foreign debts, which cur- 
rently total US$10 billion. The re- 
serves (at US$734 million in December 
Ds are A sufficient to finance SIX 








AG. N. Kazi, governor 
Lof Pakistan. (the cen- 
| ) ye consumer price index 
rose by. LI% in July-October 1984, 
compared to 8.6% for the 1983 period. 
If the trend continues, it will mean a 
high annual inflation rate of 23.1%. 
Monetary.expansion, he said, in the 
July- November period was 2.4%, 
down from 5.4% in the comparable 
1983 period. One of the factors which 
has contributed to the low rate of 
monetary expansion is the sharp drop 
in external assets of the banking SyS- 
tem, Kazi said. 
The energy situation, particularly 
that of electricity and ‘natural gas, has 
gone fr ad to worse. Extensive 
“load-shedding” (shut-downs) were 
undertaken since autumn 1984. Offi- 
cials of the state-owned Water and 
Power Development Authority, the 
onopoly, — ay- shortages 
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Chi na, and Gwangy ang Bay in South 
Meanwhile, new supply still has to 
be absorbed. New coal mines in Aus- 
tralia's Queensland and Canada's Bri- 
tish Columbia come on full stream of 
18 million tonnes in the 1985 contract 
year, while the Soviet Union's South 
Yakutsky mine also commences pro- 
duction at a planned 3.5 million tonnes 
a year, building towards 5 million ton- 
nes. These projects were made bank- 
able by long-term contracts with the 
Japanese steel industry, set during à 
coal price surge four years ago. 
Contract prices on this "new" coal 
are now far above market levels, and 
the mills have had a Struggle re- 
negotiating them down (REVIEW, 8 
Nov. '84). The 5 million.tonne a vear 
Quintette mine in British Columbia, 
with a price set at about C$97 
(US$73.50) a tonne fob and a spate of 
production problems, has turned into a 
nightmare for both customers and in- 
vestors. Energy analyst Ian Story, of 
Sydney stockbrokers Meares and 


Philips, said mothballing Quintette | 


was now a serious option on the Japan- 
ese side. 

Making room for the new supply 
means that existing suppliers to Japan 
will take further volume cuts in 1985. 
Pacific coking-coal exporters have 
taken cuts of 20% in their assured vol- 
umes. This is based on the pessimistic 
forecast of 100 million tonnes steel 
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ers in most Pakistani cities face elec- 
tricity shut-downs ranging from two to 
several hours daily, while the shut- 
downs for industry are more extensive. 
Thousands of irrigation pumps are also 
affected by the shut-downs. The over- 
all effect on the economy, described as 
"adverse and far-reaching" by inde- 
pendent economists, have yet to be 
quantified. As a result of the energy 
crisis, production losses will com- 
pound the problems of an inflationary 
situation and create shortages of 
manufactured goods. 

Pakistan consumes the equivalent of 
300,000 barrels of oil in energy daily, a 
third of which is imported, mainly in 
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l ‘not be sc bad. But ower ` 
steady price (unless offset by a rise in ` 


the US dollar against Australian and 
Canadian currencies) means a further 
squeeze on profitability in the coal 
mines, since coking coal is the highest 
value product in most cases. 7 
The Australian coal industry is ex- 
panding export volume steadily, but 
profits are dwindling. Coal exports 
were heading over the 68 million- 
tonne mark in calendar 1984, com- 
pared with 60.5 million tonnes in 1983. 
But most of the growth came from less 
profitable steaming-coal sales, and the 
12% rise in volume is likely to increase 
export earnings by only around 7.5%. 
A survey conducted by the account- 
ants Coopers and 
Lybrand for the 
Australian Coal As- 
sociation found that 
among 39 Austra- 
lian coal firms, pro- 
fits fell 11% in the 
year to June 1984, to 
a combined A$193 
million (US$164 
million) with 17 
companies making 
losses. As a return on 
shareholders funds, 
net profits were 
only 5.8%, compar- 
ed with 16.8% five 
years before. oO 


the form of crude oil. Energy consump- 
tion, according to the Ministry of Fuel 
and Power, is growing at 9.6% a year. 
The sources of energy include natural 
gas, 35.1%; ‘electricity, 18.8%; oil, 
38.8% and coal, 7.3%. 

As new gasfields are being de- 
veloped only slowly, the major one dis- 
covered three decades ago at Sui has 
been improved with compression 
facilities to pump more gas. An esti- 
mated 4.9 gW of electricity are gener- 
ated, and this will go up to 6.4 gW bv 
February 1986, said Finance Minister 
Ghulam Ishaq Khan. 

Mubashir Hasan, a former finance 
minister and a hydraulic engineer him- 
self, told the REviEW, however, that 
even if 12 gW of additional electricity 
were generated at present, it would be 
immediately used. Pakistan should at- 
tempt to generate four to five times the 
present figure to meet the needs of in- 
dustrial expansion, he said. Lahore 
Chamber of Commerce and Industry 
officials say that industrial production 
could be halved in Punjab, following 
three-day-a-week closure of factories, 
as a result of the power shortage. 

Bridge construction on the Indus 
and the building of power stations has 
slashed power generation further by 
500 MW this winter, accentuating the 
crisis. MOHAMMED AFTAB 
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Australia attempts to convince 
coal buyers it can be. 
a more reliable supplier 


hen Australian Prime Minister 
Bob Hawke went to Tokyo in Feb- 
ruary 1984, he drew praise from his 
Japanese counterpart, Yasuhiro 


[ 


Nakasone, as a "real hero" who had- 


brought relative industrial peace to his 
country's often disrupted export in- 
dustries. During most of 1984, ship- 
ments of minerals 


customers went from mine 
to railway to port to sea — 
without the strikes that 
have long been Australia’s 
weak point in guarantee- 


tories and power plants. 
Then in December — 
embarrassingly only a 
month before Nakasone 
was to visit Australia ona 
Pacific tour — the bad old 
days came back to the key 


Wales railway system halt- 
ed deliveries of coal and 
wheat. A queue of coal carriers built up 


outside the entrance of Newcastle Har- - 


bour, until 22 ships were lined up — in- 
curring demurrage charges estimated 
at US$850,000 a day 

As the strike wore on through the 
month, customers began taking 


for 
Japan and other Asian 3 


export port of Newcastle 
A strike in the New South ~ 


ing supply to foreign fac- ~ 


-5 


emergency action. In South Korea, the © 


Korea Electric Power Co. (Kepeo) 
feared a shortage of coal for its new 
1.1-gW thermal plant at Samchungpo 


and made spot orders for alternative 


supply from Canada and South Africa. 
The China Light and Power Co. of 


Hongkong was also said to have di- 


verted one new order away from Aus- 
tralia. 

Hunter Valley collieries, which ships 
through Newcastle, saw an important 
bargaining card slip into the hands of 
Japanese buyers just before negotia- 
tions on new soft coking-coal con- 
tracts. But the most damage was prob- 
ably among South Korean customers, 
with a comparatively short history of 
dealing with Australia 

Steaming-coal producers saw South 
Africa get its first foothold in South 
Korea. Kepco also made its first publie 
tender for supplies, a precedent for à 
system that can only disadvantage 
sellers. "It tends to reduce us all to 
mediocrity in prices," said one mining 
company executive. 

Australia's decision to remove de- 
veloping-country tariff preferences on 
South Korea's US$20 million à year 
steel shipments had already caused re- 


73 


he 








ron pre and 3 million tonnes of el 
takes from Australia, the US$8 
lion cutback is not drastic (and 
ith Korean officials have always 


















nt sources involves a cost penalty to 
nselves). After the December 
rike, some Australian coal industry 
ers fear that penalty may seem 
e like wise insurance to Posco and 
epco managements. 










































res of craft-based unions in the 
ntrys powerful 
de-union system. 
fter 20 days the train drivers re- 
d to work, but their dispute with 


























nd-the-clock effort will take until 
iary to clear the backlog of coal 

















es believe it will take far longer to 
ince customers the Australian in- 
trial leopard has really changed its 
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he Far Eastern Economic Review is 
ow publishing a quarterly index which 
etails by country and date everything 
iat has appeared in the Review. The 
x is available on a quarterly basis. 
bscribe now and each quarterly index 
ill be sent to you automatically as soon 
becomes available. A vital research 
the Review index will: save hours of 
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tted that switching to more dis- | 


hese consequences weighed little 
g the union striking over a move - 
duce train crews — the 4,000- | 
iber Australian Federated Union © 
Jocomotive Enginemen, one of the | 
j ties, which is making inquiries into 


but splintered 


railway is stil simmering. A | 


nents, but most coal industry fig- | 


A little-known Hongkong stock draws the attention of. 
securities authorities after the share price surges 


By Anthony Rowley in Hongkong and Linda Sanders in Wellington 


share price rise from around HK $3 

(38 US cents) at the beginning of 
1984 to HK$57 on the last day of the 
year is phenomenal. even by Hong- 
kong's 
near 20-fold growth was recorded by 
Industrial Equity (Pacific), or IEP, 


controlled by New Zealand financier | 


Ron Brierley. 


Hongkong-listed IEP has caught the 


attention not only of certain appa- 


- rently shrewd investors but also of the 
Office of the Commissioner for Securi- | 


dealings in the stock. 

One of the former Shanghai line of 
shell companies which have provided 
various offshore entrepreneurs with 
Hongkong-based corporate vehicles, 


IEP (formerly Shanghai Dockyards) is | 
expected to come up with proposals 
Shortly to beef up its capital base and 
expand its shareholding. Otherwise it | 
may face questions over its structure | 


and operations. 


The Office of the Commissioner for | 


Securities issued a short statement on 
31 December saying that it was con- 


iinuing to investigate the sharp price 


movement in IEP shares. The office 
began a dealing inquiry into the com- 
pany's shares in November 1984 after 


the price had moved up rapidly from. 


HK$9 to HK$22 for no apparent 
reason. The records apparently show a 
spread of deals, with none of the in- 
volving sources obviously close to the 
company, though IEP has acquired a 


strong following in Australia in recent 


times. 

Around 80% of IEP shares are held 
by two Brierley companies, Sydney- 
based Industrial Equity Ltd (IEL) and 
the ultimate holding company, Brier- 
ley Investments Ltd (BIL) based in 
New Zealand. IEL holds 60?6 and BIL 


2096. An unknown number of the re- | 


maining 20% of the shares are held in 
China, by holders of the old Shanghai 


Dockyards scrip. The extremely nar- | 
row market in the shares is one reason . 
given by Brierley interests for the as- 
| tronomical price rise last year. But it | 


is this very narrowness of the 
shareholding base and the thin 
capitalisation exacerbating it which 
give any deals, however bona fide, an 
“inside” complexion. - 

When IEP held its. annual general 
meeting at Hongkong’s Mandarin 
Hotel on 28 December, an official of 


| the commission attended,according io. 
Malcolm Cooper of Asiaciti Trust Co., 
; ompany secretary 
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volatile standards. But that 
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turned-ent 


Hongkong’s Cental business district. It 
is understood that Ron Brierley, who 
addressed the meeting, gave assur- 
ances that some reconstruction of 
IEP’s capital base was being con- 
templated following the company’s re- 
cent acquisition of a United States 
company, Higbee, among other assets. 
Cooper told the REVIEW that such pro- 
posals should be forthcoming in the 
first two months of 1955. 

The IEP case has a wider signifi- . 
cance than this one company. The issue - 
is whether a company which has a very 
restricted local shareholding, virtually 
no assets in Hongkong and which is 
majority owned by offshore interests 
justifies a listing on the local 
stockmarkets as little more than a tax 
convenience. Once such a listing has 
been granted it is difficult to de-list a 
company on technical grounds pro- 
vided the requisite number of shares 
were made available to local investors 
at the time of original issue. The Secu- 
rities Commission cannot readily in- 
tervene: the matter is largely up to the 


stock re concerned. 


n the case of IEP, hich i is listed n 

the Hongkong Stock Exchange, the 
Securities Commission may be able to ` 
influence the situation if IEP proposes 
increasing its equity base by more than 
10%. That would require stock-ex- 
change approval and, in its advisory 
role, the Office of the Commissioner 
for Securities would expect to see the 
relevant documentation. It could then 
insist at least on the issue ofa mean- 
ingful prospectus. 

Along with Sir James Goldsmith's E 
General Oriental Ltd (recently re- 
named General Oriental Investments 
and re-domiciled in the Cayman Is- 
lands), IEP is one of the tightest-held 
companies in Hongkong. There have 
been other cases of Hongkong shell 
companies being taken over by 
offshore interests and then used as 





ready-listed corporate vehicles for 


offshore investment. Shanghai Land, 
bought by Indonesian entrepreneur 
Liem Sioe Liong and renamed First 
Pacific Holdings, was a case in point — 





| but First. Pacific at least has a broader 


shareholding spread. 

Brierley acquired a controlling stake 
in Shanghai Dockyards in 1976, via 
Wilbur Enterprises (a subsidiary of 
IEL). Ron Brierley, a somewhat flam- 
boyant New . Zealand ..  finaneier- 
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xX tween 1976 and 1984 except make 
- rights issues which tended to consoli- 
- date the position of major shareholders 
_ even further — and the share price ho- 
_vered between HK$1.50 and HK$3. 
Then it began taking off around the 
_ middle of 1984. Brierley told the an- 
- nual meeting last month that this was a 
- matter of IEP being properly valued 
Where it had been undervalued before 
S and, in effect, that it was not his part to 
comment on shareholders' judgment of 
the company's value. Bruce Hancox, a 
4 _ Wellington- -based director of IEP and 
- BIL's chief executive, told the REVIEW 
"that IEP had for a long time been unre- 
- cognised and underpriced. The acute 
- shortage of available scrip was another 
tt factor behind the price rise. 
But he also mentioned the acquisi- 
in September 1984 by IEPL Hold- 
E Inc., a subsidiary of IEP, of Hig- 
— bee, a Cleveland, Ohio department- 
store group for US$69.5 million in cash 
a — financed by borrowing. This group, 
dn which IEL has had a shareholding 
E for some time, has been injected into 
? IEP. It was not reflected in IEP's latest 
"accounts for the year to 30 June 1984. 
' Last year, IEP also acquired a 24.85% 
Bane in Tozer Kemsley and Mil- 
— bourn, a British-based international 
— trader, via another of its subsidiaries, 
IEP (Securities). 
These acquisitions will have greatly 
_ altered IEP's balance-sheet, which as 
Bat 30 June 1984 showed net assets of 
ist HK$38.8 million. IEP listed some 
(K$200 million of Asian, US and Bri- 
securities quoted overseas 
B acto90 million at market value) but 
current liabilities of HK$174 million, 
- mainly in the form of loans and prom- 
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he initial high premium of the 
Bangkok Posťs share flotation 
E took many company executives by sur- 
_ prise. There was no trading in the stock 

on 25 December, the day it was listed. 
On the following day, however, its 
— share price zoomed to a close of Baht 
— 170 (US$6.30) against a Baht 10 par 
value and Baht 100.50 for the first 
— transaction. Then it dropped steadily 
_ to close at Baht 121 on 4 January — a 
level which is likely to be maintained 
in the foreseeable future. 

The Post Publishing Co., which pub- 
lishes the profitable English-language 
daily Bangkok Post and its sister af- 
A ternoon newspaper Bangkok World, 

has had problems shedding its foreign- 
— ownership image despite having be- 
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mer. 


id, became | 
ut h d jl |: 
. company appeared to do very little be- 









issory notes plus amounts due to sub- 
sidiaries. The current share price of 
IEP (HK$52 on 7 January) capitalises 
the company at HK$468 million, 
grossly in excess of disclosed asset 
value, and on the basis of 1984 earn- 
ings of HK$19 million throws up an al- 
most infinite price/earnings ratio. The 
market capitalisation is now also ab- 
surdly out of line with the nominal is- 
sued capital of just HK$9 million (in 9 
million HK$1 units). 


ccording to Hancox, there is consi- 

derable interest at present among 
Australian and New Zealand investors 
in IEP. Some estimates put holdings 
from there and elsewhere outside Hong- 
kong at up to 1 million of IEP's shares 
in addition to the 7.2 million held by 
Brierley companies. Investors are ex- 
pecting IEP to grow to the size of IEL 
and BIL, in half the time. IEL, a broad- 
ly based pastoral, breweries and fi- 


E ow for the good news 


 Thailand's long-established English-language newspaper 
publisher goes public and meets with enthusiastic response 


má Paisal Sricharatchanya in Bangkok 


come a majority Thai-owned concern 
in the late 1970s. While the stockmar- 
ket listing is intended partly to em- 
phasise its Thai-ownership, the timing 
also coincides with a management 
rationalisation to cut costs and im- 
prove efficiency (REVIEW, 6 Sept. 
'84). 

Analysts attributed the initial high 
premium to a common pattern for most 
newly floated issues which normally 
open at an artificially high price before 
settling down to a sustainable level. 
Judging from the marginal turnover — 
only 1,500 shares were traded during 
the six trading days between 26 De- 
cember and 4 January — it was evident 
most shareholders were reluctant to let 
go of their portfolios. 
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millio " (US$473 million) and 
had earnings of A$26.3 million in the 
year to 30 June 1984. Investment group 
BIL is capitalised at NZ$967 million 
(US$456 million) and had earnings last 
year of NZ$46.7 million. 

Brierley is known to be looking for 
expansion outside New Zealand and 
Australia in future — almost certainly 
through the vehicle of IEP. IEP has 
written down its assets in China to a 
nominal HK$1 in a requisition ac- 
count, though Shanghai Dockyards’ 
US assets worth more than HK$2 mil- 
lion were eventually unfrozen after the 
Brierley takeover. The company claims 
it is impossible to determine how many 
shareholders: it has in China now, 
though most dividend cheques sent to 
Chinese shareholders are cashed. 

Brierley himself has suggested to 
shareholders that it might not be possi- 
ble for TEL and BIL to maintain their 
present large shareholding in IEP, and 
that the two companies' boards are 
looking at ways to increase the Hong- 
kong company's capital base. Hancox 
admitted to the REVIEW that IEP is 
grossly undercapitalised and that the 
situation needs to be redressed. But it 
had not:been- decided yet whether to 
expand the capital by a cash issue or by 
other means. Another rights issue pre- 
sumably would result in little or no 
change in the current weightings — 
and would almost certainly not satisfy 
the securities authorities in Hongkong. 
Sources close to the company say it is 
unlikely that IEP will acquire major 
assets in Hongkong. Because it has no 
Hongkong assets at present, TEP pays 
no tax in the territory, only withhold- 
ing tax elsewhere on its dividend in- 
come. 


Scent dies wheat has 





As of last August, the Ital-Thai 
group of construction and property 
development companies was listed as 
the largest shareholder of Post Pub- 
lishing with 14.5%, followed by a char- 
ity foundation affiliated to Chow 
Chowkwanyuen of Thai Oil Refinery 
Co. (6.3%). The Siam Commercial 
Bank and Bangkok Bank each had 
3.75% of the company’s 2 million 
shares. Shortly before the listing, 
another batch of shares representing 
3.75% of the equity and previously 
owned by the company's staff provi- 
dent fund was sold to employees at 
Baht 80 a share. 

The company’s strong profitability 
and high payout ratio in recent years 
make it an attractive investment. In 
1984, per-share net earnings, dividend 
and book value were Baht 38.05, Baht 
38 and Baht 80.39, respectively. At the 
prevailing Baht 121 market price, the 
dividend yield topped 31.4%. One 
major drawback, though, is the likeli- 
hood that few of its shares will come 
onto the market. 
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Ell COMPANY RESULTS 


Atlas lights up 


Atlas Industries of Hong- 
kong increased its half- 
year after-tax profits 
to HK$27.67 million 
(US$3.55 million) for the 
period ended 30 Sept. com- 
pared with the previous in- 
terim’s HK$27.3 million. 
But earnings per share fell 
to 11.7 HK cents from 21.5 
cents on an unadjusted 
basis. 

The 46% increase in 
turnover to HK$242.53 
million was attributed to 
two of the company’s Ma- 
laysian operations which 
came on stream in the last 
month of the period. The 
factories, in Penang, manu- 
facture computer peripher- 
als and plastics products. 

Interim dividend for the 
six months amounted to 4.9 
cents a share. Directors ex- 
pect earnings to “increase 
significantly in the near fu- 
ture.” — ELIZABETH CHENG 


Great Eagle's loss 


Great Eagle, ? 
property developer, 
trimmed its net loss after 


HK$9.3 million (US$1.2 
million) for the year ended 
30 Sept. from its previous 
loss of HK$540.16 million. 
The extraordinary gain of 





mI 
Great Eagle Centre. 


HK$8.1 million came from 
a property concern control- 
led by Great Eagle's major- 
ity shareholder, the Lo 
family. 

The operational loss was 
attributed to high interest 
rates and a sluggish prop- 
erty market in 1984. No di- 
vidend has been recom- 
— ELIZABETH CHENG 


Dominion's beer lift 
one 


mended. 


Dominion Breweries, 
of New Zealand's two 
major beer producers, 
boosted after-tax earnings 
by 23% to NZ$5 million 
(US$2.36 million) for the 
six months to 30 Sept. 
Turnover was 8% lower at 


JAI UARY 1985 


Hongkong | 
has | 

| tle impact on profitability. 
an extraordinary gain to 
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NZ$160.3 million, owing to 


| the sale of some non-liquor 


| 











business 

The company is forecast 
to continue iis current 
profit trend, earning 
around NZ$14 million for 
the full year. — LINDA SANDERS 


Amatil fattens up 


The diversified Australian 
food group  Amatil re- 
corded a 28% leap in net 
profit to A$47.6 million 
(US$39.5 million) in its 
year to 31 Oct., with à suc- 
cessful shift into chicken- 
raising and steady per- 
formance by its tobacco, 
beverage and snack-foods 
division. 

Following a shift in con- 
sumer preference away 
from red meat to white 
meat, Amatil sold off its 
abattoirs in April but still 
carried a higher loss from 
this division for the year as 
a whole. The 
the packaging subsidiary, 
Fibre Containers, was 
largely responsible for a 
4.9% drop in turnover to 
A$1.54 billion, but had lit- 


— HAMISH McDONALD 
Toshiba sees gains 


Japanese electronics group 
Toshiba Corp. has forecast 
group net income in its cur- 
rent year to 31 March will 
reach a record ¥89 billion 
(US$350.4 million), up 51% 
from last year's. result. 
Group sales are forecast to 
rise 22% to ¥3.3 trillion, 
with ¥1.19 trillion of this 
coming from the electro- 
nics division. 

The heavy-duty electric 
division is expected to 
write ¥926 billion in sales, 
up 28% from financial year 
1984, — A CORRESPONDENT 


Malayawata loses 

Malayawata Steel of Ma- 
laysia has reported a pre- 
tax loss of M$12.8 million 
(US$5.2 million) in the 
half-year ended September 
1984, compared with a loss 
of M$7.53 million during 
the previous year's first 
half. Production volume 
rose 92% in the first half, 
whileinterest charges more 
than doubled to M$15.5 
million. The company said 
demand for steel bars re- 
mained sluggish during the 
period and it did not expect 
much change in coming 
months. | —ACORRESPONDENT 
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5 also perdo: sentiment. "Utility counters 
ot favourite. | 


Markets opened the year on 2 Jan. 
burst of optimism fuelled chiefly by 
; of another oil show in the Timor Sea. 
is proved tentative, the Broken Hill 
etary-led consortium involved lost its 
ie next day at the start of another bearish 
| Australian exchanges, Uncertainty in 
reet over United States interest rates and 
gold prices were major downward influ- 
ile takeover play continued to lift a 
r of industrial stocks. The All-Industrial 
slid down comparatively reluctantly by 3.9 
to end the period at 1,077.8. Over the 
d the Australian All- Ordinaries Index shed 
ints to close at 715.3. 








i ND: Although it began the new 
| a buoyant note, the market quickly lost 

im as investors reassessed the abolition 
ge-control regulations and the govern- 
ection of the bid for Alex Harvey In- 
S by ACI Australia. Trading was at a very 
bb and might continue until 21 January 
much of the business community returns 
the Christmas holiday. 








AF DRE: with year-end window dressing 
them, institutional investors withdrew 
ort from the market in the holiday- 
d first week of 1985. Fraser's Industrial 
lropped by 145.54 points on thin volume, 
| the period at 4,314.58. Selling pressure 


ons were liquidated, The widely watched 
Times Index punched through the 
hologically significant 800-point threshold 
d seemed headed for its previously established 
upport level of 780. Daily turnover averaged 7.5 
ion shares (7 3 million previous): 


ALA LUMPUR: Listless trading continued 


the period as anticipated window- dressing at 

-end failed to materialise. Foreign in- 
rried that the Malaysian dollar might 
D further againsta strong US dollar, also stayed 
ay. Share volume was low — 23.7 million val- 
1 at M$50 million (US$20.32 million) — giving 
.average daily turnover of just 4.7 million 
its, a million less than the previous period. 
le analysts expect the usual revival just prior 
'"hinese New Year, they cautioned against 
for a sustained revival after January as 
nvestors are waiting for a chance to sell on 
h. All sectors remained sluggish, includ- 






















Im punters also resumed, as settlement market - 





3 44ifly-have shown good profitability. Shares at- 


wr 2 4 TOKYO: A slight rise in the N «kel Dow: Jones 
|| Average marked the beginning of the Tokyo 











































million shares on that day, 


and an increase in the forward-cover rate to Baht. |. 


holiday-shortened period. 





ing plantations and finance listings which gener- I. 






tracting most interest continued to be situational 1 
issues. | 





















AUSTRALIA 


Stock Exchange's new year on 4 Jan. The New Aust. All-Ordinaries Index 


Year rise is customary as dealers dislike opening |. 
the first day with a fall. Cautiousness on the part. |. 
of investors the next day sent the average slightly. 
down to 11,545 points. Turnover slumped to 2801 
re but this rose.to ]. 
320 million on 7 Jan. Observers attributed the 
fall in expensive high-technology Kyocera and 
Fujitsu shares on 7 Jan. to foreign selling in. the | 
wake of declining semiconductor prices. Anti- |. 








Ampoi Exploration 45 

cancer-related pharmaceuticals made strong |: AmpoiPetroium id POE 
| | | ANZ Bank 4.99 -$1 ec 

gains. oo. Australian Cons. ind. 1.85 -10 71 
d Australian Guarantee. 2.08 — 4.1 

SEOUL: Confidence soared during the holi day- pecie E ap. ow 
shortened period (three days) The index rose |- souganvite 1.52 -79 4s 
3.05 points to 145.51, and average daily trading | 25" 1- m ee 
increased to 23.9 million shares. Analysts attri- |. aumspnip 373 -21 40 
. 1. Carton United Brewery 3.15 — $2 

buted the flush of New Year buying to specula ien Aa oY CE. 
tion over the content of President Chun Doo | comaco 2.02 -19 25 
Hwan's forthcoming 1985 economic policy states | 98^ ei "no 
Duniop Australia 1.89 £18 *5 

ment, which is expected to contain announté- | s&wsx- . . 808 — — 85 
menis on successful resource-exploration ace nini FOR ed M e 
LI m 44 +. 5 

tivities overseas. Investors now enjoy a periodof | rh me diu i -25 a 
increasing liquidity as the elections draw near, | tevdieasecom. +04 — 43 
and purchased a broad base of stocks, led by RON dS a. 
machinery, up 24.38 points, and fabricated North Broken Hil -50 32 
metals, up 21.07 points. p T OG ee 
BANGKOK: SN I E an 
i " Smith 337 +12 5.8 

A WINN. The market closed the period on a | dia. Gar iE. OH 
higher note. The Book Club Index gained 0.08 bf | westemmining 26: -94 08 
a point to close at 128.05. However, declining d XM NEP. 
stocks outnumbered advancing ones by 19 to 17, 257 -04 58 


Nronteers 
with 59 issues remaining unchanged. The mar- wm wen 
ket's lethargy was attributed to tight liquidity 










0.15 a month. A big transaction at the Bangkok. 
Bank helped jack up the total volume to somet 
Baht 433 million (US$15.9 million), despite thi : 
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| MANILA: Despite a somewhat improved in- | 7Jan. 1,281.8 
| terest-rate environment, turnover shrank to just^|- Changa on week TEM 
63.1 million shares worth P2.82 million |. 7dan. "change ™% 
(US$141,150), one of the smallest in quite a long | p PUR Du oe ee 
time. In one particular day, only P88,475 worth | Atasire. 275 — -87 31 
of shares changed hands in Makati, a 12-yearlow |^ humor M. R^ ua 
in value; and in Manila, only 150,600. All sectors - I: ChinaLight 1430 +82 — 34 
yielded considerable ground, with the mining |- fmo te — s A 
index off 10.22 points at 717.72, commercial-in- | F.E Consonium 0.35 Ma — 
E i off 3.24 at 103.07, and oils off 0.036 at 2 (Pici | 28. — 9? 228 
042 — -— 


| 838.01 in the previous period. The average daily 









TAIPEI: with only three days of trading in the 
period, market activity was thin. The weighted 
price index closed at 832.22 points, down from 









turnover was a very low NT$360 million (US$9 
Vd as most plain con nura to await 
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ANNALS OF CHINA’ S ENTERPRISE RE- 
GISTER draws its information from the data 
file provided by the STATE ADMINISTRA- 
TION OF INDUSTRY AND COMMERCE. 


Based on the information of enterprise. regis- 


trations under the economic laws, this Register 
is an authoritative and-comprehensive work of 
reference designed to disseminate information 
for all licit corporations. It is completely de- 


-— o — À— 


pendable, and well documerted, presenting re- 


liable information and data for China's socialist 


economic constructionIt further serves as a 
valuable reference source | E those involved in 
the study of Chinese e 

It contains informatión on 600 Chinese na- 
tional corporations and-foreign trading com- 
panies, and their branch offices. The majority 
of the enterprises are new economic structures 
which have integrated supply, manpower, pro- 
duction, sales, monetary and material re- 
sources together to develop trade opportunities 
and economic prowess. These corporations 
and companies form the core of the national 
enterprises and are instrumental in the import- 
ing of foreign technology and equipment, and 
in the development of foreign economic rela- 
tions and trade. ET 


This Register published bilingually in English and Chinese provides a company profile, 
copies of business licence and certificate, scope of trade and registered capital of the individual 
corporation. Through the company profile, the actual business activities are described, 
supplemented with names and titles of key. executives and pictures of mapo ducts and com- 


modities. 
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Simply complete the coupon below today and send together with your payment i in the amount 
of US$80 (or equivalent in your local currency) per copy to the indicated address. 


-~-------~---------------------_- 5€ 


Send to: Name 


Address 


0117CE 


Company 
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Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send copy(s) of The Annals of China's Enterprise Register for which I enclose US$80 per copy. For 
surface mail delivery add US$12 and for airmail delivery add US$25 per copy. 
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_ paid for Britain's costly tea 


md hundred and fifty years ago, 
on 24 December 1834, to be exact, 
discovery of the tea plant in India was 
officially announced. Only a year 
earlier the British Parliament had 
abolished the East India Company's 
monopoly to import tea from China 
into Britain, and the search for an al- 
ternative source of the drink the Bri- 
tish were fast taking a fancy to was 
concentrated on Assam, adjoining 
the Chinese border. 

Geographical closeness would 
seem to provide a scientific explana- 
tion for tea growing within and 
across the mutual boundaries of 
India, Burma and China. But little 
was known about tea growing or 
drinking in India. The plant grew 
wild and the habit of drinking it did 


not spread over a larger area beyond 


the tribal tracts where it was found. 
Some of the tribes in fact ate the leaf 
as a source of protein. 

Thus, tea made its appearance in 
Europe in the early 17th cen- 
tury with a sharply defined 
Chinese profile: India’s main 
association with tea in the 
public mind was in the name 
of the British importers — the 
East India Company. The tea, 
in fact, came from China 
along with silks, porcelain 
and other items. But there was 
another link. It was India’s 
cotton and opium exports that 


trade. The Indian connection 
thus helped spur the growth of 
tea drinking, creating a large 
market in Britain. When 
China could no longer meet 
the demand, India’s tea trade 
began to flourish. 

The 1834 Christmas Eve 
news of the tea plant's dis- 
covery in Assam was appro- 
priate to the season in more 
ways than one. The Times of 
London had reported just a 
week earlier on the unsettling effects 
of the end of the East India Com- 
pany's monopoly. “There prevailed a 
scarcity of teas," except in Glasgow, 
“and the stocks of the dealers had be- 
come extremely low.” One of the 
main reasons for the British Parlia- 
ment’s abolition of the monopoly was 
the high price of tea, which even at 
that stage showed no signs of relief 
with a limited quantity of Chinese tea 
still in the pipeline and “free-trade” 
teas on the high seas. 

Earlier that year, Lord William 
Bentinck, then governor-general 
under East India Company rule, had 
appointed a committee to examine 
the possibilities of commercial tea 
growing in India. Reports of the wild 
plant had been coming from intrepid 


travellers and soldiers of fortune who 
made their way to the inner parts of 
the country. The reports, however, 
had not been verified. The panel, con- 
sisting of company officials, Calcutta 
merchants, two prominent Indians 
and Nathaniel Wallick, superinten- 
dent of the Calcutta Botanical Gar- 
dens, completed its work with asense 
of urgency and reported, 11 months 
later: “The tea shrub is beyond all 
doubt indigenous to Upper Assam... 
This discovery is by far the most im- 
portant and valuable that has ever 
been made on matters connected with 
the agricultural or commercial re- 
sources of this empire.” 

Successive samples from the north- 
east added to the evidence, which 
botanists in Calcutta finally ac- 
cepted. Among the pioneers who con- 
tributed tothe long process of discov- 
ery.were the Bruce brothers, Capt. 
Andrew Charlton and Maj. Francis 
Jenkins, and at least one Indian. 


ARA ju 
' Wer. Hy ` 


19th century tea party in India: links with history. 





Dewan Maniram Dutta Barua, who 
was minister to the last Raja of 
Assam, was reported to have said, on 
being shown a specimen by British 
officials then gaining ascendancy, 
that the plant “grows wild in our 
jungles.” He subsequently brought 
Maj. Robert Bruce in touch with the 
Singpho tribe which had apparently 
been cultivating and exporting tea to 
the Chinese. 


f Wallick now regarded the indi- 

genous plant with favour, he had to 
contend with other experts who still 
preferred import of the China seed. 
Some 80,000 seeds reached Calcutta, 
a month after news of the Assam 
plant’s discovery was received, and 
distributed in several parts of the 





country. These 
succeeded only 
in the Kangra 
Valley where many small estates pro- 
duce green tea even today. As a rule, 
private planters, possibly because 
they did not share the East India 
Company's China “obsession,” turn- 
ed to the indigenous seed to make 
Indian tea in its own right and not 
Chinese tea in India. 

The plantation structure under 
which tea production was organised 
from the beginning brought to the in- 
dustry the advantage of economies of 
scale, Until then the small garden, as 
in China and Japan, had been the 
traditional pattern of cultivation, 
with the leaf often sold to a distant 
factory for manufacture by hand, 
Large estates generally functioning 
as units of larger corporate enter- 
prises gained access to capital which 
was necessary in a slow-gestation in- 
dustry subject to the uncertainties of 

weather and pests. They also 
2 achieved greater economies by 

using machines to pack and 
g despatch chests of finished tea. 
$ India's first crop of 1839 
5 sold in Britain had fetched a 
g price of eight shillings a 
pound. By 1903 the price had 
dropped to around eight 
5 pence. In 1904 Britain con- 

sumed 150 million lb of tea 

from India and a mere 15 mil- 
= lion lb from China. India's 
3 Ë share of the British — and 
* world — market has declined 

in recent years to an average 
of 25% as new producing 
countries have taken advan- 
tage of the same factors which 
helped India. 

A tax rate of 8.5% of profits, 
which Indian tea companies 
enjoyed until well into this 
century, has given way to cen- 
tral and state taxes as high as 
68% which leave little surplus 

for development in most years. At the 
same time, costs of wages and welfare 
legislation have spiralled. Finally, 
while many of the new producing 
countries have no large home mar- 
kets and can make single-minded ex- 
port bids, India has passed from mar- 
ginal status to top rank as the world's 
biggest consuming nation, That mar- 
ket is still growing, putting pressure 
on prices as well as India’s exports. 

India and China together still ac- 
count for some 51% of the world's 
production. The historical connec- 
tion between the two aristocracies of 
tea once again highlights the theme of 
competition as well as cooperation to 
improve production methods at home 
and obtain better prices abroad. 

— BIDYUT SARKAR 


B IWAN 
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Pakistan's pawn 





Husain Haqgani [13 Dec. '84] quotes 
observers as saying that as a result of 
the recent referendum Pakistani Presi- 
dent Zia-ul Haq will have to reduce his 
“dependence on the military and the 
bureaucracy and consolidate his civi- 
lian constituency.” The fact of the mat- 
ter is that Zia is merely a pawn in the 
chess game in which Pakistan’s mili- 
tary establishment, vested interests 
and religious obscurantists are the 
major players. As soon as he stops 
playing the pawn, he will bethrown out. 

In the near future the Pakistani peo- 
ple will be kept busy by a manipulated 
combination. of sectarian and factional 
clashes withi 
of “the Russians are coming" (across 
the border) The proposed military- 
dominated National Security Council 
will ensure that the democratic aspira- 
tions of the people and plans for 
egalitarian economic development are 
put on the back burner, only to 
strengthen the oppressive forces of 
military oligarchy and religious fun- 
damentalists, in the name of "Islami- 
sation." 

Brossard, . 
Quebec 








"d Wan ci S. HUSSAIN 


Cartoon c capers 


I thought. you. might be interested in 
how the Vietnamese Communist Party 
daily Nhan Dan used a Morgan car- 
toon. s iai. in Nhan Dan's 5 De- 


"HERE'S TO SPIRITUAL POLLUTION? 


cember issue it was accompanied by 
a caption which reads: “The Deng 
Xiaoping clique’s ‘open door’ policy 
towards the West” — which rather 
misses what I remember as the point of 
ds original cartoon [REVIEW, 7 June 
84]. At least the REVIEW (Tap chi kinh 
té Vién Dóng) is credited, 


London — 


BRUCE SEAFORD 











formed government authori 
and his 8 old mother 
leave the village in northern” 
where they were under house : 
and go to their temple in Ho Chi! 
City. He said that they wished to le 
by 7 December 1984, because | 
mother's health was too poor to end 
another winter in the north . 
could not take care of her by hi 
under the present circumstances. 
Copies of this. aoe were sen 















































































know yet, however, if Thich 
and his mother have been a 
leave for their temple in Ho Ch 
City or if they have been arreste 
some other way prevented from 1 
ing. 
As you may know, Thich Quang 
was secretary-general of the Uh 
Buddhist Church (UBC) of Vie 
(An Quang pagoda) at the time 
arrested along with Thich F 
Quang, UBC president. on 25 d 
1982. Buddhist monks and nun 
Chi Minh City were summor d. 
meeting by the local People's Com 
tee and informed that the two mi 
were forced to leave the city in« 
ance with Resolution 71 QD: 
which referred to "those who. 
cause danger to order and securit 
important political, economic 
strategic areas." | 
The "danger" posed by these 
monks apparently resulted from t 
protests at the government's effor 
dissolve the UBC and ; 
corporate it into a new 
created, governm 
sponsored Vietnam E 
 dhist Church. Th 
ter of this new org 
tion, according t 
Vietnam News. 
stated that the * 
Buddhist Church x 
be “the only Budd 
organisation repres 
ing Vietnamese Budd 
ism in all relations int 
country and with othe 
countries.” | 
Thich Huyen Quang was exiled to a: 
village in central Vietnam. Thie 
Quang Do was sent to Vu Doai ham! 
Vu Thu district, Thai Binh province i 
northern Vietnam. His mother was ar 
rested in Ho Chi Minh City a few weeks. 
later and sent to join him. 
‘Both monks had been arrested oi 
M dena occasions. CM were P arreste 

























1an-rights organisation, as 
s. of conscience,’ 











rthern Ireland. 











—INRO- 


INTERNATIONAL NATURAL RUBBER 

IZATION (INRO! which is an inter- 

Yental commodity organization 

ed under the international Natural - 

r Agreement, 1979, headquartered in Kuala 
Malaysia invites applications for the 

ig post: | 


SENIOR RUBBER INDUSTRY 
DEVELOPMENT OFFICER/P4 


“in accordance with UN salary scale 

yet from US$27,611 to US$35,084 p.a.) 
tiduct technical and economic analyses and 

are reports in accordance with the 

ions of the International Natural Rubber 

greement and the decisions of the International 

Rubber Council. 


orepare and carry out technical ad economic 
lyses on— 
programmes and projects to increase and 
stimulate production and improve 
‘productivity, to improve quality, quality 
control, uniformity and presentation of 
tural rubber; 
/ methods of improving the processing, 
|» marketing and distribution of raw natural 
 fubber. 
research and development programmes and 
projects including scientific research in 
. Specific areas. 
To prepare financial assessments for the 


impiementation of programmes and projects and 
Prepare applications for financing them, 




















CRR of agro dnd: socio-economic 
roblems related to deed itural primary 
modities. 


i knowledge and wide experience for 

veral years with the Natural Rubber Industry, 

' particular with the technical, economic as well 
gro- and socioeconomic problems with 
respect: to increased production and improved 
productivity, quality and marketing of natural 
Fubber. 

Some experience in assessing financial 
implications of development projects. 

Contacts and experience in dealing with 
governmental and intergovernmental offices and 
w agencies and with representatives of the natural 
— rubber production and trade would be an 

s advantage. | 


uency in Engl fish. how ledge of other official: 
languages of INRO eni chinese, Russian will 













Applications in English w i 
must be received not jeter t 
1985 by. 


Executive Director, INRO, —— 
P.O. Box 10374 
Kuala Lumpur 01-02. 
Malaysia. | 


: à 7 
tent, her. were adopted pum dn: 
"International, the international 
“pri- 
$ and Thich 
iang Do and Thich Huyen Quang 
re nominated for the Nobel Peace 
ize by thetwo diano winners from 





| IPPOINTME NTS 


: Office, House 35, Road | 
| (New), Dhanmondi R/A, Dhaka 9, 








The letter cm nted 85 different i in- 
cidents of religious repression that had 
occurred in various parts of southern 
Vietnam since 1975; these included: 

» Destruction and confiscation of 
Buddhist institutions. 

» Desecration of Buddhist temples 
and statues. 































Association for Voluntary Sterili- 
zation, Inc., New York, seeks an 


ASSISTANT DIRECTOR for its 
Asia Office, Dhaka, Bangladesh. 


QUALIFICATION: 

Graduate degree (Ph.D. /Mas- 
ter's) in Public Health, Public Ad- 
ministration, Social Sciences or 
related disciplines. Five years 
working experience specifically 
with international f. p. programs 
in Asia. Fluency in English with 
strong writing, interpersonal and 
intercultural skills required. Spe- 
cialized training/skills in social 
science research, training/man- 
power/organizational develop- 
ment and management of private 
voluntary organization needed. 


RESPONSIBILITIES: 

i) Primarily responsible to deve- 
lop and manage AVS's grants. 
and technical assistance E 
gram in assigned countries i 
Asia. 


ii) To develop and direct a re- 
gional program in his/her techni- 
cal area (i.e., programmatic re- - 
search and evaluation, training or 
organizational development). 


iii) General office management 
responsibilities. i 


Attractive salaries and fringe. 
benefits package. Send detailed - 
resume to the Director, AVS Asia 

12/A. 


| Bangladesh, by 15 idu 85. . 
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(US$33.8 billic ) 





$ also be aware of the con- 
troversy surrounding the death in 1984... 


of iem UH Sd Thich Tri Thu. Un- K 








tothe Viet ir Paris, py died on 2 April 
pole day he was summoned 






| other Pe Buddhist leaders in 
T Minh City were arrested. 

"These monks and nuns also have | 
been adopted by Amnesty Interna- 
tional as “prisoners of conscience.” At © 
the time of their arrest, 22 March 1984, 
| ich Tri Thu, was sum- . 
moned to police headquarters and or- - 
dered to sign a confession for having © 
protected subversive acts of “reaction- | 
ary” monks and nuns. He refused to 
do so, and was allowed to return to Gia 
Lam temple, where he was put under 
surveillance. On 2 April, he was again 
summoned and interrogated. On ‘his 
return to Gia Lam temple at 8 p.m., "he - 
was unable to talk, his face was red. 
purple. He died at 9:30 p.m.,” said the - 
Vietnamese Buddhist peace delega- 
tion. The Vietnamese. Governm 
however, denies this. 











much attention. from thé world during 
its struggles with United States-sup- - 
ported regimes in South Vietnam: It. 
has continued its struggle for peace 
and human rights and to maintain the 





Buddhist religion in Vietnam since 


1975. However, its difficulties with . 
the present Vietnamese regime i 
his respect have received little at 
tion from the international. news L5 
media. he 
Your report on the situation | 
Catholics and Cao Dai in Vietnam [1 _ 
Nov..'84] was very informative: I hope. 
you will continue to investigate the 
situation of the Buddhists in Vietnam 
It certainly is a very dramatic strugi e 
and worthy of your attention. 
PHI) Caria. STEPHEN DENNEY 














Over-valued 


In your Within limited means [6 Dec. 
'84], dealing with the revision of Pakis- 
tan’s. sixth five-year plan, you. state 


that the size of tt e plan i is US$490 bil- 


lion. Actually, it is Rs 490. Ed 
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pei eed: it, pty at one of i A : "ajo 
) e Salman mosque at the Bandung In- 
ite. of Technology. He also traces the history 

| y Masini E between 1 islam and the 
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in Singapore, there is a. rare 






Fresh trouble. bi Fr 


while in the Philippines anti-gov- 


a pe uproar rat home. ae. ernment ¢ groupings still bicker. 


1 Page 10 | Pages 3 35 
| The Vietnamese victory at ‘Ampil 
i forces the Khmer resistance Mind 


to guerilla warfare. 





is unlikely to fly anywhere else. 
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A harder line from Vietnam isa 
blow to better eno eee 
Feanons. 


Page 62 : | 

The level of external debt looks like 
becoming a major political issue 
in South Korea. 


The. latest setback to. .Seoul- 
| Pyongyang rapprochement. need 
not be fatal. 
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ilitary intelligence rer 












bommittee has been 





ency, the chief ét" Pod 





suspicion of having had 
or knowledge of the. mur- 





i nited States State Depart- 
nt sources in Washington 
jld the Review that four in- 
gence bureau officials 


the killing, which 
ight to have been eared 
by- the Taiwan-based 
amboo Gang, the head of 
hich has allegedly confess- 
d to the crime on a cassette 
ap said to be in the posses- 
on of a Hongkong news- 
per. He apparently main- 
ed he was used by the 
regime in 
— ROBERT MANNING 


| lian party chief 
mes president 
Only four months after taking 
V "leadership of the Mongo- 
n People's Revolutionary 
rty as general secretary on 
moval of Yumjaagiyn 
bal (Review, 6 Sept. 
ambyn Batmonh has 
- another of Tseden- 
former titles — that of 
an of the presidium of 
ie People's Great Hural (na- 
nal assembly), or the coun- 
‘y's president. And Duma- 
agiyn Sodnom, one of five vice- 
premiers and chairman of the 
state Planning Commission, 
ias been elected premier. 









o Australia and New Zea- 


ime Minister 





a van has erede. several | 


Set up. 
under the Defence Ministiy t Ts 
| : | Moresby, 
] Papua 
en. Wang Hsi-ling, has. beet |. 
ended. The day before the. | 
ipension, a deputy: depart-: 
nt:head of Wang's bureau, 
on -Hu-men, was arrested | 


re believed to be implicated. 


ng talks with Fijian : 
Ratu Sir 


_| announced 








i EE 
oi help - for a new 
n. .nursing school set up with 
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grant. 




































"and Papua New Guinea dur- | 
ing his 14-15 January visit to 
the two countries at the out- 
set of a four-nation Pacific | 
tour that later took him on 


"historic arms deal" 
vide China with naval wea- | 
pons; : 
; marine warfare equipment, as. 





misese Mara, 
a  F$750,000 
(US$645,000) grant for a new 


fisheries terminal at Lautoka, 
“a US$500,000 contribution to 
-a human resources program- 


me at the University of the 
south Pacific, and further 
regional 
F$8 million Japanese 
In an overnight call at Port 
Nakasone told 
New Guinea Prime 


Minister Michael Somare that 


Japan would provide a Kina 


.28 million (US$29.8 million) 


loan for a new highway link- 


ing the capital with Lae. 


— HAMISH McDONALD 


Seoul police put pressure 
‘on opposition leader | 


South Korean opposition | 
leader Kim Young Sam is 
coming under growing official 
pressure, with the government 


determined to prevent him 


from trying to influence the 
course of mid-February gen- 
eral elections. More than 150 
policemen sealed off his Seoul 
home on 8 January to stop him 
from receiving supporters, 
and on subsequent occasions 
barred him from leaving home 


| to address meetings. On 14 


January, he was prevented by 
police from boarding a domes- 
tic flight to the southern city 
of Masan to visit his father. 
His supporters predict that 
the next move against Kim 
will be to place him under 
formal house arrest. | 

-~ SHIM JAE HOON 


United States—China 
arms accord close 

The 12-19 January visit to 
China by Gen. John Vessey Jr, 


chairman of the United States 


Joint Chiefs of Staff, appears 
to have taken a long step to- 
wards concluding the first 
arms-sales agreement with 


China since the 1949 revolu- | 


tion — one which includes 
support for modernising the 
Chinese navy. Both Chinese 
and US officials in Peking de- 


^i nied reports that the visit had 
produced even a 
“nary” arms accord. But De- 


fence Department officials in 


‘Washington confirmed that 


the two sides were close to 
reaching what they termed an 
to: pro- 


anti-sub- 





£f including 


re vum US. air-defence: and 


Nakasone 


“prelimi- | 






| HEURES exchange 






pore 


operating control of its newest - 


member firm, 


lion) paid-up capital. tts càple | 


tal structure has been in disar- 


j: 
i 
ray since the forced resigha® p 
tion of its founder in August '] 
| 
i 
| 
| 
| 
1 
| 
| 


after alleged 


of a quoted property conrpe 





tor. 


in the credit position of the. 
heavily indebted securit 
d 





ustry, 


faulted on any of its nearly’ 
.S$50 million of bank lines. 
The brokerage, heavily pa- 





vestors, reportedly irked-offi-. 


[ by institutional in-? 
| cials when it under wrote an 


share issue, 
— ae KAYE 


Refiners' profits do 
in South Korea 


South Korea’s oi refiners 
found 1984 a tough year, buf- 
feted as they were by rising in- 
ternational interest rates and 


ill-starred new 
early in 1984. 


emet 


foreign-exchange losses. Ac 
cording to the Korea Petro- 


| leum Association (KPA), pre- 
| tax profits of the country’s: 
| five refiners are projected to 
ion from Won 48.1 billion 
|(US$58 million) in 1983 to 
| 
| 


Won 36.4 billion for 1984. The | 


| government recently agreed to 
| cut the surcharge refiners 
must pay on apo oil from: 
US$1.50 a barrel to US$1:25; 
but the KPA says this alone 
may not be enough to forestall 
an i 
| prices — already among the 
world’s highest. | —PAULENSOR 


Petronas counts cost 
| of production cuts 


Malaysia's national oil corpo- 


—— 





ration, Petronas, estimates it: 


M$900 million 
(US$362.9 million) in revenue 


I 

| 

| 

| 

| lose 

| in 1985 from a government de- 
| 

| 


will 


| eision to eut back oil produc- 

tion this year by 40,000 barrels 
| per day (bpd) from a planned 
| 450,000 bpd. Petronas chair- 
man Tan Sri Mohar Badioza- 
man disclosed this figure on 10 
January at the corporation's 













trading tire 
regularities involving shares: 


Allaying fears of weakness J 


an Alfa director d . 
nied that the firm had:dé- Fe 


increase in domestic oil 


first board es ca the, A 


takes over member firm .;;- 
The Stock Exchange of Singa+3- 
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angi? that Chuang s had sold shares 
of which he was'also a dirgec 4 im former subsidary Lambda 




















group last year). The linka 
| with the Japanese trust bank 
;is part of a plan to reshape 
.Elders-Pica's business away 













bee of M$33.3 ih end 16 Bow 
plagued by a M$2.25 billion 
‘bad-loan scandal arisingftom 


(SES) has taken over: {loans during 1978-83. to’ the 
|, bankrupt 
Alfa Pagie nk Carrian group. 
pending a rights i issue to treble, |: | 
its S$5 million (US$2.28 mil- |.* 

| 'sale of offshoot 


Hongkong-based 
| C MFRCU ! 





"Hongkong's Securities. sein. 
mission is investigating” as- 
“pects of dealings of Chuahg’s 
(Holdings). Earlier it had'Been 
reyealed (Review, 20 Dec.784) 


Technology contrary to ari in- 
tent statement in Chuang's 
.1983 public-offer. document, 


j “and had acquired from. un- 


| know n parties all the shares of 
a former associate at a ‘price 


‘which required an immediate 


lud book loss: — PHILIP BOWRING 
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"nde discussion 
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[$e wenn 


; Yasuda Trust and Banking Co. 
a of. J apan is discussing i inval yë- 


ment in management of Asian 
investment funds vand 
operative; finan ae. ur 





Or ha ipe 
s Eld sIXL 
age 


over by Australi 


Írom its previous concentra- 
tion on start-up finance for in- 
novative Southeast Asian pro- 
jects, and move into equity 
portfolios for outside invest- 

ors (REVIEW, 27 Dec. 310 E ED 





Thailand has gaceptédi in prin- 
ciple an offer by Iran to barter 
its crude oil for 800,000 tonnes 
of Thai rice. Governmerit 
agencies responsible far 
petroleum and farm crops 
have been assigned to coordi- 
nate with private rice exporf- 
ers to finalise the deal. The 
government’ s approval, how- 
ever; is no guarantee that the 
proposed barter will matę- 
rialise: | 

Analysts point to. many 
complications, ranging from 
pricing to product grades. 1 
recent, years, Thailand has 
been the world' S. largest. ride 
exporter. Exports topped 4j 
million: tonnes. las yea 































os that continued 
and political 
dministration 
on full compliance 
ational Monetary 
loan agreement 
DUET 1984, and 
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K kiss opposition 
at candidate. Kim Dae 


| .. Afghanistan accused Iranian troops of 
| - Bttacking a border post in western Herat 
^ province, killing and wounding a number 


T Afghan soldiers, Radio Kabul reported 
10 Jan.) Rebels overran nine military 
2e in heavy fighting with Soviet and 
' Afghan forces in an eastern province, a 
^ diplomatic report from New Delhi said (15 
x Han). 


. Rack star Peter Garrett failed in his at- 
| tempt to represent the Nuclear Disarma- 

it Party in parliament, final general 
ection results showed (9 Jan.).. 















Nearly -100 people were injured in 
"'elashes between rival factions of the 
Ba gladesh Nationalist Party, it was re- 
ul Jan.). 






| - Hun Sen was appointed premier of the 

| People’ s Republic of Kampuchea (14 
» Jan.). Vietnamese mortars shelled a Cam- 
|^ bodian guerilla base opposite the Thai vil- 
f. lage of Sanior Cha-Ngan, officials of the 
| Khmer People's National Liberation 
Front said (15 Jan.). 


"China rejected Vietnam's offer of a 
Lunar New Year truce (9 Jan.). The chair- 
man of the United States Joint Chiefs of 
. Staff, Gen. John Vessey, arrived on an of- 









Hans. van den Broek arrived on an offi- 
|J 


ficial visit (12 Jan.). Dutch Foreign Minis- - 


- 
3 
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|American congressmen and - 
newsmen as possible with him. 
when hereturns to Seoul from the 
United States, where he has been 
living i in. self-imposed exile. One 
key figure he hopes to have with 
him on his flight home, 
tentatively planned for the end of 
January, is Sen. Edward 
Kennedy, who has frequently 
spoken out in support of human 
rights in South Korea. The South 
Korean Government says it will 
|re-imprison Kim on his return. 


PRIVATE ENTERPRISE 

One of Philippine First Lady 
Imelda Marcos’ closest aides, 
Deputy Human Settlements 
Minister Conrado Benitez, has 
resigned in the face of allegations 
that he misused ministerial funds 
for the construction of his and 
other private homes. As the | 
second-highest official in Mrs 
Marcos' controversial ministry, 
Benitez has also been under fire 
in the national assembly for the 


Convicted financier Amos Dawe ar- 
rived and began serving a jail sentence (13 
Jan.) 


INDIA 

The Coast Guard seized a Sri Lankan 
patrol boat when it intruded into Indian 
waters, the Press Trust of India reported 
(11 Jan.) 


INDONESIA | 

Two men arrested in connection with a 
series of bombing incidents in Jakarta's 
Chinatown were charged in court with 
subversion (10 Jan.) A former cabinet 
minister, Mohammed Sanusi, was charged 


with subversion for allegedly helping to 
finance the bomb attacks (12 Jan.). A total 
.of 26 periodicals which have appeared 
, Without official permit were banned, the 


Ministry of Information said (13 Jan. ) 


PACIFIC 

France declared a state of emergency in 
New Caledonia after a hardline Melane- 
sian pro-independence leader was killed 
by authorities, it was reported (12 Jan.) 
Japanese Prime Minister Yasuhiro Naka- 
sone arrived in Fiji on a tour of four 
Pacific nations (14 Jan.). 


PAKISTAN 

Twelve anti-government activists were 
arrested in Lahore and the homes of about 
20 other people were searched, opposition 
sources said (10 Jan.). Military authorities 
bout two.dozen dissidents, öp- 








| position members said. President Zia-ul 
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| ed States secretary of state Henry Ki 
i singer met Asean ‘military and political 


| gers of Eelam guerilla group and 13 com- 
| rades were killed by security forces, the 
| national security minister said (10 dany 
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loan being diverted to uve me 
in the Pines States (page 80). 

z 

| 








Following V "fnam's execution 
ofthree men nvi ' ted of plottin; 
to bii va ! : 


i 





snvitation. Ot | P. n 
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Fabius had asked his Vietnat 
| counterpart, Pham Van Dong, to 
| grant clemency to the three and 
to two others involved in the case, 
including one French national 
| Vietnamese origin. The 
| 
| 
| 





Vietnamese commuted the dea 

‘sentences of the French natior 
and another Vietnamese, but — ^. 
went ahead with the execution of 
the rest on 8 January. : 
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would exclude ool alparties, would he 
held on 25 February (12 Jan. 





maeh leader Aquilino | Pin 
left for the United States a few hours 
the government filed a rebellion ch: 

| against him in court, it was reported 1 
Jan.). 























during their recent election campa 
court officials said (11 Jan). Former Unit 


leaders (13 Jan. 
SRI LANKA 


The leader of the Liberation Tamil TS- 


Tamil separatists blew up five bridges an 
roads leading to the tip of the northern 
Jaffna peninsula, residents said (14 Jui. 
Guerillas attacked a police station in the | 
Northern Province (15 Jan.) 


The government said it had arr 
several of its military intellige nce o 
in connection with the murder of diss 
author Henry Lui in California (15 J 
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_ France floods thec colony with troops as the uneasy calm i is shattered 


Pacific show of force 


By Hamish McDonald in Sydney 
rance now has one uniformed 
F man for every 23 people in New 
Caledonia after a new outburst of 
killing and rioting pushed the indigen- 
ous Kanaks and white settlers further 
apart. Most critically, the shooting of 
two Kanak pro- -independence leaders 
by French gendarmes put in new doubt 


the willingness of the 63,000 Kanaks to 
go along with France's elaborate new 





plan for self-determination. 


Two incidents broke the relative 
calm that had settled on the territory 


since former French agriculture minis- 


ter Edgard Pisani arrived on 4 De- 
cember as special high commissioner 


— to sort out the stand-off that had de- 


— Socialist 


"TU pr 


veloped after the Kanak boycott of ter- 
ritorial elections on 18 November. 
Pisani-had persuaded the Kanak 
National Liberation Front 
(FLNKS) to dismantle roadblocks that 
cut movement outside the capital 


= Noumea, while he conferred with par- 


ties on how to reconcile Kanak de- 


- mands for nationhood with the en- 


trenched interests of the 55,000 whites. 

Pisani presented his ideas on 7 
January. Jacques Lafleur, a wealthy 
“Caldoche” (locally born FrencMman) 
who effectively leads the anti-inde- 
pendence Rally for Caledonia in the 
Republic denounced them as a “mon- 
strous idiocy” and promised a fierce 
campaign for a “non” in the suggested 


~ July referendum on a form of indepen- 
. dence. That was predictable. 


"T 


Less so, and a major hurdle crossed 


— by Pisani, was a guarded welcome by 
- Jean-Marie Tjibaou, the 46-year-old 


Kanak sociologist and former priest 


F who is president of the FLNKS "provi- 
-. sional government." 


-—Ó 


But on 11 January a group of Kanaks 
entered a white-owned farm just out- 
side Bouloupari, 80 km northwest of 
Noumea. Yves Tual, 17, went out with 
his father to chase them off and was 
shot dead. Within hours, hundreds of 
enraged French went onto the streets 
of Noumea. 

They set fire to the home of a French 
ethnologist known for his advocacy of 
Kanak independence and to the office 
of a trade union linked to the FLNKS. 
Chased by squads of riot police using 
batons and tear gas, the rioters at- 
tacked government buildings and 
shops throughout the next day until an 
indefinite dusk-to-dawn curfew 
cleared the streets. 

As the disturbances rocked Noumea, 
a group of gendarmes approached a 
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French paratroopers | leave for Nube: high profile. 





farm building on Kanak land near La 
Foa, 110 km northwest of Noumea, 
early on 12 January. Inside were a 
group of Kanak militants led by Eloi 
Machoro, the so-called minister of 
public security in the FLNKS. Accord- 
ing to the French administration's ver- 
sion of events, Machoro's group, some 
40 armed men, answered two calls to 
surrender with volleys of gunfire. 
Sharpshooters with the gendarmes 
were ordered to pick out Machoro and 
shoot to wound. Two shots brought 
down Machoro and his lieutenant, 
Marcel Nonnaro, killing both. The offi- 
cial account said that both men moved 
as the marksmen took aim at their 
shoulders and fired, so that the bullets 
struck at fatal points. However, 
FLNKS vice-president — Yeweine 
Yeweine said the two had probably 
emerged to parley with the gendarmes 
and were simply- “assassinated” by 
security men sympathetic with the 


settlers. 
N reached Noumea later that day, 
may have helped quell the riot 
triggered by the earlier killing. White 
protesters cheered at Machoro’s death 
and congratulated nearby gendarmes. 
Machoro in particular was a béte noire 
for the French colons. He was one of 
two FLNKS founders who went to 


ews of Machoro's death, once it 
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Libya last August to seek 
help from the government 
of Col Muammar Gaddafi, 
and helped organise 
3 "security training” in 

Libya for 17 young 

Kanaks. 

Whites were outraged 
when French authorities 
took no action against 
Machoro after the terri- 
tory's newspapers used a 
front-page picture of him 
axing open a ballot box 
during the 18 November ` 
elections. More recently 
Machoro and his support- 
ers had commandeered 
earth-moving equipment 
from mines of Societé le 
Nickel at Thio to build 
roads to Kanak villages. 

The circumstances of 
Machoro’s death are 
questionable, even if the 
intention of the gen- 
darmes was merely to 
wound. His killing put 

Tjibaou in a difficult spot, coming 
after two of his own brothers were kill- 
ed along with eight other Kanaks in 
an ambush on 5 December. The Kanak 
leader's immediate reaction was to 
declare that negotiations with France 
had been put back to the beginning. 

Later he said dialogue with Pisani 
would continue, but would centre on 
the restitution of sovereignty to the 
Kanak people, indicating that if he can 
continue to keep Kanak anger re- 
strained, the Pisani programme is still 
on the rails — if precariously. 

The bodies of Machoro and Nonnaro 
were subjected to a second autopsy, the 
results of which were not immediately 
published, before being released for 
burial on 14 January. Their funeral 
convoy travelled the 180 km from 
Noumea to Machoro's home town of 
Canala under a heavy escort of gen- 
darmes, to a massive outpouring of 
grief by local Kanak people. 

Around the Southwest Pacific, gov- 
ernments had taken a cautious view of 
Pisani's plan even before the latest vio- 
lence, with condemnation coming from 
two sides. In French Polynesia, Pre- 
mier Gaston Flosse — the neo-Gaullist 
produet of the same kind of political 
process aborted by the Kanak boycott 
in November — said he would cam- 
paign actively against independence 
for New Caledonia. "Sovereignty 
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‘would permit the government to move 
closer to Australia, which wouldrbe the 
lesser of evils, or to the Soviet Union or 
Libya,” he said. 

In Papua New Guinea, Prime Minis- 
ter Michael Somare voiced the central 
criticism widely felt among cae 
dent states of the South Pacific Forum. 
Pisani had not adequately dealt with 
the question of the electoral base for 
the planned referendum, Somare said. 
Voting had to be restricted to Kanaks 
and long-term residents of other ethnic 
groups, otherwise any hopes of inde- 
pendence would be rendered futile: 

Pisani proposed a three-year resi- 
dential qualification, which w 
exclude only short-term residents such 
as metropolitan civil servants and 
military personnel while leaving in 
most of the Europeans and Polynesians 
encouraged to immigrate by France in 
the 1960s and 1970s precisely to thwart 
any Kanak demands for independence. 
C French and 28,000 assorted Asian 

and Pacific Islander residents to 
join Kanaks in a pro-independence 
majority is the only way Pisani can 
hope to solve this dilemma. Without 
such a development, Paris is left with a 
white community which will accept in- 
dependence only as long as nothing 
changes, and a Kanak people who will 
accept the referendum as long as it 
produces independence. 

In the absence of a rapprochement, 
France has to guard against the risk of 
either party attempting to take power 
into their own hands: either the 
Kanaks reverting to their highly effec- 
tive blockades of farms, mines and 
townships in the bush or the French 
mounting a Rhodesia-style seizure of 
power. 

After the Noumea rioting, French 
Prime Minister Laurent Fabius dis- 
patched a further 1,000 men from 
France to reinforce 
security forces in New 
Caledonia who now 
number 3,380, with 
3,000 regular mili- 
tary personnel also 
stationed in the terri- 
tory. 

Such a massive 
force, relative to the 
146,000 population, 
wil give France 
the power to ram 
through a solution 
based on a tighter 
franchise, with a rea- 
sonable hope that 
large elements of the 
European population 
would settle down to 
work with a Kanak 
state once the die is 
cast. 


oaxing a large number of the 





The second front 


Pisani's independence plan comes under heavy political 
fire from both Left and Right at home 


By Jean-Pierre Lehmann in Paris 


Ss High Commissioner Edgar 
Pisani's plan to resolve the New 
Caledonia crisis by creating an “inde- 
pendence association" similar to the 
arrangement France has with Monaco 
has run into serious opposition at home 
as well as in New Caledonia itself. 

Pisani did not mention Monaco. But 
he proposes that after New Caledonia 
becomes independent, Paris should re- 
tain responsibility for the island's na- 
tional security, justice, currency, 
transportation and communications, 
comparable to powers France now 
exercises under its association with 
sovereign Monaco. Pisani also pro- 
poses French cooperation in New 
Caledonia's economic development, in 
particular agriculture, tourism and the 
exploitation of its maritime resources. 

He hinted at the possibility of mak- 
ing the capital Noumea — where the 
majority of French colonists live — 
into a free port, in effect dividing the 
country. The French Government has 
disclaimed any intention of making 
Noumea into “another Hongkong,” but 
the official statement was so vaguely 
worded that it left many with the im- 
pression of deliberately leaving open 
the possibility of partition as a last re- 
sort. 

The timetable for New Caledonian 
independence envisaged by Pisani is: 
» He will submit his report to the pre- 
sident and prime minister before the 
end of January. 
» In February an extraordinary ses- 
sion of parliament will consider the 
plan. 





» By June the government will launch 
a campaign to educate the public on 
the Pisani proposals. 

> In July a referendum will be held in 
New Caledonia on whether to adopt 
the Pisani plan in its entirety or retain 
the status quo. The electorate is to be 
restricted to residents of New 
Caledonia for a minimum of three 
years, 

» If the Pisani plan is accepted, an in- 
terim government will be elected and 
independence declared on 1 January 
1986. 

Even before the riots in Noumea the 
opposition parties here greeted Pi- 
sani’s plan with little enthusiasm. 
With the exception of the far Right the 
opposition is united in insisting that 
the government should avoid an 
ideological solution to the problem. 

The ecologically minded Green 
Party, without great elaboration, call- 
ed the Pisani plan neo-colonialist. The 
extreme rightwing National Front, 
which has a fairly strong following 
among the European population of 
New Caledonia, called it a national 
humiliation and a "gift" to Moscow. 
Former president Giscard D'Estaing's 
party, the Union for French Democ- 
racy, refused to accept what it termed 
“a unilateral vision of the future," in- 
sisting that the crisis could be solved 
under the present arrangement. 


acques Chirac, leader of the Neo- 

Gaullist Party and a strong conten- 
der to become president in the 1988 
elections, was more outspoken. He 
claimed that there was no problem in 
New Caledonia prior to 1981 (the year 
the Socialist Party took over the gov- 
ernment), but that President Francois 
Mitterrand had promised in his elec- 
tion campaign that he would grant in- 
dependence to New Caledonia. 

This, he said, looked like being the 
only election promise Mitterrand 
would keep. Chirac's party dominates 
the government elected in New 
Caledonia on 18 November with Dick 
Ukeiwe as its president. Not strpris- 
ingly, the Socialist Party welcomed the 
plan as “an effort in harmony.” The 
Communist Party, meanwhile, broadly 
agrees with the Pisani proposals, but it 
has sided with the Kanak Socialist Na- 
tional Liberation Front (FLNKS) in 
accusing French troops of murdering 
the Kanak militant Eloi Machoro. 

Moreover, the communists propose 


disenfranchising about 22,900 recently 





































































| ging the gas papuiatian count 
wn to 122,100 and.so raising the 
naks to a majority 50. 6996. 

"The question of who votes in the re- 
rendum strikes at the heart of the 
anak's charge that the government of 





tiated a policy of colonial migration in 
the early 1970s in order to reduce the 
Kanaks to a minority in their own 
ountry. Messmer spelled. out his plan 
y create what he called “a Luxem- 
ourg in the Pacific" in a confidential 
tter dated 19 July 1972 addressed to 
is secretary of state for overseas ter- 





"We must not miss this last chance to 
ib another Francophone country," 
the Pacific, Messmer's letter, au- 
nticated by Pisani’s office in 
mea, reads. "In the long term, a 
onalist upsurge [by the Kanaks] 
n only be avoided if the non-Pacific 
mmunities and European French re- 
ent the demographic majority and 
oes without saying that this can 
' be achieved by the systematic 
iigration of women and children and 
he setting up of small middle-class en- 
erprises." 

The Messmer plan coincided with 
he nickel boom in the early 1970s — 
vhich made New Caledonia the 
rid's third-largest nickel producer 
fter Canada and the Soviet Union — 
ind the combination attracted immi- 
rants from all corners of the Fran- 
ophone world. 
As a result, today's population totals 
ughly 145,000, of which the indigen- 
s Kanaks number about 65,000 (ap- 
ximately 43%) and the European 
ttlers about 52,000 (35%). The politi- 
'alance is tilted in the colonists’ 
our by an additional 10,000 immi- 
nts from neighbouring Wallis and 
una islands and 20,000 from Tahiti, 
onesia, Vietnam and the French 
yibean islands. 























he communists' proposal to aiae 
:New Caledonia’s electorate has 
provoked an outcry from the Cal- 
doches’ supporters on the French 
Right, and even the centrist parties 
challenge. the constitutionality of Pi- 
sani 's plans to restrict the franchise to 
! ree years' standing. The 
EE have also tried to placate 
anak sentiment by proposing sepa- 
rate electoral lis : 
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anded by Kanak nati 
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. then premier Pierre Messmer ini- | 


dor da Euro- : 





armoured personnel ca 


1 pping. The -c ive 
| daily Le Fic garo warns that the New 
Caledonian 
spread to other overseas territories 
under French administration such as. 


precedent can easily 


Tahiti and French possessions in the 
West Indies, not to mention Corsica, 
the Basque country and Brittany. 


France's Melanesian and Polynesian > 


possessions give the country a naval 
presence in the Pacific — and support 


CAMBODIA 





| New Cale onia's 






n l ce 's gr andeur. F 
' itary viewpoint, cone 
being expressed at the possible conse- 

'ahiti of New Caledonian 
indepen dence. The French armed 








forces mene military bases i in Tahiti 







s crucis geopolitical 


Son Sann’s resistance troops consider. a more classic 
guerilla-style approach after their defeat at Ampil 


By John McBeth in Nong Chan 
NS five years ago, one-time re- 

publican prime minister Son Sann — 
crossed the Thai-Cambodian border 
into a barely inhabited forest clearing 
that was later to become the Ampil 
headquarters of the then yet-to-be- 
formed Khmer People's National Lib- 
eration Front (KPNLF), now one of 
two non-communist factions of the 
anti-Vietnamese Democratic Kam- 
puchea coalition. 


From crude beginnings, the camp. 


was progressively. transformed into 


what KPNLF leàder Son Sann has de- | : 


scribed asa, “model city" — complete 
with everything from neatly laid-out 
dirt streets, schools, even day-care 
centres, to a military headquarters and 
an officer-training school. 


It was not the sort of spectacle nor-. br 


mally associated with a guerilla force, 
particularly one based in a compara- 
tively accessible and therefore vulner- 
able area in the far western extremity 
of Cambodia. But the lightly equipped 
KPNLF has never held out any real 
hopes of ousting the Vietnamese from 
the country by force of arms and, in 
their calculations, Ampil — as well as 
the other camps of Nong Samet, Nong 
Chan and Sok Sann to the south and O 
Bok and Baksei to the north — repre- 
sented a symbol of their political 


legitimacy on Cambodian soil. 


For years, the Vietnamese left Ampil 
alone, apart from occasional shelling 
attacks, Then in April 1984 they 
launched their first gr ound attack. Al- 
though it was repulsed in what was 
hailed as a morale-boosting victory for 


the KPNLF, it seemed only a matter of 
, | time before they would try again in 
un-. greater force. l 


That day came: on 7 January. Throw- 


regiment of tanks and one company of 









by a bar rage. 


iers — backed. 
000° artillery 


| ing in two regiments of infantry, one | a 


! qu 


whelmed ^ the KPNLF's defences. 
Analysts pointed out that the camp 
took. more than three times the artil- 


Khe Sanh, ‘Suan Loe and Con Thien in 
Vietnam during the height of the Viet- 
nam War.. |. 
des KPNLF officials complained bit- 
erly in private that cross-border 
jlies of ammunition were cut off.at 
pi ge during the battle. | 
ns that while Ampil m ly 
le to resist as imilar-s ized 





















| 00- defenders had 
sort of armour and artil- 
| — three or four times as 
the earlier assault — Hanoi 
‘to bear. Once the main line of 

fas inda idee as it was at two 







here was a rage of ammuniti 
the KPNLF could not. call on the kir 
vier weaponry » normally re- 
ed to protect a fixed position. Ob- 
servers noted that both at Nong Samet 
and Ampil, Vietnamese gunners were 
careful to drop their rounds inside 
Cambodia’s border with Thailand, 
thereby denying the Thais any pretext 
to fire back — a move which would 
have lent effective support to the re- 
sistance. 
Ina way it was an object lesson, even 
if the defenders have claimed the de- 
struction of eight tanks and armoured 


_ personnel carriers and casualties of 
-only six dead and 83 wounded, comi- 


pared with “surely many hundred 
mami e." While Son Sann never 
t lly said so during a Nong Chan 
press conference c on H January. the 










ps 







sig 1j m if fican ce in the 

Jnion’s expanding military presence 
in the region. The Soviet presen AE 
the South Pacific to date is lim ied But 
not long after its recent independence, 
neighbouring Vanuatu established 
diplomatic relations with Cuba and 
there is fear in Parisit may be prepared 
to offer port facilities to the Soviet 
Pacific fleet. 

Were an independent New 
Caledonia to become communist, cri- 
tics foresee the possibility of a “mini- 
Cuba" emerging in the Pacific with 
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Pacific offers an alternative to the 
Malacca Straits as a sealane linking 


the western Pacific with the Indian 






Ocean and Gulf and — in the event the | 
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for Japan and other countries in the re- 
gion. 
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affairs, aswell as complicating matters 
with Australia, which Japanese Prime 
Minister Yasuhiro Nakasone was visit- 
ing this month. 

Meanwhilé, a public-opinion poll 
conducted the day after Pisani's pro- 
clamation found that whereas 37% of 


Japan's economic and geopolitical | | Frenchmen favour independence for 
interests in the South Pacificarethere- | New Caledonia and 19% are against, 
fore considerable. Japanese diplomats, | as many as 44% have no opinion. It is 


however, have refrained from making 
any public statements on the New 


probable that many of these "don't- 


knows" are also "don t-cares 





adopted by the Khmer Rouge — the 
Democratic Kampuchea coalition's 
communist partner — rather than har- 
bouring à civilian populace and uy. ing 
to defend fixed positions. 

This sort of debate is not new PFO 
the KPNLF leadership. Analysts say 
the success of guerillas penetrating 
deep into Siem Reap and Battambang 
provinces during 1983 lent weight to 
arguments for taking a more classic 
guerilla approach in ousting the Viet- 
namese and the Hanoi-backed Heng 
Samrin regime. But in the past year 
long-range infiltration was stymied to 
a significant degree, with the Vietnam- 
ese occupying more forward wet-sea- 
son positions and using Phnom Penh 
troops to form an ef- 
fective screen along 
the border. 


he only KPNLF 

leader to conform 
more to the purely 
guerilla pattern is 
Sok Sann-based 
deputy chief of staff 
Prum Vit, though the 
terrain on the edge 
of the Cardamom 
mountain chain lends 
itself much more 
than the other camps 
to such tactics. Each 
time the Vietnamese 
have threatened, he 
has evacuated the 
civilian population 
under his charge and 
dispersed his force 
into the surrounding 
jungle. The grey-haired veteran has 
had considerable experience in this 
sort of warfare; he carried out an al- 
most single-handed resistance to the 
Khmer Rouge around Pailin in 1976-78 
and was the first man KPNLF military 
chief Maj.-Gen. Dien Del approached 
when he was forming the front in mid- 
1979. 

The Khmer Rouge, for their part, 
have little in the way of what could be 
described as fixed positions. Phnom 
Milai, to the south of the Thai district 
town of Aranyaprathet, may have sev- 
eral camps, but the rugged nature of 
the territory and the hit-and-run tac- 
tics of the Khmer Rouge make it an ex- 
tremely difficult bastion to penetrate. 
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While the KPNLF appears to have 
taken the brunt of the current Viet- 
namese offensive, diplomats say there 
has also been considerable fighting 
around Phnom Milai. Khmer Rouge 
leader Khieu Samphan alluded to it in 
his New Year's message when he said 
the Vietnamese had tried — and failed 
— to attack the stronghold. 

Son Sann probably came the closest 
to forecasting a change of KPNLF 
strategy when he said: "We are gueril- 
las and our aim is to inflict the maxi- 


mum casualties [on the Vietnamese]. | 


Our intention is not to try to retake 
Ampil. Ampil is, was, our headquar- 
ters. But it is not any more. We will 


change our tactics. We will change | 





everything ... Wecan't fight a conven- 
tional war, but we can use the tactics of 
guerillas the same as we fought the 
French in Cambodia." 

In describing Ampil as a model city, 
the KPNLF leader, who is also the 
Democratic Kampuchea coalition's 
prime minister, said it was to show vi- 
sitors what the front could achieve in 
terms of organising a civilian popula- 
tion and forming an army. “But now 
we have other things to do,” he said as 
armed resistance fighters stood guard 
around him. “We have to take off from 
the border and go inside.” 

Unlike the earlier attacks on Nong 
Chan and Nong Samet, the Vietnamese 
did not put Ampil to the torch, leading 





to speculation that they might try to 
establish a semi-permanent force at 
the base, which is within sight of Thai 
border positions. Diplomatic sources 
say Vietnamese intentions are still not 
clear. The sources were reluctant to 
draw any conclusions about a possible 
Vietnamese forward-defence posture 
from the occupation of Ampil. 

Analysts feel that maintaining a 
force along the borderline would be a 
costly and possibly risky proposition 
given the length of supply lines, the 
lack of adequate roads and wet-season 
guerilla activity. They also point out 
that the Vietnamese have shown no in- 
clination at this point to occupy Nong 
Samet and Nong Chan a short distance 
to the south, neither 
of which was com- 
pletely overrun dur- 
ing attacks in 
November and De- 
cember 1984 

Son Sann himself 
doubts the Vietnam- 
ese will stay in Ampil. 
“Tf we go inside [deep- 
erinto Cambodia]," he 
remarked cryptical- 
ly, "thev will have to 
go inside too.” Equal- 
ly cryptic — and per- 
haps a reflection that 
the debate over the 
future has still to be 
resolved was his 
contention that one- 
third of the KPNLF 
would be used to pro- 
tect what he termed 
“new civilian camps,” 
one-third would be based “inside,” 
though apparently not too far away 
from the border, and the final third 
would operate “deep inside.” 

The 131,000 refugees living under 
KPNLF protection appear to be one of 
the most worrying factors, and talk at 
present centres on the possible forma- 
tion of a police force to look after them. 
If the front leadership does decide on à 
radical change in its mode of opera- 
tion, as seems likely, the guerillas 
themselves may be forced to abandon 
their present positions and move into 
the less accessible Dongrek mountain 
range from where they would have to 
establish lines of supply into projected 
base camps deeper into the interior. gy 
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A shot in the foot 


Hanoi appears to be backing out of an offer to release 
_ re-education camp prisoners to the United States 


By Nayan Chanda in Washington 


A” apparent hardening of Vietnam's 
position on the release to the Unit- 
ed States of Vietnamese prisoners in 
re-education camps threatens to close 
the door to an improvement of rela- 
tions between Hanoi and Washington. 
During an unpublicised exchange of 


^" memoranda in Geneva in late De- 
. cember 1984, the Vietnamese rebuffed 


meet- 
emigra- 


a US proposal for a late Janu, 
ing on the possible release an 


_ tion of camp inmates, claiming the 
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timing was inopportune and the cli- 


I . mate not right. 


Hanoi has also informed two visiting 


E US congressional delegations that it 
. would not release the inmates without 
‘a guarantee from the US that the pri- 


soners would not engage in anti-Viet- 
namese activity once in the US. The 
negative Vietnamese response caused 


e | .dismay among US officials and con- 


. gressional leaders, who had hoped 
Washington's acceptance of Hanoi's 
original offer to release all re-educa- 
tion camp inmates would help to im- 


prove the atmosphere between the two 
. countries. 


A State Department official familiar 
with previous failed US-Vietnam 
negotiations for normalisation of rela- 
tions said: “The Vietnamese are again 
shooting themselves in the foot. They 
are making their classic mistake of 
creating an opening and then, when 
things start moving, adding on new 
conditions — making it difficult to 
proceed.” 

Three years ago, Vietnam offered to 
release all re-education camp prison- 
ers if the US agreed to take all of them. 
In a magazine interview in May 1984, 
Vietnamese Premier Pham Van Dong 
repeated the offer to allow the inmates 


to “leave tomorrow for the United 


States.” Then, in September, US Sec- 


retary of State George Shultz an- 


nounced that Washington was willing 
to grant entry permits to up to 10,000 
of the prisoners over a two-year 
period. In October, Vietnamese and 
American officials met in Geneva and 
agreed to hold additional talks to dis- 
cuss numbers, modalities of release 
and emigration. 

But the Vietnamese mood was dis- 
tinctly different in December when 
Congressman Stephen Solarz, chair- 
man of the house subcommittee on 
Asian and Pacific affairs, raised the 
issue in Hanoi. Solarz told the REVIEW: 
“They [the Vietnamese] in effect de- 
clined our invitation to work out ar- 
rangements which would be necessary 
to translate their offer to let these peo- 
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ple go. One of [Foreign Minister 
Nguyen Co] Thach's deputies said to 
us, ‘How can you expect us to let these 
people go when we have plenty of 
reason to believe that they would con- 
spire against us with your assist- 
ance?’ " 

Solarz said Thach remarked that al- 
lowing the prisoners to go to the US 
would amount to handing over “bul- 
lets with which to shoot at Vietnam.” 
Based on what he heard in Vietnam 
and what US officials were told in 
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Gritz: call for an accounting. 


Geneva, Solarz concluded that Hanoi 
is “not prepared to move forward on 
this issue.” 

Solarz and a number of other US of- 
ficials seem to believe that the setback 
is due to a changing balance in the 
Vietnamese Communist Party, with an 
apparent predominance of orthodox 
elements over moderates seeking an 
opening to the outside world. 


he recent executions in Vietnam of 
three people tried and convicted of 
plotting to overthrow the government 
and the lengthy prison terms for 18 
others convicted of being involved in 
the plot, and reported Vietnamese 
plans to try some 1,000 more people on 
charges of subversion are seen as evi- 
dence of the emerging power of the 
Ministry of Interior under Pham Hung. 
Whether or not there has been a 
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| Vestro interne Inlate 1984, a senior 


Vietnamese told this correspondent 
that the US understood the limits of, 
Chinese power and Hanoi's basic con- 
flicts of interest with Peking in South- 
east Asia, and that Vietnam did not 
view the US as being involved in any 
collusion against Vietnam. 

Thach himself presented the US as 
having common ground with Vietnam - 
on. Southeast Asia, despite many dif- 
ferences, The common ground, T 
said, was the desire for “peace and stab- 
ility in Southeast Asia and the with- 
drawal .of Vietnamese forces from 
Cambodia and no return of Pol Pot 
[leader of the hated Khmer Rouge re- 
gime of 1975-78]." 

He went on to say that the US should 
not neglect its role in Southeast Asia: 
“If we [are] to have peace between m- 
dochina and Asean, the role of the 
United States is very important." 
Hanoi's more recent charge of US con- 
nivance behind resistance activity in 
the US, however, seems to run counter 
to such a plea for a US role in the r re- 
gion, 

Whether this toughened posture is a 
passing phase or indicative of a more 
fundamental shift in Vietnam's assess- 
ment of the international situation 
may become clear when Hanoi re- 
sponds to a new US proposal, expected 
to be made soon. Sources said the new 
proposal would be to set fresh dates on 
holding bilateral talks on the re-edu- 
cation camp prisoners. 

While some officials regard Hanoi's 
negative response as a tactical move 
aimed at pressuring Washington. to 
broaden the agenda of the talks and 
raise their status so as to help break 
Hanoi's current diplomatic isolation, 
others believe Vietnam feels genuinely 
pressed by a growing sense of in- 
security and hostile propaganda from 
abroad. 

A source close to Vietnam indirectly 
confirmed Hanoi's security concern. 
"As the Americans have their Vietnam 
syndrome, the Vietnamese too have 
their America syndrome — which is al- 
most a xenophobic paranoia, a suspi- 
cion of the West," he said. 

Vietnam's serious economic difficul- 
ties and continued inability to win po- 
litical loyalty in the South have been 
compounded by a determined Chinese 
attempt to foment trouble in Vietnam. 
And increasing anti-Vietnamese ac- 
tivity by the emigré community in 
Europe and North America appears to 
have strengthened the paranoia within 
the Hanoi government. 

One administration source pointed 
to propaganda activity and fund rais- 
ing for anti-communist resistance in 
Vietnam conducted by "Vietnamese 
groups in the US and said: "Given the 
Vietnamese mind-set, it is not surpris- 
ing that such activities are viewed with 
great concern in Hanoi." Citing US 
laws which proint d acta. ot war 
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not e ad aie ar e 2 x laini ne US 
of-expression | tees bh ich allow 
the dissemination of all kinds of prop- 
aganda in the US has not persuaded 
Hanoi that Washington is not directly 
involved in efforts to destabilise Viet- 
nam. 

Another obstacle to improved US- 
Vietnamese relations is presented by a 
small group of highly vocal activists 
who believe there are still American 
prisoners of war held in Indochina. and 
that the US Government is withhold- 
ing information about them for dip- 
lomatic reasons. 

The administration of President 
Ronald Reagan, aware of how sensitive 
a domestic political issue the question 
has become, is on record as being com- 
mitted to obtaining the fullest possible 
accounting of PoWs and of Americans 
missing in action (MIAs) during the 
Vietnam War. Administration sources 
said the government had hoped that 
progress on this front would help im- 
prove the atmosphere between Viet- 
nam and the US, and even pave the 
way for American aid to Laos. 








hile the Vietnamese and Lao have 

been slow in dealing with the 
problem of MIAs — Hanoi's official 
position is that there are no remaining 
'American PoWs in Indochina — because 
of a lack of resources and political will, 
the involvement of American adven- 
turers trying to obtain MIA remains 
with anti-communist resistance groups 
has further complicated the issue. 

Those pressing the government for a 
full PoW/MIA accounting include ac- 
tivists such as “Bo” Gritz, a former 
American soldier who launched a pri- 
vate foray into Laos in 1982 to liberate 
alleged prisoners, and retired US Air 
Force colonel Jack Bailey, who has 
been involved with the anti-com- 
munist Lao resistance in an effort to 
obtain information about missing 
American servicemen. * 

Bailey originally set up an organisa- 
tion called “Operation Rescue” to as- 
sist Vietnamese boat people, but more 
recently he has devoted his attention to 
the MIA issue. In late November 1984, 
Bailey handed over to the US Embassy 
in Bangkok three sets of remains said 
to be those of American airmen 
brought out of Laos by anti-com- 
munist guerillas. Laboratory analysis 
of the remains indicated a mixture of 
human and animal bones, and no iden- 
tity could be established. 

The US administration is concerned 
by such activities as they threaten to 
upset the official Lao cooperation 
which Washington has been trying to 
obtain. A foray into Laos by Gritz in 
1982, says Richard Childress, a 
member of the US National Security 
Council with special responsibility for 
the PoW/MIA issue, “delayed agree- 
- ment with the Lao Government to ex- 
cavate a crash site for almost a year. 
- Unfortunately, there are those raising 
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money on this issue to support their 
own activities by inferring that the US 
Government is doing nothing." 

Administration sources said they be- 
lieve the Thai-based Lao resistance 
movement is trying to throw a spanner 
in US-Lao relations by encouraging 
American adventurers to get into the 
act. One said in an interview: “They 
[the resistanee| have no real interest in 
the PoW/MIA issue. Their objective is 
to stop US-Lao cooperation. " 

The administration's concern seems 
to be justified as there is some indica- 
tion that Laos may be delaying the 
joint excavation of the crash site it had 
earlier agreed to in principle. In a 
speech on 20 July 1984, proclaimed by 
Reagan as PoW/MIA Recognition Day, 
the president revealed to a cheering 
audience that Laos had just agreed to 
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granting of 5,000 tonnes of rice to Laos 
as emergency food aid in June. Thede- 
livery of the-niee was completed. in 
early December. The US has also re- 
mained.scrupulously neutral in there- 
cent border dispute between Laos’ and 
Thailand, Washington's close ally,” 
While expressing appreciatio 
these gestures, the Lao charge dàt- 
faires in “Washington, Bounkeut 
Sangsomsak, said in an interview'that 
repeated acts such as those of ‘Gritz 


and Bailey “make us wonder whether — 


the US Government is not pursuing a 


two-faced policy. If they truly want - 





this ige to be resolved between the 


two governments, they can show their — 
sincerity by recalling Bailey ‘from 
Thailand, by asking Thailand not to - 







allow such activities and by refusingto  ' 


receive those alleged bones of MIAS | 


from private individuals. " 

He clearly hinted that a US failure to 
give satisfaction on this question eould 
delay the joint crash-site excavation in 
southern Laos, where the remairis of 14 
US airmen are believed to be buried, 
The Lao and US governments are cur- 
rently negotiating various technical 
aspects of the operation, but as the Lao 
diplomat pointed out: “Between 
states, everything is political.” 

It is ironic that in order to achieve its 
objective, the Reagan administration 
may now need to contain the interests 
and feelings — and private ventures — 
released as a result of its public-aware- 
ness campaign on the PoW/MIA issue, 
declared by Reagan to be the “highest 
national priority.” . oO 


A blunt instrument 


A hot-line call from the North is a setback to 
rapprochement, but probably not a fatal one 


By Shim Jae Hoon in Seoul 


t was close to noon on 9 January 

when the hotline connection between 
Seoul and the North Korean capital of 
Pyongyang rang. The North Korean 
side had an important message to be 
transmitted from Kim Hwan, a deputy 
premier in North Korea's State Ad- 
ministration Council, to Shin Byong 
Hyun, his counterpart here. Within 
hours, South Korean President Chun 
Doo Hwan was expected to deliver a 
major New Year policy statement to 
the national assembly, proposing a set 
of fresh initiatives for a breakthrough 
in North-South relations. 

Kim's message confirmed by a letter 
delivered later that day, turned out to 
be blunt and to the point. “Your side is 
pcs oe Nake agen the tension in our 
country w ich has been moving to- 


a Pai 


wards detente after a long interval, 
and jeopardising even the dialogue 
with these hostile military exercises. 

"If your side persistently stages the 
Team Spirit 85 joint military exercises, 
it will be impossible to hold the second 
round of North-South economic talks 
as scheduled." The message referred to 
the military exercises scheduled to 
begin on 1 February, which South 
Korea has carried out with the United 
States armed forces annually since 
1976. 

That was not the only bad news. 
Another message, this one from Son 
Song Pil, president of the North Ko- 
rean Red Cross, cited the same reason 
for “postponing” the eighth round of 
Red Cross talks oy scheduled to 
take place in Seoul for four days begin- 
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ning on 23 January. Yoo Chang Soon, a 
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former premier and Son’s counterpart 
in Seoul, was flabbergasted. Neither of 
the messages gave any hint as to when 
the talks could be resumed. 

It was clear from Kim's message, 
however, that North Korea was not 
closing the door on the North-South 
dialogue. Kim described the Team 
Spirit exercises as a "provocation that 
lays artificial obstacles in the way of 
our planned economic talks," due to 


begin on 17 January. But he then went 


on to propose a meeting with Shin at 
the truce village of Panmunjom "at or 
around 17 January" to discuss *mea- 
sures for removing the obstacles stand- 
ing in the way of the immediate econo- 
mic talks.” 

Kim's proposal in effect offers to 
raise the political level of the North- 


South dialogue, a manoeuvre no doubt 


calculated to appeal to Seoul's hope 
that the bilateral talks with Pyong- 
yang will pave the way eventually for a 


summit meeting, long sought by Seoul, 


between Chun and 
North Korean Pre- 
sident Kim Il Sung. 
Seoul, however, 
is not willing to 
accept a meeting if 
it implies even in- 
directly acknowl- 
edging Pyong- 
yang's charge that 
security ties with 
the US are an “ob- 
stacle" to North- 
South cooperation. 
Seoul wants 
Pyongyang to 
stick to its original 
commitment to 
talk about econo- 
mic cooperation, 
and so in his New 
Year address, 
referred 
neither to Team |® 
Spirit nor to Kim |* 
Hwan's proposal 
for further talks. 
The news from Pyongyang caught 
many officials off guard. Seoul offi- 
cials considered particularly distress- 
ing suspension of the Red Cross talks, 
which would have brought some 80 
North Korean officials to Seoul for the 
first time in 11 years. In July 1973, fol- 
lowing the seventh “full-fledged” 
round, the North abruptly called off 
the Red Cross talks, demanding a with- 
drawal of US troops from the South. 
It is not clear why the North chose to 
postpone the current talks. The six- 
week joint US-South Korean military 
exercises, involving some 200,000 men 
altogether was denounced by the 
Soviet newspaper /zvestia as a "provo- 
cation," and some observers believe 
that Pyongyang postponed the talks 
out of concern for Moscow's sen- 
sitivities. 
Others, however, interpret Pyong- 
yang's moves as a snub to Peking, 
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which may have offended the indepen- | 


dent-minded Kim Il Sung during his 
November China visit by pressing him 
too hard into talking with the South. 
But officials here also see more im- 
mediate interests motivating Kim. By 
citing military exercises as the cause 
for breaking off the dialogue, the 
North is publicising tension along the 
military demarcation line to support 
its charge that the South is too danger- 
ous a place to host the Asian Games 
next year and the Olympics in 1988. 

Whatever the explanation, it was 
quite clear that Team Spirit was 
merely a pretext for suspending the 
talks since the exercises — started in 
1976 — have not prevented the North 
from responding to a number of over- 
tures initiated by Seoul since 1979. 
Three rounds of table-tennis talks 
were held in March 1979, in addition to 
two rounds of talks at the political 
level. 

Between March and April 1980, 
shortly after the assassination of 
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former president Park Chung Hee in 
Seoul, four more rounds of talks were 
held at Panmunjom to pave the way for 
a meeting of the two countries' pre- 
miers, though in the event it did not 
take place. Indeed, on the very day that 
Team Spirit began last year, Pyong- 
yang agreed to talks on a joint team to 
represent Korea at the Los Angeles 
Olympics. 


hile Pyongyang's latest postpone- 
ment was greeted here with a sense 
of deja vu after two decades of on- 
again-off-again negotiations, there is a 
feeling that substantial contacts with 
the North are developing. Moreover, 
Pyongyang's agreement to hold econo- 
mic talks in the first place is seen as a 
sign of Kim's growing pragmatism. 
North Korea is going through a criti- 
cal phase of transferring power from 
Kim — 73 on 15 April — to Kim Jong 
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[ K is son and. heir-ar Y a ent y 
celebrate his 43rd birthday 
month. To ensure a smooth transition, 
most analysts agree, the nation must be 
offered a new vista on reunification, 
since a whole generation of North Ko- 
reans are no doubt disappointed and 
disillusioned that so little has been 
achieved towards reunifying the coun- 
try — the principal justification for the 
continuation of the Kim dynasty. 

Chun, meanwhile, is working on the 
comfortable assumption that time is on 
his side. Despite political troubles at 
home, the economy is moving forward, 
and initial uncertainty over the 1988 
Seoul Olympics has almost vanished — 
giving him room to concentrate on re- 
lations with the North over the next 
few years. 

In his policy statement, Chun laid 
out a three-point initiative to achieve 
“a courageous and momentous shift 
from the era of South-North confron- 
tation into a new era of national recon- 
ciliation.” He called for both sides to 
recognise the 
other's socio-poli- 
tical system and 
institutions; ar- 
range a meeting 
between himself 
and Kim “to apply 
a decisive push” 
towards reduction 
of tension, and to 
exchange perma- 
nent liaison mis- 
sions between 
Seoul and Pyong- 
yang to improve 
and coordinate 
multifaceted dia- 
logues, exchanges 
and cooperation. 

“South and 
North Korea 
should no longer 
remain behind 
high walls and 
continue their 
confrontation and 
mutual enmity,” 
he said, unusually calling Kim by his 
official title, “President Kim Il Sung.” 

Even hours after Pyongyang's post- 
ponement of the talks, Chun kept in- 
tact the conciliatory passages in his 
speech, leading to the belief that Seoul 
remains basically hopeful of future 
prospects of the dialogue. “We never 
assumed the talks would go smoothly 
without a hitch," said a senior aide to 
Chun. Little is expected from Pyong- 
yang until May. Team Spirit is not 
scheduled to end until the middle of 
April, the month when Pyongyang is 
totally preoccupied with the presi- 
dent's birthday. 

The political situation in the South 
should also be clearer by the beginning 
of May when the issue of opposition 
leader Kim Dae Jung's return will have 
been resolved and a new cabinet sworn 
in following the national assembly 
elections due in February. Oo 
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T G. Kulkarni in Singapore 


s Singapore's ruling People's Ac- 
tion Party (PAP) begins mulling 
over the reasons for its setback in the 
$ general election in December 1984 and 
—  thetwo opposition MPs chart their fu- 
ture course, the local press is giving a 
liberal run to anti-PAP views in its let- 
= jfers-to-the-editor columns. ` 
= * Some staff writers of the uniformly 
| AEPAD local press also have 
i n allowed to analyse the shortcom- 
. ings of the PAP, a phenomenon un- 
- fhinkable in pre-election days. Some 
observers have labelled this unpre- 
-cedented wave of criticism the Singa- 
_ pore Spring, after Peking's short-lived 
- flirtation with free expression in the 
- late 1970s. 
a It is likely that the Singapore Spring 
- has been ushered in with the tacit con- 
currence of the authorities, who are 
- — badly in need of independent reactions 
from the people. It could also reflect 
— the new style of government recently 
E [ padvocated by the second generation of 
PAP ministers who are playing an in- 
creasingly important role. Newly ap- 
—— pointed First Deputy Prime Minister 
Goh Chok Tong said while announcing 
the new cabinet that the government 
would listen more to the people and 
allow them greater participation in 
~ shaping policies. The people seem to be 
taking him at his word. 

Most readers bemoaned the absence 
of a genuine channel for feedback from 
the people to the government. Some 

. complained about the brushing aside 
_ of bread-and-butter issues by the PAP 
during the campaign. Others accused 
"the PAP of being too pushy and arro- 
i- gant and unwilling to listen. Some 

chided the PAP for unseemly cam- 
r "paign tactics, pointing to the routine 
— heaping of scorn by ministers on oppo- 
sition candidates. 
Yet others called on the government 
— to treat the opposition and the people 
E with respect. While the overwhelming 
"tone of the letters was critical, the 
‘editors seem to have balanced this by 

- printing some letters which called on 
. the people not to rock the PAP boat. 

E. i One particularly telling letter was 
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addressed to "Dear PAPa," a pun on 
‘the paternalistic PAP. Signing herself 
as a young lady just turned 25, the au- 
thor thanked PAPa for bringing her 
up, but she said: “You never listen to 
my fears and doubts... I know this will 
hurt you, but I have to let you know 
that your daughter has grown up.” 

v And PAPa responded in kind. In a 
i lengthy reply, a self-assumed PAPa 
admonished his daughter for fickle- 
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ness and cautioned her against the wily 
advances of opposition paramours 
who eyed her substantial inheritance 
bequeathed by none other than the 
PAP government. Apparently the re- 
sponding PAPa was inspired by a very | 
high PAP leader. 

In their analyses, staff writers of the 
local press echoed some of the readers’ 
grievances and pointed out the media's 
lapses in the campaign coverage, 
which was heavily biased in the PAP's 
favour. A reporter from The Straits 
Times also aired the view that Prime 
Minister Lee Kuan Yew's heavy- 
handed intervention in the final stages 
of the campaign, when he threatened 
people with the consequences of voting 
against the PAP, cost the ruling party a 
sizable number of votes. Significantly, 
Lee — who is not known for taking 
criticism sportingly — has maintained 
a tactical silence throughout this 
media spree. 

On the other hand, the younger-gen- 
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United they falter 


Neither government nor opposition parties are finding 
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hy hi his 
daw is m changes or ^c 
e den dec: — alie 
somewhat outdated — Goh revealed 
that his peers had chosen him for the 
role of a centre-forward and described 
the prime ^a dnd s position as that of 
à goalkeepe 
He. added: “The prime minister will 
take the back seat . . . unless the issues 
are so fündamental that they involve 
national security and the survival of 
the country, we would not expect the 
prime minister to over-rule us." High- 
lighting the younger group's promi- 
nence in the cabinet, Goh continued 
that if the prime minister had any pro- 
osals, the younger ministers would 
ave to be convinced of them. 






.1 the press conference announcing 

the cabinet, statements by Second 
Deputy Prime Minister Ong Teng 
Cheong and Finance Minister Tony 
Tan seemed to have settled the issue of 
succession as well. Ong and Tan said 
that Goh would be prime minister 
when Lee retires. 

And Lee's threat of reconsidering 
the one-man-one-vote system was also 
apparently rebutted. Revealing an ob- 
vious difference with Lee, Goh re- 
marked that the present system had 
worked well and there should be no 
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it easy to pick a potential successor to Marcos 


By Guy Sacerdoti in Manila 


Ithough the next presidential elec- 

tion in the Philippines is not sche- 
duled until 1987, members of both gov- 
ernment and opposition parties are 
seriously manoeuvring to define their 
options should President Ferdinand 
Marcos be forced to step down before 
his term expires. Despite official state- 
ments that both the local government 
elections slated for May 1986 and the 
presidential poll will be held on sche- 
dule, persistent rumours continue 
among politicians that special elec- 
tions may be forced on the country, 
perhaps as early as this year. 

With Marcos making only rare, well- 
orchestrated appearances — and then 
only within the confines of 
Malacanang Palace — the issue of how 
long his health can hold out continues 
to be crucial politically. Senior offi- 
cials of Marcos' Kilusang Bagong 
Lipunan (KBL) party told the REVIEW 
that even if his "recovery" from a 
recent illness continues without set- 
back, Marcos is unlikely to appear 
publicly outside the palace walls 





for another “two to three months.” 

At the same time, however, these of- 
ficials say they understand Marcos’ 
condition remains unstable, alternat- 
ing between periods of alertness and 
exhaustion. And some government 
pundits even predict that continued 
medical treatment may force Marcos to 
remain on the palace grounds perma- 
nently, Most inside sources with access 
to the palace say Marcos’ illness in- 
volves complications of a degenerative 
disease (lupus erythematosus) which 
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hasty changes. He It 
mately the peop 
such changes sho 
referendum or could become a major 
general election issue. 

That Lee has differences with Goh 
and his peers is evident. All the same, 
Lee could have allowed them to make 
these bold statements in order to ini- 
tiate the process of succession, But it is 
uncertain whether the reasonable and 
responsive new line will hold. Some of 
Lee's hardline policies, announced 
during the campaign, are being put 
into practice. 

The PAP has withdrawn its branch 
services from the opposition districts 
of Anson and Potong Pasir and PAP 
representatives have stopped holding 
meet-the-people sessions to hear peo- 
ple's grievances there. After his Anson 
by-election victory in 1981, Workers' 
Party MP J. B. Jeyaretnam was not al- 
lowed to play the MP's role of adviser 
to community bodies in his district. 
These bodies are controlled by the 
Prime Minister's Office. 

Jeyaretnam has formed his own 
units to nurse the district in tandem 
with the  government-controlled 
bodies. The new MP for Potong Pasir, 
the Singapore Democratic Party's 
Chiam See Tong, has asked to co- 
operate with such bodies in his 
ward, but the government has not re- 
sponded. 


ROONEY TASKER 


Enrile; Mrs Marcos; Ople: presidential aspirants. 


has most affected his kidneys, while 
his seclusion since mid-November 
1984 is due to a seriously weakened im- 
mune system as a result of prolonged 
medication. 

But while Marcos’ state of health re- 
mains a topic for unrelenting public 
speculation, the uncertainty has 
launched a scramble within both the 
KBL and opposition parties. The fac- 
tionalised opposition has the greater 
problem to overcome, but is working 
hard to forge some kind of unity. While 
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Lee also appears set to carry out his 
threat to file libel actions against op- 
position politicians because of their 
campaign speeches. Lee's lawyers have 
filed writs against oppositionists Lee 
Siew Choh, Seow Khee Leng and Quek 
Teow Chuan. Seow and Lee Siew Choh 
have since made public apologies, but 
the writs have not been withdrawn. 
The prospect of still more opposition 
politicians being victimised by the PAP 
for their campaign utterances, which 
in many other countries would be 





manoeuvring 
within the KBL 
among presiden- 
tial aspirants, 
such as Marcos 


fence Minister 
Juan Ponce En- 
rile and Labour 
Minister Blas 
Ople, is 
handled quietly 
among those loyal 
to Marcos, 
splintered oppo- 
sition is fighting 
out in the open. 
And despite ef- 
forts made thus 
far, unity re- 
mains elusive. 

In November, 


when Marcos 
went into seclu- 
sion for three 


weeks of medical treatment (some say 


‘LET ONE HUNDRED FLOWERS BLOOM.’ 


— 


wife Imelda, De- | 


being | 


the | 





surgery), a “convenor group” of three | 


opposition personalities was organised 
to try to unify the disparate opposition 
groups and set up a system of choosing a 
single opposition candidate quickly 
should elections be called early, so as 
not to dilute the opposition's chances 
against a single government candidate. 
Under the latest amendments to the 
Philippine Constitution, if Marcos 1s 
forced to step down, elections for a new 








quickly forgotten, cannot be ruled out, 

How the younger ministers view 
some of Lee's hardline actions is not 
yet clear because the PAP's cabinet 
discussions are extremely secretive. 
Analysts familiar with Lee's political 
style and past record of outwitting 
those who differ with him, maintain 
that he will not be content to sit back 
and watch his policies diluted. If Lee is 
not satisfied with any vital policy di- 
rection, he can always assert his un- 
questioned authority o 





president rnust be held within 70 days. 
The members of the convenor group 
— Corazon Aquino, widow of assassi- 
nated opposition leader Benigno 
Aquino, 86-year-old long-time nation- 
alist and former senator Lorenzó 
Tanada and businessman Jaime Ong- 
pin — were chosen because of their 
broad appeal among differing opposi- 
tion factions. It was also considered 
unlikely that they would become candi- 
dates themselves. Mrs Aquino, as chair- 
man of the group, is not aligned direet- 
ly with any of the opposition parties. 
But as a symbol of Aquino's goal of 
forging "national reconciliation," she 
can move relatively easily among the 
disparate groups 
Tanada, whose principles are well 
respected by both the moderate and 
more radical opposition elements, 
could bring support to the group from 
demonstrators and others outside the 
parliamentary system. And Ongpin, 
chairman of the Benguet Corp. and à 
vocal moderate, has influence among 
the less political business community, 
which was morallv outraged by the 
August 1983 assassination of Aquino. 
The group had three basic aims 
» Develop a statement of principles 
acceptable to all potential opposition 
candidates. 
» Draw up a list of “potential stand- 
ard-bearers" to represent the opposi- 
tion should an election be called. 


| > Develop aspeedy system of choosing 
president and the recreated post of vice- | a single opposition presidential candi- 
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such as freedom of 


1 oti income and ownership, fice and 





itability to the nation — the docu- 
it also took some controversial po- 
cal stands. It called for the removal 
f the United States military bases, a 


























inancial agreements made by the 


on of a new constitution. 
Far from being a unifying: document, 
owever, the declaration ‘intensified 
e split among a number of opposition 
ions. Aside from the convenor 
ip, those who signed included rep- 
sentatives for three US-based oppo- 


vito Salonga and Rafael Salas (who 

since declined to be considered asa 
idential aspirant) — local opposi- 
Ps Ramon Mitra and Aquilino 
ntel, respected anti-Marcos stal- 
d former senator Jose Diokno, 
\quino’s younger brother Agapito. 


































sign were United Nationalist 
ratic Organisation (Unido) pre- 
Salvador Laurel and Unido's 


Eva Estrada Kalaw. Laurel’s 
bjection was over the statement 
removal of military bases. His 
nis that while the bases do af- 
‘national sovereignty, international 
es should be respected. 

law said she found the system for 
ing a single opposition candidate 
democratic; She and Laurel in- 
d are organising a National Unifi- 
n Council under the auspices of 
do, which will meet on 9 February 
k out its own system of choosing 


itt pr ocess of choosing delegates 
become a contentious issue. Laurel 
ts regional representatives from 
nt parties to vote on behalf of 
entire party, which could leave na- 
nal figures such as Aquino and 
imentel in weak positions. It would 
© leave leaders such as Salonga — 
ois planning to return to the Philip- 
ies on 21 January after a three-year 
f-imposed exile in the US — unre- 
esented. Meanwhile, opposition 
ers. say the real issue is that no 
"what happens, Laurel plans to 
run ve president should an election be 
called. If this is true, it does not augur 
well for any unification process. 
Ironically, this sit on mimics a 
roblem the KBL is facing 












: ! — that re- 
gardless of the outcome of the current 
nfighting, Imelda Marcos apparently 


hould her pusvend retire, 


seven basic ^ guiding principles" 


w of international economic and | 


farcos administration and ratifica- 


jon leaders — Raul Manglapus, 


eems set on running for president, 


st elections and government ac- | 
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policy by the terri on s Ed ation 
Commission has caused widespread 
consternation within the academic 
community. Many were disappointed 
with what they view as the commis- 
sion's overly conservative approach, 
its lack of imagination and, most of all, 
its failure to give a clear direction on 
future education policy. 
some teachers and school principals 
said the recommendations demons- 
trated insensitivity to the wishes and 
aspirations of the community. One 


principal accused the commission of 


being only a rubber stamp, simply en- 
dorsing existing education policy, 

The commission, headed by banker 
and Executive Councillor Lee Quo- 
wel, was appointed by Hongkong Gov- 
ernor Sir Edward Youde in February 
1984 to advise the government on re- 
forms proposed in the Llewellyn Re- 
port, which was commissioned by the 
government in 1981 and delivered by 
four international educationalists in 
1982. The Education Commission’s re- 
commendations were immediately ac- 
cepted by the government. 

However, the president of the Hong- 
kong Private Schools Association, Tam 
Man-kwan, said the commission’s re- 
commendations lacked insight of the 
educational system and were less 
analytically based than those outlined 
in the Llewellyn Report. Tam said that 
the recommendations were nothing 
more than a list of administrative pro- 
cedures and that the commission had 
failed to define education policy. 

Such views were shared by others in 
the teaching profession who felt the 
government should move quickly and 
decisively to reform the colonial edu- 
cation system before China reasserts 
sovereignty over Hongkong in 1997. 

One of the key recommendations of 
the report is to promote the use of Can- 
tonese, the dominant Chinese dialect 
in the territory, as the medium of in- 
struction in secondary schools. This 
fell far short of critics’ demands that 


the government adopt a mother- 


tongue language policy. While the 
commission accepted that teaching 
and learning would be more effective if 
the teaching language was the stu- 
dents' mother tongue, it failed to lay 
down a language policy. 

The Llewellyn Report proposed a 
"whole-hearted push towards genuine 
bilingualism after Primary 6, includ- 
ing the tertiary level." Lee's proposal, 
seen by some as retrograde, was for the 
schools to continue t o decide what lan- 





the proposal, the. 





: Mandari in. Therefore, 


 anextra-curri 








as gisappointing 





proposed providies e every sie 
school of 18 or more classes with an 
extra Chinese graduate teacher. To im- 
prove the teaching of English, it called 


for a reversal of the "localisation-of- 
staffing poliey” 


to encourage schools . 
to hirenative-English speakers. On the 


teaching of Mandarin, the commission 


said that as Hongkong enters a new era 
after 1997, there will be wider use of 


taught. either during school hours oras | 
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merit (JSEA) in 1991. The JSEA, a SyS- 


tem for allocating government- sub- 
sidised Form 4 places to 40% of the 
Form 3 leavers, was introduced in 1980 
because there was not enough money 
to provide subsidised senior secondary 
education for everyone. Since then it 
has been widely attacked for its detri- j 
mental effects on the students’ 
psychological and educational deve- 
lopment. The proposal to phase out the 
system in seven years’ time is unpalat- 
able to. the education-reform lobby, 
which has long x it as the e No. 
enemy. : 

The commission ‘also rejected the 
idea of an open university for Hong- 
kong, an idea which has support in 
many quarters because the two exist- 
ing universities are bursting at the 
seams. Proponents of the idea say an 
open university could provide an op- 
portunity for higher education for 
those already in the workforce. The 
commission ruled it out. because of its 


view that most students would not be 


able to find an appropriate study envi- 
ronment at home and because the 
necessary Howie and technical ex- 








it should be- 
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Japans Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 





THE MD-80. THE TOP CHOICE FOR THE BOTTOM LINE. 





For maximum profit, appeal to passengers, 


and return on investment, 28 airlines 
around the world already have selected 
the quiet fuel-efficient MD-80. 

Here's why: The MD-80 flies 25% more 
seat miles per gallon of fuel than 
aircraft it is replacing. The operational 
versatility of the MD-80 family offers 
exceptional service options for airlines. 
And passengers consistently praise its 
comfort. In independent surveys, they 
prefer it by more than three-to-one 


over its competitors. 

The traits that give the MD-80 family 
superior economics for airlines make i! 
more attractive for investors. MD-80s con 
tinue the McDonnell Douglas tradition of 
quality and longevity that has made our 
twin-jets hold higher residual values than 
competing aircraft. 

The new MD-80. When we designed it, 
we made sure that one of its most beautiful 
lines would be the bottom line-where 
profits are. 


MCDONNELL 


DOUGLAS CX 


The People's Choice: The MD-80 from Long Beach. 





(7^ hostess in your sarong kebaya 
you care for me as only you know bow 

across four continents of the earth in tbe luxury 
of the world's 
most modern fleet. 
Singapore Girl 
youre a great 
way to fly 
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Shangri-La Kuala Lumpur. Open May 1985. 
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KUALA LUMPUR 





A SHANGRI-LA INTERNATIONAL HOTEL 


722 guest rooms and suites * International Direct Dialling ¢ Colour TV with complimentary in-house movies * Music channels 
e Refrigerator * Mini-bar * Bedside controlled air-conditioning € 24-hour room service * Four restaurants: Japanese, Chinese, 
Continental and 24-hour coffee house ¢ Lobby lounge * Discotheque * Poolside Bar € Businessmen's Bar * Swimming and 
wading pools e Tennis and squash courts ¢ Fully-equipped health club ¢ Complete international convention facilities for up 

to 2000 people * 24-hour Business Centre * Shopping gallery. 


Shangri-La, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03) 222 388. Telex: SHNGKL MA 30021 or 
Shangri-La International: Hong Kong (5) 242 367 * Kuala Lumpur (03) 486 536 * London (01) 581 4217 
e Los Angeles (213) 551 1121 © Singapore 338 2250 «e Sydney (02) 231 1333 e Tokyo (03) 667 7744. 


Singapore Shangri-La. Kuala Lumpur Shangri-La (May 1985). Beijing Shangri-La (1985). Bangkok Shangri-La (1986). 
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'HE rid: culous cliché that the | 
Chinese are "inscrutable" (just wit- 
ness a minor traffic accident in Can- 
ton or Hongkon; to have this pre- 
judice swiftly erased by a positively 
Italianate crowd of shouting and ges- 
ticulating on s) must, I think, 
have been the result of pompous 



















Western merc alking to equally 
pompous anc ved members of 
the Middle. : 


Similarly, tk 
Japanese ison 
from a whole 
tions. But i 


eople suffering 
ocial inhibi- 
» apan turns 
amme, as likely 
'ated to the infi- 
z perience of 
ony column” pro- 
es the American 
positively stiff- | 
ir 1glo-Saxon. 
ir husbands for | 
book. Husbands | 
cuckolded spouse | 
wife has taken a 
— the lover is 
he cameras. The 
ssionate appeal 
o! s their weeping 
children are led o support his plea 
— whereupon the wife elects to live 
with the lover. 

Teenagers tearfully accuse their 
parents of exerting unbearable pres- 
sure on them to pass examinations. A 
daughter excoriates her parents for 
insisting that she marry someone 
picked out by a professional match- 
maker — whereupon both the match- 
maker and the prospective bride- 
groom are trundled out. Hair is let 
down, hearts are on sleeves, family 
privacy voluntarily violated and 
everything is allowed to hang out. 

A singularly unqualified team of 
adjudicators who have-cross-ques- 
tioned the characters in these family 
dramas apportion blame and doleout | 
advice — often rejected. The tone of 
such programmes is well summed up 
by this clipping from the Japan 
Times daily television guide, culled 
by Peter Hand. I suppose that a zoo- 
keeper is as suitable an adviser as any 
other in such a jungle: 

































Love Clinic 
10:00-10:51 p.m. FUJI, 
THK 


Three couples — Jerry Fujio- 
Tomoko Fujio, Kosei Ito-Kyoko 
Yoshizawa, and Noboru and 
Ikuko Nakaya — aliens as 


KTV, 


band: Jerry. is. dae. a apoie 
w child, and ropes | for 
his earl; y | 
















| 
| 
$ 
| 
| 







about .her husband's laziness. 
They get advice from con- 
sultants Hana Hajime, Masako 
Oya and Shingo Mori, curator of 
the Fukuoka City Zoological 
and Botanical Gardens. 


€ IN fact, zoo-keepers can be quite 
insensitive (at least according to an 
item in the Mainichi Daily News 
spotted by John Lytton). The staff of 
Tokyo’s Ueno Zoo have been 
stretched by a recent leap in the birth 
rate of its “Monkey Mountain” and 
the challenge of finding names for the 
numerous offspring. They've run out 
of traditionaln mes, according tothe 
report, and the young monkeys now 
find themselves labelled with such 
names as Scrambled Eggs, Oxygen, 
| Fried Rice, C bage Roll, Tonkatsu 
| (pork cutlet), Aolin, Saxophone and 
| Souzaphone. ~ 

But the zoo-k epers are apparently 
unaware that Prime Minister Yasu- 
hiro Nakasone prides himself on his 
informal, English-language relation- 
ship with US President Ronald 
Reagan — the Ron-Yasu connection 
recently renewed at Los Angeles. 
The paragraph of the report which 
really hurt read: "The zoo-keepers 
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have traditionally given names to the - 


monkeys ... such as Ron, Chiro and 
Roku, which seemed more apelike." 
Perhaps the next monkey to arrive 
should be christened Bonzo. 

* COFFEE shops proliferate in 
every Japanese city, many with 


names which defy explanation. There 
is one in the Ginza called simply | 
"God." A lounge in Osaka, photo- 
graphed by Nick Steadman, appa- 
rently aims at a certain type of trade: 





And there's M in Tokyo inel 
ted by Lawrence Taepke, called The 
Pentagon, whose motto its namesake 
on the Potomac would do well to 
emulate: 


| exactly what the headline, spotted by 
; Robin Hones, implied: 
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eN Kobe, H. G. Reid bought a Y 100: 











èe TOKYO'S Cafe Sion was visited 
Leno Piedra in response to an ádve; 
tising card which read: 





fig VR 22% ot DM $ 
Ext RS FHC, 


What ? 


"new 
oudly described itself: 


The cafe was 
pr 


open" a 



























® A RECENT story in Japan's | 
ping and Trade News, a publi 
which claims it is Br. 
of Latest Developments," 
had found Tio youny 
unmarried female office workers pt 
fer to work under women manager 
rather than men — which not 
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(40 US cents) packet of pe: anuts, : Py 
sumably the manufacturers wa 
to tell customers that the conten 
were fresh and fragrant: 
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Don Schulz bought a packet of- 
panese sliced ginger pickles evar 
teed to appeal to those w 
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An Islamic revival threatens government moves to secularise the state 





bs: 
By Susumu Awanohara 
ign 1984' when the government was 
| *de-Islamising" the last remaining 
‘Muslim political party, some Mus- 
lim commentators claimed that In- 
donesian society had been and, in fact, 
was continuing to be "Islamised." As 
one young Muslim leader put it, the 
‘powerful call to prayer each morning 


"that awakens the ummat, the commu- 
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| Official election poster: removing religion. 


nity of Islamic believers, from its pre- 
vious night's sleep — a call which is 
heard from Morocco on the northwest- 
ern tip of Africa to Merauke at the 
eastern extremity of Indonesia — was 
evidence of the Islamisation process. 

There were two landmark events in 
the history of Indonesia's Islamic poli- 
tics which took place in the latter half 
of 1984. First, theonly existing Muslim 
political coalition, tlhe United Deve- 

lopment Party (PPP), formally re- 

placed Islam with the state ideology 
Pancasila as its sole ideological basis. 
This opened the PPP up tonon-Muslim 
membership. 

Second, the largest Muslim social or- 
ganisation, the Nahdlatul Ulama (NU), 
which had constituted the biggest 
component party within the PPP, also 
accepted Pancasila as its sole princi- 
ple. Also, it cut its ties with the PPP 
and withdrew from practical politics 
— allowing NU members in future 
elections to support any of the coun- 
try's three political organisations. In- 
donesia's other two major political 
.groupings are the government-backed 


Golkar and the Indonesian Democratic 
Party, with its nationalist and Christ- 
ian roots. (Both have accepted Pan- 
casila.) 

These two events were a culmination 
of a long-standing policy which had 
been formulated by the Dutch, inherit- 
ed by independent Indonesia's first 
president, Sukarno, and carried on by 
President Suharto's New Order re- 
gime, which began in the mid-1960s 
following the countrywide anti-com- 
munist purges of 1965-66. The object 
of the policy has been to depoliticise 
Islam. It separates the political aspects 
of Islam from the religious and social, 


he new call to prayer 





discouraging the former while claim- 
ing to encourage the latter. 

Some devout Muslims still doubt 
that it is possible to isolate any aspect 
of Islam or question whether the pre- 
sent government has seriously encour- 
aged any part of their religion. The 
Tanjungpriok incident of September 
1984, when an agitated Muslim mob 
clashed with police and troops, was at 
least partly à reaction to the new de-Is- 
lamisation of the PPP and was an ex- 
treme expression of a fairly wide- 
spread scepticism. 

Others {including some devout 
Muslims) support the depoliticising of 











Showering Allah's grace 


throughout the country 


Tx 20-odd student caretakers of the 
Salman Mosque at the Bandung In 
stitute of Technology (ITB) wake up at 
4 a.m. for their first prayers of the day. 
It is still dark and remarkably chilly as 
they walk up the stairs from the dor- 
mitory to the huge, modern structure 
of Salman — a mosque which, accord- 
ing to an admirer, has “showered 
Allah's Grace” on not only the ITB and 
other Bandung campuses, but on uni- 
versities throughout the country and | 
those in Singapore, Malaysia and 
beyond. 

After prayers students take turns to 
address their own group — a training 
exercise in public speaking. The talk 
can be on any subject, but it should be 
concise and have some moral. Today, 
the talk is on Indonesia's current eco- 
nomic difficulties, domestic as well as 
external. The student whose turn it is 
mentions the effect of an oil-price cut 
on the country's balance of payments 
and advocates that "Islamic solutions" 
to the problems should be found. He is 
against allowing Indonesian women to 
go to the Middle East to work. 

It is Sunday — the busiest day of the 
week for the mosque's caretakers. 
From 6-8 a.m., most of them, along 
with other students, serve as mentors 
in a weekly discussion organised by 
Kharisma — the Salman Mosque youth 
group. Discussion is conducted in 
small groups of 20-25, each led by a 
mentor, and there are now 126 atem oov code dcl nnl 0 o TR 


The caretakers have a quick breakfast 
together as the sky brightens and the 
nearly 3,000 Kharisma youths from all 
over the Bandung area march towards 
the mosque, each with his or her own 
Koran, written in both Indonesian and 
Arabic. 

The groups spread out over a wide 
area in rings; perhaps 30 inside the 
mosque and the rest in Ganesha Park, 
which surrounds it. Soon, earnest dis- 
cussion on Islam is under way among 
| the wholesome, middle-class looking 
young people, with the majority of the 
women wearing head dresses. There 
seems to be genuine participation, and 
group members are apparently made 
to think for themselves by the mentor. 
Arabic is sometimes used, but Indone- 
sian is the main language. 

There is occasional laughter — the 
young people are obviously having a 
good time. All this is in great contrast 
to the pesantrens (rural schools), 
where the kiai, or scholar, dominates 
the class and rote learning in Arabic is 
still stressed. It is also in contrast to 
classes in most secular schools, which 
are one-way teacher-to-pupil affairs. 
"Don't you think this is beautiful? Why 
didn't you bring your camera?" a Sal- 
man caretaker asks. 

Discussions have six levels, each 
taking one school semester to finish. 
Topics covered include faith, man and 
nature, law, ritual and the right of in- 
dividual interpretation of Islam. No- 
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Islam, believing that a pragmatic dif- 
ferentiation between religion and poli- 
tics is necessary for Indonesia to cope 
with the demands of modern times. 

Whichever view is more correct. 
Islam as a religion is in the ascendant. 
It appears to have permeated the secu- 
lar schools, government offices and 
even the military, which has run the 
country since 1965. What all this im- 
plies for the future has vet to be 
worked out by both Muslims and the 
government. 

Devout Muslims — the santri — 
must be distinguished from the much 
larger number of nominal Muslims, the 
abangan. When Indonesia is dubbed 
the world's largest Muslim nation, 
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thing is stressed more than Tauhid, the 
oneness of God. The idea is that Islam 
is all-embracing and that one must 
submit to God totally, not just in ritual 
but in all one’s daily deeds. A mentor 
explains Tauhid to his group, saying 
that “there is no dichotomy between 
Islam and daily life." Every mentor 
seems to use the word “dichotomy.” 


fter the Kharisma discussion, the 
Sunday lecture, usually given by a 
prominent kiai in the Bandung area, 
follows at 8 a.m. in the mosque. But 
since it is the start of the academic year 
and there are many new Kharisma 
members, most of the youths are in- 
vited to go to a nearby ITB auditorium 
to watch a snazzy slide show on 
Kharisma activities. Kharisma aims to 
keep its members away from drugs and 
petty crime, give them a place to learn 
about God and about themselves, and 
form them into balanced individuals 
who are spiritual as well as intellec- 
tual, the slide show says. 
Salman has pioneered the great revi- 


Women in traditional Muslim dress: protest or piety? 


with more than 90% of its.160 million 


people professing the faith, both 
groups are included. Of course, it is not 
easy to say precisely what proportion 
of the 90% is currently devout (the es- 
timate is between 20-50%) and many 
Statistical Muslims are apparently be- 
coming more faithful, Yet the nominal 
and the devout do constitute two dis- 
tinct groups. 


donesia's nominal Muslims. is 
little more than a "thin veneer 
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of Arabic phrases over a Hindu- 


Buddhist-animist base.” -As well. 
nominal Muslims are often adherents 
to syncretic and mystical Javanese be- 
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val of university mosques throughout 
the country. Aside from the mosque 
caretakers, there is the Salman Foun- 
dation, made up of sympathetic pro- 
fessors and institute alumni, which 
provides guidance and financial help 
and “tries to protect the mosque from 
government or extremist provoca- 
tion.” There is also a publishing house 
putting out newsletters catering to dif- 
ferent audiences, the “mentoring” 
materials and a wealth of translations 
from international Muslim writers 
Many other campus mosques have 
emulated the Salman model, and an in- 
formal network of communication 
among these mosques has developed 
Salman has kept a low political pro- 
file, particularly after Imaduddin — a 
teacher at ITB and an activist at Sal- 
man — was detained for 14 months for 
his alleged involvement in the student 
unrest of 1977-78. Imaduddin had 
studied in the United States, toured 
the Middle East and was active in Ma- 
laysia before he returned to Salman to 
become its driving force. It was he who 


enerally speaking Islam, for In- | 





liefs. They have tended to dominate the 
New Order government, excluding the 
devout Muslims 

It is the devout group whieh seri- 
ously embraces and practises. accord- 
ing to varying interpretations, the Is- 
lamic doctrine as laid down in the 
Koran, the Hadith (the Prophet 
Muhammad's teachings) and the 
shariah (Islamic law). For hundreds of 
years, the pre-Islamic, Indic-influ- 
enced civilisation centred in Java has 
responded warily to the Islamic 
onslaught, without either party sub- 
jugating or absorbing the othe: 

Indonesia's devout Muslims, whoare 
overwhelmingly Sunnites, do not form 
a monolithic whole. There is no one or- 
ganisation or group of 
leaders that commands 
the loyalty of the major- 
ity of Muslims 

Devout Muslims are 
divided into traditional- 
ists and modernists. The 


introduced many of the 
mosque's unique teach- 
ing methods, adopting 
the tutoring svstem and 
psychological games de- 
veloped in the West. His 
^missionary-fighter- 
training programme 


once churned out Isg- 
lamic “cadres” until it 
was discontinued. In 
1978 the ITB campus 
was occupied by troops 
for three months 


Imaduddin is now back 
in the US, studving for a 
doctorate 

Sometimes politics will leave 
Salman and other campus mosques 
alone. Whether Salman, the founda- 
tion or the publishing house will have 
to pledge allegiance to Pancasila alone, 
after a bill on social organisations is 
enacted, is one of the questions which 
worries those at Salman. However, this 
is nota preferred topic of conversation 

People are surprisingly forthcoming 
in expressing their opposition to the 
government's policy on women's head 
dresses. As one Salman caretaker ex- 
plains, there were a few hundred girls 
who wanted to wear head-dresses at 
the start of the school year recently 
Facing the ban by publi hools, some 
girls already have switched to schools 
which allowed them and others have 
compromised, taking them off when 
entering school premises. But those 
who insisted on wearing them have 
been told to stay home. "These are 
bright, pious girls. They are treated 
just the same as the delinquents, who 
stole things or had street fights,” the 
caretaker said. — SUSUMU AWANOHARA 
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has been the rural pesantrens — 
—. religious boarding schools — operated 
_ by the Islamic scholars known as 
- ulamas or kiais, who are often land- 
- owners. The. pesantren is the des- 

- cendant of the Hindu-Buddhist mon- 
- astery and thus tends to be syncretic 
— im its teachings of Islam. And the 
- ulama, who replaced the monk, is 
— prone to accept the interpreta- 
- tions by his seniors on matters of 

. doctrine. 

— The modernists, inspired by an Is- 
- lamic reform movement in Egypt dur- 
- ing the late 19th century, contended 
— that traditionalist Islam had for too 


4 
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| centre of traditionalists’ 





_ long been mired in a world of stagna- 

tion and superstition. They advocated 

- a return to the purity of the Koran and 

Hadith and an extended acceptance of 
ijtihad — the right of individual in- 
= terpretation in religious matters — to 
— show that Islam was consonant with 
- material and scientific progress. The 
modernists, representing the urban 
- business class, have pursued non-re- 
fous sciences in Western-type 
—— schools, as well as establishing health 
and charitable services. 
The NU and the Muhammadiyah, 
- another large Muslim social organisa- 
tion, are identified as the current in- 
— Stitutional expressions of traditionalist 
and modernist Islam, respectively. 
Masyumi, the banned Muslim political 
party, was another modernist stand- 
ard-bearer. 
But there is a large body of unor- 
ganised Islam which is outside the con- 
- A trol of the NU or Muhammadiyah. It is 
here, among the diverse, splintered 
| groups, that the Islamic upsurge in In- 
donesia is felt most strongly. 

Islam has been gaining strength in 
recent years, despite the spread of 
Christianity in some areas, the govern- 
ment's encouragement of Javanese be- 
liefs and the general wave of seculari- 

sation accompanying economic deve- 
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everywhere; nearly every major build- 
ing has a prayer hall and every large 
office a prayer room — they are fre- 
quently full. The popularity of religi- 
ous lectures on the radio, numerous re- 
ligious publications and the pengajian 
— private religious instruction — 
suggest that curiosity about Islam is 
increasing. More people are going on 
the Haj pilgrimage to Mecca, and pay- 
ing the zakat tax for the benefit of the 
poor. 

The increased need for guidelines 
which can order, explain and give 
meaning to an otherwise confusing set 
of events brought on by rapid social 
change, has perhaps caused this Is- 
lamic upsurge. The religion has capti- 
vated many in the absence in Indonesia 
of powerful, competing ideologies: 
Marxism is banned; Christianity is not 
widespread, and Pancasila supposedly 


T he young people who spearhead the 


Islamic revival in Indonesia have 
rejected the established national in- 
stitutions. The revival takes place 
largely in the campus mosques and 
among the mosque youth groups. Some 
social organisations also provide room 
for the resurgent Islam. ; 

The Islamic revival is mainly modern- 
ist in its approach in the sense that 
those who lead it call for a return to the 
Koran and the Hadith (the traditions 
of the Prophet). Critics claim that 
many of them are rigid "scripturalists" 
and are susceptible to extremism, 
similar to that which has rocked Iran. 
Some groups are trying to go beyond 
their modernist mentors in achieving a 
more satisfactory reconciliation be- 
tween Islam and modernity — thereby 
incurring the mentors' wrath. There is 
a strong desire in all groups to put the 
social teachings of Islam to practice. 

The United Development Party 
(PPP), the country's only Muslim poli- 
tical coalition which has recently 
dropped Islam as a founding principle, 
has never appealed to idealistic young 
Muslims. And neither has the Nahd- 
latul Ulama (NU) nor the Muham- 
madiyah — two of Indonesia's largest 
Muslim social organisations — com- 
manded a majority of devout Muslims. 
But the popularity of these organisa- 
tions has waned even further, and 
rapidly. There is a feeling that party 
politics is a sham and that the PPP has 
sold out completely. Many young Mus- 
lims think the NU is bending over 
backwards to please the government. 

In addition, these and other large 
Muslim organisations have failed to 
fulfil the intellectual needs of better- 


educated young people. As one expert, 


205 ^ ee ee 


2 - dtr Ane" 


wa S " A E "^ | ^" > hine NN > i ue. 4 RO AA £, EEN 
Mosques ave sprur ng up Iis 9v te ry nature P imorp ^ is. and 







fails to excite the seeker. The mission- 
ary activities of various Muslim indi- 
viduals and groups obviously also has 
contributed to the upsurge, as has re- 
ligious education in the public schools, 
which is for the first time reaching the 
masses. 





tri — literally meaning pupils of 

pesantrens — have gone on to re- 
ceive secularised higher education is 
an important factor in the Islamic up- 
surge. By becoming recognised profes- 
sionals or national figures, sometimes 
joining the government, these santri 
have helped to boost the pride and pre- 
stige of the Muslims generally, to alle- 
viate the paranoia of some fanatic Mus- 
lims and to ease the traditional ten- 
sion between Islam and the government. 


The success of the oil-rich Islamic 
"oes 


S ome feel the fact that many san- 





Revival and radicalism 
among the young: 


Taufik Abdullah of the National Insti- 
tute of Economic and Social Research 
wrote: "The large organisations can 
still be trusted, among other things, to 
collect and distribute religious alms. 
Their concern for the poor is widely 
shared by the youth, but the latter also 
want to es me meaning of the con- 
cern.” Another commentator wrote 
that young people were interested in 
the *social origins of poverty." 

Thus, in studying and practising 
Islam, young people have had to rely on 
their own ability — and have rather 
liked the experience. It was exciting, 
for example, to expand horizons by in- 
viting people from other traditions or 
by participating in their programmes. 

Quite naturally, the country's uni- 
versity mosques, enjoying the relative 
freedom of the campuses, became 
centres of Islamic activities, supple- 
menting what was considered to be in- 
adequate religious education in the 
formal curriculum, organising daily as 
well as Friday prayers and engaging in 
various social work. 


O utside the, universities, mosque 
youth gröups proliferated, also 
enjoying a surprising degree of free- 
dom. A new mosque is usually set up 
through the good offices of local nota- 
bles and is handed over to a manage- 
ment board. Board members, being 
busy men, will often leave the actual 
running of mosque programmes to the 
mosque's young believers, who are or- 
ganised or approved by the board. As a 
result, some of the mosques are entirely 
under the control of young people and 
have become hotbeds of radicalism. 








Middle Eastern countries and theirin- | ti 


creased prestige in the world commu- 
nity since the early 1970s when they 
took control of their petroleum indus- 
tries, has encouraged many Indone- 
sians to rediscover Islam. The Iranian 
revolution has also served as an inspi- 
ration for a small segment of In- 
donesia's Islamic community. 

In the early years of the New Order, 
some people felt compelled to send 
their children to Muslim schools in an 
effort to demonstrate that they had no 
affiliation with the communists — tens 
of thousands of whom were killed dur- 
ing 1965-66. More recently, the mos- 
que became a centre of social and 
quasi-political ac- 
tivity by students 
and other young 
people, as these ac- 
tivities increasingly 
came under the con- 


Jakarta, is one 
example. An obser- « 
ver recalls that it. 
had been attended 
mostly by old peo- 
ple, including re- 
tired generals who 
live in the area. 
Then the mosque 
board decided to 
form a youth group. 
As elsewhere in In- 
donesia, the young 
people came to the 
mosque to fil a 
spiritual vacuum in 
their lives and creat- 
ed a wide range or 
activities, including sports competi- 
tions and excursions. Lecturers had to 
be those who could interest the young 
people, and sometimes they spoke on 
political subjects. 

The goverment's charge that this is 
misuse of a place of worship is not ap- 
propriate, the observer said. The young 
people come to the mosque to find out 
more about religion, about life and so- 
ciety, and discuss things among them- 
selves, as is required in Islam. It was 
only as a result of this dialogue that the 
youths were made conscious of the 
many undemocratic practices of the 
government, he said. 

The Islamic revival in Indonesia is 
creating groups of religious fun- 
damentalists and political radicals. 
The banning of kerudung and jilbab 
(women's head-dresses) in state-run 


schools, and the Muslims' determined | 


opposition to the ban may be indica- 
tions of this trend. The government de- 
fends the ban, saying that the schools 
have uniforms which do not include 
head-dresses, but many Muslims, citing 
the scriptures, retort that head-dresses 
are obligatory for all Muslim women 
and that the national constitution al- 
lows the schoolgirls to wear them in 
addition to their uniforms since they in 
o way disturb non-wearers. 
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' the authorities. Some children 
and young people have become agents 
of the Islamic revival, regardless of 
their, or their parents', original inten- 
Lions. 

The Muslims have not agreed among 





themselves on a common strategy for | 


their future struggle and, given the na- 
ture of Indonesian Islam, a consensus 
is not likely anyway. But if the govern- 
ment is suspicious of Muslim inten- 
tions, or fears that an Islamisation of 
society will inevitably lead to a de- 
mand for an Islamic state, it may not 
stop at depoliticising Islam. 

On the other hand, the government 
may believe the country's Muslims will 


Some government officials feel that 
the head-dress issue is being exploited 
by militant Muslims for political pur- 
poses, while some Muslims see it as a 
symbol of the government's repression 
of Islam. The officials fear that the 
widespread use of the head-dress is an 
Iranian influence, while the Muslims 
claim it is simply a sign of a deeper 
knowledge of Islam, of Islamisation of 
Indonesia. 


Av with religious fundamental- 
ists, there are the more political 
youths. These semi-intellectuals, who 
feel their talents are being wasted, are 
being radicalised. Often, they are only 
incidentally Muslims and use Islam to 
achieve their political goals. But Islam 
appears to them as a self-contained 
ideology which addresses their prob- 
lems and frustrations. The main com- 
plaint of this group is that the present 
regime has not been as successful in 
development as it claims and that the 
results of development are not fairly 
distributed. These believers somehow 
manage to leap to the conclusion that 
true Islam will eliminate all injustice 
and solve all problems. 

Experts say many of the fiery orators 
who incited their congregations to at- 
tack an army command post in the 
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not try to establish an Islamic state but 
only attempt to create an Islamic sócie- 
ty among believers, while continuing 
to support the secularly oriented but 
legitimate government. It may then 
work out a modus vivendi with’ the 
ummat, providing, among other 
things, appropriate channels to reflect 
Muslims’ views in national politics 
One thing that the government will 
certainly insist on is that Islam in In- 
donesia should be developed and prac- 
tised in the context of the national cul- 
ture. This will not be an easy course, as 
the very nature of Islam makes it dif- 
ficult to curb all internationalist ten- 
dencies. 





Tanjungpriok port area last Sep- 
tember fall into this category. In their 
lectures, they attacked the govern- 
ment's Pancasila policy, the PPP for 
succumbing to it, President Suharto, 
the army, the Chinese and the Christ- 
ians, and told the crowd that if they 
were killed that evening, they would 
become martyrs and go to heaven. 
Iranian influence on Islamic youth is 
no longer ruled out. The standard view 
had been that Iran's Shia Islam is so 
distant from Indonesia's Sunni variety 
in theology, laws and institutions that 
any danger of the Iranian revolution 
being imported to Indonesia was close 
to nil. It was also pointed out that In- 
donesia's development has been much 
more successful in reaching the coun- 
tryside and creating an urban middle 
class. But frustration is accumulating 


| among Indonesian Muslims, and Iran 


is seen by some as a progressive and 
revolutionary expression of Islam 

The country's Islamic youth also see 
certain similarities between their re- 
gime and that of the shah in Iran. Dis- 
respect for democratic processes, use 
of minorities in the security apparatus 
and the glorification of pre-Islamic 
symbols are mentioned as parallels 
among the two countries' situations. 
Reports say Indonesian Muslims are 
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-educated Iranian rev- 

y iong Indonesian stu- 
d young intellectuals is an in- 
on of the Iranian influence. So 
six collections of Shariati's writ- 
s, including Marxism 
tern Fallacies and Duty 
ellectuals, have been 
















youth groups. 

; quotes from Plato, Martin 
eideggerand Erantz Fanon (to men- 
ion a few), argues in a powerful 











m and éxistentialism are both 
rupt. He attacks the Islam of the 
to-do and corrupt ulamas and 





dernity. As one translator noted, 
riati does not like the status quo 
yanises people. He teaches con- 
"that “Muslim intellectuals 
a meaning and a function 





y among the masses, informing. 
i, guiding them and carrying out 


.a better Islam," the trans- 
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as rebelled against the large or- 
tions and taught them that their 
f Islam were not being taken for 
ted. It was more than 10 years ago 
[a group of young Muslims, with 
ong backgrounds as student ac- 
ists, advocated a "secularisation of 
"without becoming secularists." 
ed by Nurcholis Madjid, the group 
sued that excepting some core be- 
s, all teachings of Islam should be 
eviewed to adapt to the changing 
nan condition. — 








































he adamant refusal of Islam to dif- 
ferentiate religion from politics and 
elief from knowledge, had pushed 
am tothe fence politically, and made 
ess responsive, ideologically, to the 
mands of modern times, the moder- 
es maintain. The group pointed 
learly to the need to separate church 
and state. | 
. It followed that the personal affir- 
mation of Islam need not imply sup- 
port for an Islamic political party. 
` Some argue that Islamic norms should 
continue to influence the broad ethical 
values of society, without Islam be- 
oming a political force. Others want 
Islam to be merely “inspirational,” not 
legal nor even normative. Interest- 
ingly, Abdurrahman Wahid, the 
new chairman of the staunchly 
traditionalist NU, has been a propo- 
nent of this secularisation movement 
— which its adherents now admit may 
have been a misnomer. ~ | 
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onesian by activist- 


style and proclaims that | 


y when they place themselves con- | 


h them a revival towards a better. 


One thing the fundamentalists and. 


| has no religious affiliation, - 
despite its limitations — that Islam as 


udes that a purified Shia Islam | 
ains the answers to problems of. 









expressed by the large Muslim organi- 
sations has been useful in preventing 
the excesses and side-effects of deve- 
lopment, such as prostitution, gambl- 
ing and misguided family planning. He 
also believes the rural Muslim board- 
ing schools, or pesantrens, to be flexi- 
ble institutions through which the 


the pesantrens are superior to formal 


slam in Indonesia has been put on the 
defensive ever since independence. 


"The secularist and non-Muslim ele- 


ments in power were wary of Islam's 
theocratic impulses and tried to curb it 
with the over-arching principle of the 
state ideology, Pancasila, which was 


designed to hold the country's diverse 









- the 1945 constitution. 


population together. 

The relationship between Islam and 
Pancasila — which advocates a belief 
in God, humanitarianism, national 
unity, consensus democracy and social 
justice — was already the subject of an 
intense debate in the drafting of the 
constitution in 1945. In a proposed 
preamble to the constitution — a 


formulated as belief in God "with the 
shariah {Islamic law].' 
To the chagrin of its advocates, the 


obligation for Muslims to practise the | 





quoted phrase — which already repre- | 
sented a setback for those who had | 
wanted an unconditionally Islamic | 


constitution — was dropped from the 
final version of the preamble. The com- 
plaint against the phrase was that it 
could imply a replacement of civil 
codes by the shariah, thus involving 
the state in the implementation of Is- 
lamic law. | 

Islam was pitted against Pancasila 
during the Constituent Assembly, 
which was to draft and approve the de- 
finitive constitution for Indonesia 
after the general election of 1955. The 
Darul Islam revolts in Java, Sulawesi 
and Sumatra at the time, whose com- 
mon cause was to establish an Islamic 
state, sharpened the assembly deliber- 
ations. The two sides advocating on the 
one hand a state under Pancasila and 
on the other a vaguely conceived Is- 
lamic state were deadlocked until then 
president Sukarno abolished the as- 


sembly in 1959 , declaring a return to 





The pow 


els — 





preamble which has come to be known |. 
on itsown asthe Jakarta Charter —the | 
first of the five creeds of Pancasila was | 
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each to problems is in- 
adequate. . This’ approach only 
examines ‘whether something is al- 
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litical party, Masyumi, which had ar- 
gued foran Islamic state and de- 
manded that the-phrase concerning the 
shariah in the Jakarta Charter be 
reinstated:in the 1945 constitution, 
was banned in 1960 for supporting a 
regionalist rebellion in Sumatra. Many 
of the party's leaders were detained by 
Sukarno...... 

The political Muslims, who had 
taken part in the purge of alleged com- 
munists and other leftists following an 
aborted communist coup of 1965, wel- 

lew Order regime, with 
ations for themselves. 
n disappointed. Former 
ers were gradually re- 
y on condition that there 
urther debate on the fun- 
hciple of the state. 




















to revive Masyumi was 
strated. The government 
or a political party rep- 
jdernist Islam, alongside 
alist. Nahdlatul Ulama 







ments cou netrate the new party: 

Although cornered, the militan! 
Muslims in the late 1960s tried onci 
again, unsuccessfully, to give lega 
force to the shariah phrase in the 
Jakarta Charter. They also aimed at 
piecemeal adoption by the state of Is 
lamic law: by vigorously supporting : 
general-marriage bill which wouk 
have allowed different religions t 
have separate marriage laws. Sec 
ularist and ‘non-Muslim forces de 







iders to sto 
ic stat 








vated by Islam at the core and try to ex- 
press it creatively, but we can and do 
work with Christians and people of 
other faiths.” His Development Study 
Institute works with landless farmers 


and urban informal-sector workers. | 


promoting self-reliance and bottom- 
up development “so that the poor will 
not accept poverty as fate.” 

Moderate Muslim leaders often criti- 
cise the fundamentalists as "neo- 
Masyumis,” after thei political party 
which advocated an Islamic state in 
the 1950s and contributed to the sub- 
sequent stagnation ' of Indonesian 








Islam. The moderates are impatient at 
the alleged slothfulness of the fun- 
damentalists who keep insisting that 
the reign of Prophet Muhammad and 
the subsequent four righteous caliphs 
are valid models for today's Indonesia. 


The fundamentalists' criticism of the | 


secularisation school ranges from mild 
disapproval of its misleading name to 
the accusation that it is kafir — infidel. 
The school is also suspected of har- 
bouring political ambition. By picking 
a fight with the former Masyumi 
ideologues, the group is trying to con- 


vince the regime that it has fallen into | future direction. 





line and can be trusted to lead Indone- 
sian Islam, critics say. 

In turn, some of the socially oriented 
groups are accused of regarding Islam 
as an adjunct and a tool in the pursuit 
of their own political goals. The critics 
feel these groups often manipulate 
Islam to rationalise precepts which are 
outside Islam. 

The dialogue tends to become in- 
tense and emotional, but it is no use 
simply clamping down on it, It must go 
on in a controlled way if Indonesia is to 
achieve a more solid consensus on its 
— SUSUMU AWANOHARA 
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practically disallowed to contest the | of Pancasila were derived from native 


with Islamic precepts, thus working 
towards a gradual Pihistin of so- 
ciety. 

But the government did not ease up 
its pressure on Muslims: In 1973 it car- 
ried out a "simplification “of the poli- 
tical party system, merging the NU, 
Parmusi and two other minor Muslim 
parties into the United Development 
Party (PPP). Significantly, the govern- 
ment deliberately avoided,any refer- 
ence to Islam in the PPP's name. 

The four component parties of the 
PPP were told to divest themselves of 
their political identity and eoncentrate 
on  socio-religious 
activities. The PPP 
was to become not : 
just a federation but 
a fusion of the four 
component parties. 
In fact, it has been 
forever split along 
old party lines. 
Nonetheless, the 
PPP obtained nearly 
30% of the votes cast 
in the 1977 and 1982 
elections, against 
heavy and often un- 
fair odds. 

Also in 1973, the 
government intro- 
duced another mar- 
riage bill, which 
this time had a dis- 
tinctly civil cast and, 
according to many 
Muslims, threaten- 
ed to undermine 


TC 


- SAM 


the role of Islamic law and courts. | following their example, 


In 1978 the government introduced 
guidelines on Pancasila and tried to in- 
stitutionalise Javanese mystic beliefs 
by including them in a sort of super- 
law. The Muslims saw the first move as 
an attempt to elevate Pancasila from a 
basis of statehood to something which 
also regulated individuals' lives and 
the second move asan attempt to alien- 
ate nominal Muslims from the devout. 
In unprecedented defiance, the NU 
wing of the PPP walked out of the as- 
sembly where the two moves were 
being debated, and the rest of the PPP 
abstained in the final vote. 

Those PPP members who rebelled 
against the government in 1978 were 











' conflicts once and for 


1982 election. After the election, Presi- 
dent Suharto elaborated on his belief 
that pledges of unqualified loyalty to 
Pancasila by all groups was necessary 
to end ideologically based political 
all, and he 
wanted the political organisations to 
lead the way. 


he government-backed functional 
group Golkar and the Indonesia 
Democratic Party (PDI) were already 
based only on Pancasila. The "re- 
formed" PPP found little difficulty in 


prem B in Jakarta: a fusion of parties. 


but the 
party's decision to drop Islam as its 


Javanese values was an added worry 
for the puritans among Muslims and 


| Christians. 


The Tanjungpriok incident in Sep- 
tember 1984, in which radical Muslims 
fought with police, revealed that 
underneath the surface calm, serious 


polarisation of opinion had resulted 
| from the government's Pancasila po- 


ideological basis had to be formalised | 


in a national congress, which had 
never been held during the years of the 
PPP's existence. The congress was held 
only in August 1984. 

As it became clear in 1983 that the 
government also wanted all social — 
including religious — organisations to 
adopt Pancasila as their sole principle, 
great concern was expressed not only 
by Muslims but by Christians as well. 





These groups feared that Pancasila | 


was now impinging on social relation- 
ships — a domain considered by the re- 
ligions to be their own. Suharto's re- 
peated suggestion that the five tenets 


licy. But the government was not about 
to compromise, and it tried a little 
harder to explain that Pancasila would 
never replace nor threaten religion 
| and, on the contrary, it was Pancasila 





which would safeguard religious inde- 
pendence and guarantee harmony 
among the religions. 

As parliament resumed debating the 
new bill on social organisations after 
the traumatic Tanjungpriok incident 


| — which will legalise the Pancasila- 


as-sole-principle policy for them — the 
Catholic Council of Vicars and the 
Council of Protestant Churches for the 
first time expressed support for the po- 
licy. The Council of Ulamas, which re- 
presents Muslims, was also more in- 
clined to support the Pancasila policy, 
though it still reflected the concerns 
and indecisiveness of such organisa- 
tions as the Muhammadiyah. 

— SUSUMU AWANOHARA 
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in more open coun- 

petal aaa usually treat the 
spect of a group tour with some- 
akin to glee. A big “jolly” round 
: exotic place such as Uzbekistan 
et, with meals laid on and plenty 
in the genial company of one’s 
as and friends, induces a sense 
greeable passivity. 
Hi travel arrangements are looked 
Nr by the authorities, hotel rooms 
“booked well in advance, coaches 
minibuses are laid on more or less 
ally. High-ranking provincial 
e wheeled out for press con- 


e warned not to stare at or 
foreign journalists. Visits to 
nes 6r kolkhozes alternate with 
or. factories, meetings with col- 
minorities and tours of hospi- 
; and kindergartens. Operas or 
g-and-dance programmes are laid 
the evenings. à 
iy is it, then, that TE tours so 
;.end in rancour and bad feelings, 
between the correspondents and 





g the journalists themselves? It is 
known fact that human beings 
ling in groups often become re- 
ced to their lowest common de- 
inator of behaviour, while their 
l and emotional age reverts to 
of their early teens. 
sometimes a tour breaks down into 
wer-bloc groups, with Americans 
anting to do this or that, West Euro- 
jeans insisting on something else, East 
European correspondents keeping a 
low profile but missing nothing, and 
the Japanese haring off with their own 
interpreter to cover something of spe- 
cial Japanese interest. 

All things considered, the frictions 
ithin the group are usually manage- 
able. One recalls certain memorable 
instances, such as a North American 
correspondent “calling his Yugoslav 
colleague “a sycophantic greaseball in 
an electric suit.” Or an Albanian refus- 
ing to join in a Briton’s toast because 
Albania reckons Britain still owes it 
































journalist paying extra to sleep in 


and banquets, and the local. 


officials: accompanying them and. 


war reparations. Or a Scandinavian | 


iang Qing's bed, only to find it was the. 
g bed 










2 incisive eek. In this, they 


The real friction is between the cor- 
respondents and the. local officials, 
especially those the provincial 
waiban — foreign affairs department 
in China — and: juivalent in the 
Soviet Union. Officials from the 
Foreign Min e capital usually 
understand: es' professional 
demands an jent frustrations. 
They convey the impression of being — 
at least to some extent — on the corres- 
pondents side. © | 

But as the tour progi esses, more and 
more local officials join the tour: a 
couple from the provincial capital, 
security men in a Separate minibus, 
local guides 











ession is nearly 
ody. journalists in- 

sa feel boxed in and are shown 

only model institutions where every- 


thing has been carefully tidied up for 


their visit; the local people told what to 
say when interviewed, and the whole 


, performance quite stale after having 


€ In a difficult reporting sphere, 
when it isa means of pushing at 
the frontier of information, a 
tour is better than nothing. But 
everyone who goes on them 
should remember that their 
function is more one of control 
than of enlightenment.9 


been put on dozens of times before for 
other visitors. | 

Then — in China, at least — comethe 
famous green-tea sessions, the "brief 
introductions" at which an office- 
bearer gives data on the regional econ- 
omy. A ritual part of this is to prove 
how badly things went under the pre- 
vious leadership of the communist 
party and how swimmingly they are 
going now. Previously, it was before 
and after the Great Leap Forward of 
the Cultural Revolution (“after,” of 
course, being invariably better than 
"before" ). 

Group tours for journalists raise 


fundamental questions — and they are | 


not confined to countries where news 
management is routine. In any coun- 
try, there are likely to be certain events 
— such as the Falklands war — that 
have to be covered on a group basis, 
with considerable restrictions on the 
freedom of all the reporters. 

Many journalists despise group 
tours, handouts and "press-kits," re- 
garding them all às attempts to muf- 









| hacia and before that was based in 



































































cannot be visited except by groups. 

Like accusations of "speculation," 
group-tours for journalists are often 
seen as a sophisticated means of isolat- 
ing them in practice from normal per- 
son-to-person, unsupervised conver- 
sation, which is the essence of good re- 
porting. In a difficult reporting sphere, 
when it is a means of pushing at the 
frontier of information, a tour is better 
than nothing. But everyone who goes 
on them should remember that their 
function is more one of control than of 
enlightenment. | | 

Farce apart, these slade-muandpod 
tours are useful. To have 30-odd pro- 
fessional news-getters worrying at 
challengingly intriguing topics for a 
week usua is some nuggets of 
insight or fact. And at the least, any 
travel outside the capital city bestows 
useful knowledg f basic geography, 
climate and population. As the Chinese 
say, to see something once is better 
than to hear about it a thousand times. 

Usually the press group has an idée 
fixé which«it- wants. to gratify and 
which brings its members into conflict 
with local officialdom. It may be the 
contracted 'espohsibility system 
which is claimed. to be transforming 
China's agriculture. Or it may be 
labour camps, the sta 
monks, or te ;oints along the Soviet 
or Vietnamese border. 

Less sophisticated than their col- 
leagues from the Foreign Ministry, the 
local waiban are usually chary of 
showing anything which indicates 
conflict or dubious policy in their 
bailiwick. And by contrast with the 
early 1970s, when the late premier 
Zhou Enlai's writ ràn everywhere, the 
Foreign Ministry has little power to 
sway actions of provincial officials. — 

The most characteristic behaviour of 
petty officials in both China and the 
Soviet Union is their addiction to 
lying. In any totalitarian society, the 
lie is a standard survival kit. Everyone 
knows when the bureaucrats are lying. 
but since they control the press and all 
other media, what point is there in 
challenging the lies — and risking 
one’s career, freedom and possibly life 
by doing so — merely to please day- 
tripping foreigners from Peking. 

more persistent of the corres- 
pondents usually tote up the figures 
they have been. given, n heck informa- 




























David Bonavía í is the Review s special- 


ist writer on China. He was formerly in 
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z The middle. manager is the vital 

|| link in any: management team. 

. The stronger he is, the stronger 
the company. 
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-criticised by provincial officials for || 
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For further information, 
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The Program Director 
Basic Management Program 
Asian Institute of Management 
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MCC P.O. Box 898 
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Program duration dates: 


February 25 to March 22 
May 20 to June 14 

August 12 to September 6 
er 11 toD December 6 





























b pert Overseas -— 
foreign architeets who on 19 
were to inaugurate Great 


turi ‘involving initeliuctadl rather than financial 
to revolutionise the ‘country’ s architecture 


dicebowl" ‘ob at | 
) of Architectural | 


Architects and Engineers Inter- - 


















which is claimed to be 


ng firm. 
Earth isa combination of pat- 
(on the part of its two Overseas 
* partners and leading Hong- 

hitect Tao Ho, also a partner), 
riae i and official DUE It is 





Relations End Trade because it 
oreign (including two non- 

x Canadians): and local 
iners, but its only capital is brains 
than cash. It calls itself a profes- 
firm as well as a public-welfare 
ion. Funding for the latter 
me from half its profits (which 
ers hope will accrue from pro- 
| China) which are to be set aside 
rust fund. 





Carl Goldstein in Taipei 

ánternal report by the Taiwan 
overnment's Council for Econo- 
:. Planning and Development 
i PD), which recommended the 
naintenance of trade, shipping and air 
ks between Taiwan and Hongkong 
ler 1997, was quickly disavowed by 
icial spokesmen after it was leaked 
¥ the press. But observers said the 


wan may be laying the groundwork 
or an eventual decision to emphasise 
economic over political considerations 
ien Peking reasserts its sovereignty 
er Hongkong in 12 years. .. 

The CEPD report urged Taiwan to 
onduct trade with Hongkong through 
ivate companies incorporated in the 
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pisode nonetheless indicates that 
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inter national de 
capital's Diaoy 
“Of the total 7 
space put up i 
83, one-eigt 
lapsed or to } 
That is becau 





advisory à sei ces and dod for 
rural development, explore ways to 
improve and industrialise the produc- 
tion of building materials available in 
China (weather-proofing bricks with 
fibre-glass and chemicals, for in- 
stance) and finance research and deve- 
lopment of rural architecture and com- 
munity planning. It will derive income 
— profits are uncertain and, according 
to its magnanimous foreign partners, 
not the Dn objective — from core 





ei disavows a leaked report’s recommendation that the 
overnment should maintain links with Hongkong after 1997 


Taiwan-registered. companies openly 
doing business in a communist-con- 
trolled territory. It also said the gov- 
ernment should allow air and sea links 
with Hongkong to continue after 1997 
because of their important role in 
Taiwan's international trade. 

Both points directly contradict the 
ruling Kuomintang's long-standing 
policy of rejecting all contacts with 
Peking. The official position on the 
Hongkong problem is that all ties will 
be broken off when the British terri- 
tory becomes a part of what Taiwan 
itt erritory," or rthe 





The first news account of the CEPD's 
E s large. cire the China Times, 
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enable os vir ial goverhment to 
save some US$100 million. It is already 
engaged in another feasibility study — 


for a new university near Peking, 


which will specialise in law and poli- 
tics. 

Shou sees Great Earth as an oppor- 
tunity to be'a free architect, unencum- . 
bered by bur RUCTREY, and to find true 
job satisfactii : 
“There is 1 
Chinese arċ} 
chitectural 
ministratói 
sion do no 









think the ony. way viedo this; is by usar 
cheap materials. As a result, some real- 
ly bad mistakes E ids made." 
Shou hopes he cz 
clients in China i i 
sign and plannin n I visited th 
United States in 1981, the a that 
struck me was ho backward. | China | 
was in the. 
said. One o: 
f ailure to co 
















notene waned muti it on a Tianan- o 
men, so that was that.” . n 





council had 
dations. L 
study; which was a 
pared by its economic research depart- 
ment, came as one of the first concrete 
signs that Taiwan may be preparing à 
approach ‘to the Hong- © 
kong question should conditions war- 
rant. However, the untimely release 
appears to have embarrassed the gov- 
ernment, and the rapid disavowal indi- 









| cates that Taiwan is not yet prepared 
| to go beyond its official posture. 


The study, entitled The Problem of 
Hongkong’s Return te the Chinese 
Communists, was an attempt to 
analyse what effects Hongkong's 
change of status will have on Taiwan. 
| Hongkong is Taiwan's third-largest 
Bue. dns be ind 9nly the US 
d carrier 
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DEREGULATION 


US-style decontrol 
not take off overseas 


ore than. six years after deregulation of civil 

M ev Was spawned in the United States, al- This FOCUS was written by Michael Westlake 
lowing carriers to,charge what fares they like and in Hongkong, with Paul Handley in Jakarta and 

to fly any routes they choose within the US, there is stil] Charles Smith in Tokvo 

much argument as to whether the benefits have outweighed | 

the disadvantages. There is even more argument about how 








— or even if — a similar opening of civil aviation to free- market with a minimum of bureauc! 

market forces could or.should be applied to the inter- also be able to do it easily if they so wished, inst M 
national arena. But even,a cursory look at the way dere- forced to accept subsidies on uneconomic rou lesi 
gulation has worked in the US indicates that it could nated as essential 

not be applied in the same way overseas. All well and good; it is diffi ) al iti 


concept intended to boost efficiency, remove sub- 
sidies sourced by taxation and lower the cost ol 
air transport for the customer. To be fair to Kahı 
and other deregulation proponents, many nega 
tive effects which emerged and were attri 
to the new system were nothing to do with decon- 
trol. Its first few years were overlaid with the re- 
cession, an air-traffic controllers strike and a 
huge increase in fuel prices, all of which made 
nonsense of US airlines' market projections — on 
which they had based their purchases of massive 

ly expensive new aircraft. Hence many of th« 
causes of the economic chaos in aviation over the 


Deregulation was forced upon an unwilling 
industry in the US by economist Alfred Kahn, 
head of the US Civil Aeronautics Board (CAB) in 
the Jimmy Carter administration. He and other 
theorists believed passengers would gain 
through airlines having to become more effi- 
cient because of increased competition. Fares 
would drop because they would be related to 
costs instead of being set according to the de- 
mands of the least-efficient carrier flying a 
particular route. Airlines would have the free- 
dom to match their routes to changes in the 
market. New airlines would be able to enter the 





Kahn: all right in theory. 
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J )een D perra in several stages, pt 
the all-in- -one removal of A 

















S y about er fare wars are Justo 
| will be supplanted by a loss of conve- | 


s. The retreat pushed: so much equipment into the pos . 
hand aircraft market that “upstart airlines” were able 







: i: concemed In the case of civila avalo the reluctanee 
ms even more marked than in the field of banking and fi- 
e. The Japanese Ministry of Transport (MoT) began 

ies last summer on the eventual liber alisation of the | 






chil ai: at two or more ore in sen The | 
By s main LAE en for a new J EE: aviation po- | 


early 1990s — which may be another way of saying. idt 
never happen at all. 
One of the factors alleged to be holding up deregulation | 
Japan is the extraordinary congestion at Osaka Interna- | 
1 Airport and to a lesser extent at Haneda, the domes- 
port for Tokyo. Until the present Osaka airport is re- 
d by the projected New Kansai International Airport, 
which work starts next year with a targeted completion 
6 of 1992, it will be literally impossible for the govern- 
nt to sanction a single additional flight out of the Kansai | 
area, which ranks as the second most important destination | 
in Japan. 
"The constraints at Kansai represent a major physical | 
arrier to the adoption of more flexibile civil aviation | 
olicies in Japan, but they are certainly not the only prob- | 
lems bothering the MoT. Less tangible, but more wor rying, | 
is the question of what would happen to the country's two | 
mestic airlines, All-Nippon Airways (ANA) and Toa | 
Domestic Airways (TDA) if JAL were allowed to fly any- | 
where it liked inside the country. | 
The rigid controls on domestic Japanese airroutes, which 
limit JAL to carrying passengers between five major cities 
while allowing ANA and TDA to fly both local and trunk 
routes, have been the target of frequent attacks by JAL ever | 
since the present demarcation lines were laid down in an 
MoT policy statement in 1972. JAL argues that the present 












ANA on some of ine fastest-growi ng local routes in the 


n by the pedis ipo pecie oft je new airlines ower 
costs and fares and partly because. of fare wars among 
^ themselves. 






iu s, direct routings, a restriction of choice |: 
"€ s. The passenger's short-term gain becomes; P 
oss. - || the whole truth. 







t country (such as the Tokyo-Ka 
i. more than 1 million passeng 
© three airlines to compete o 
^ against capacity ceilings: How 


“mission to start scheduled int 
-tion to the handful of interna 
> fly at present. The Japan Air Li 
was established in 1951 does not 
j| national flights by other Japar 


| p J AL as the country! j 









| that the struggle is not worth waging. 


in August 1983 and was originally di 


j| aviation authorities which has so farnot been fo sone 
ystem is unfair, because it provides for a virtual monopoly | | | 






speech that “it's an ill wind that b 





US officials at the CAB — itself now - defunct, with its 


" regulatory powers removed by its own hand and its remain- 


ing bureaucratic functions subsumed by other government 


bodies — publicly at least proclaimed this process as an in- 
 evitable and ultimately beneficial shakeout. Some even 
proudly pointed out that about 100 new aírlines had started 


operations as a direct result of der cR an — true, but. not 


The whole truth is in fact diffieult: to determine, partly 


because the facts themselves are changing day by day but 
_ also because many of the facts and their causes are open to 


terpretation. However, the general picture seems to be 


“reasonably encouraging as the recession recedes -— though 
"whether this is a long-term recovery or whether there will 


te whichattracts 
hile forcing all 
es that are up 
also has its grie- 








vances against the present syste 
ANA has been lobbying the go 

























However, a “cabinet unders’ 



































fesults at boner as 5 J AL S sen ya bopis its domestic ser- 
vices, but neither airline seems to have concluded from this 


In November 1984, ANA finally sueceded in winning 


z MoT approval for a limited number of:charter flights to 
Honolulu (the prime overseas destination for Japanese 
tourists) As a quid pro quo JAL/svas allowed to start the 


first direct service between Sapporo; the capital of the 
northern island of Hokkaido, and.Okinawa in the south. 
The Sapporo-Okinawa flight will be the longest domestic 
route in Japan, corresponding rowghly to London-Athens 
or Copenhagen-Madrid. It will be aimed at wealthy, sun- 
loving Hokkaido people whose long, dark winter contrasts 
with the subtropical warmth of Oki 
packaged almost exclusively as a tourist service including 
cheap stayovers at a JAL hotel on: Okinawa. 

Another development which modifies: the strict demar- 
cation between JAL as the country's:sole international air- 
line and ANA as a predominantly domestic carrier was the 
establishment with MoT blessing: of an international 
freight airline, Nippon Cargo Airlines (NCA), in which 
ANA, but not JAL, is a minority shareholder. NCA received 
a trans-Pacific route permit from the Japanese authorities 
Je to start services to 
San Francisco and New York on 1 April 1985. The start of 
NCA flights, however, depends on agreement from US civil 


















(prompting a senior JAL executive to coi 
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be another, perhaps shorter and less intense, recession in 
1986-87 is still a subject of intense debate. Even so, there 
are many distortions and anomalies in the general picture 
of recovery, which seem to indicate that if deregulation has 
worked, it has done so only partly and at that not as in- 
tended. 

Including the much-publicised bankruptcies (and sub- 
sequent reorganisations) of Braniff and Continental, about 
30 airlines have disappeared, most of them from among the 
100 new entrants into the market. These jobs created and 
then lost, plus the earlier redundancies caused by the con- 
traction of the established airlines, mean that the social 
cost has been high in an expensively trained, highly skilled 
workforce. 

The demise of so many small airlines has led to fears that 
only the richest will survive. Fare wars have driven some 
competitors to abandon various routes to a single rival, 
which can then charge any fare that the market will stand. 
This has meant an increase in fares between some destina- 
tions, though in most cases not yet to previous levels. Com- 
bined with the mid-trip stops brought about by the hub- 





The intense rivalry between 
JAL and ANA on Japanese 
domestic routes is kept under 
tight rein by government regula- 
tions which prohibit most normal 
forms of competition, including 
fare-cutting. Fares for the 80% 
of Japanese domestic air travel- 
lers who fly as individuals (rather 
than in tourist groups) are set by 
the MoT and strictly enforced on 
all three airlines. Fares for pack- 
age-tour travellers, however, can 
be and are discounted severely. 
JAL's domestic manager for 
domestic passenger sales, Susu- 
mu Ashino, says that sales of 
package flights through agents 
can be discounted by up to 40% 
from the scheduled rates, though 
in theory package flights are only 
10% cheaper. 

Apart from competing to sell 
tourist packages, JAL and ANA 
have fought a series of vigorous 
gift wars aimed at winning the allegiance of business travel- 
lers. In the autumn of 1982 JAL launched a scheme under 
which anyone who could produce stubs from three landing 
cards for domestic flights could choose from a lavish selec- 
tion of goods ranging from golf balls to designer scarves. 

The JAL scheme was keeping at least one frequent busi- 
ness traveller (a bank executive who had to commute regu- 
larly between Tokyo and Osaka) permanently supplied 
with golf balls in the early months of 1983, but was sus- 
pended in early 1984 on the “advice” of bureaucrats at the 
MoT. This advice is believed to have followed complaints 
from ANA, which was ‘faving: trouble matching JAL's 
generosity to passengers on trunk routes with similar 
handouts on its much larger local network. 


card-holding members of a JAL travellers' club, 
rivalled by a similar club organised by ANA, began 
in May last year and is still continuing. The JAL program- 
me allows members to clock up mileage on domestic flights 
by means of a magnetic card which is inserted into a 
machine just before takeoff. A 5,000-km flight logged earns 
the passenger two crystal wine goblets, while 50,000 km 
(the maximum) is worth six glasses plus a crystal brandy 
decanter. 
Despite the determination with which it has fought ANA, 
JAL has seen its share of the domestic aviation market 


$ more discreet gift programme which covers only 


OEE 


and-spoke system, this has led to many fare anomalies in 
which the end-to-end fare is far less than the mid-trip-to- 
end fare. It costs the passenger more to fly shorter routes. 


had two major effects as far as the passenger is con- 

cerned. First, it has meant that some destinations are 
either now impossible to reach directly by air or reaching 
them involves switching from a major to a commuter air- 
line somewhere along the route, in some cases necessitating 
a change of airports. Secondly, where previously there 
were many direct routes between major cities at opposite 
ends of the US, now such a journey often involves a stop at 
an airline’s hub in mid-trip. Fares are lower than before. 
but journeys take longer. 

The hub-and-spoke system and the proliferation of new 
airlines have also put a severe strain on airport capacity 
and an air-traffic control system already stretched follow- 
ing the firing of striking controllers when the strike was 
broken in 1981. So far as airport runway capacity is con- 
cerned, as controllers say: “You can only move so much iron 


T he creation of the hub-and-spoke route system has 





(measured in number of passengers carried) shrink from 


about 30% 10 years ago to barely 20% today — at whieh 
level it is flying nose-to-nose with TDA. ANA has a domin- 
ant 57% of the market, derived in part from the 53 domestic 
routes (out of a total of 72) in which it is a monopoly 
operator. One of the factors helping ANA during the past 
few years has been the upgrading of local airports so as to 
accept wide-bodied aircraft. Cities such as Kagoshima and 
Nagakasaki in Kyushu and Komatsu on the Japan Sea 
coast of Honshu can now all accommodate 747s or Tristars 
and are each attracting much more than 1 million passen- 
gers a year. 

JAL's consolation prize for the steady erosion of its 
domestic market share has been impressive progress over- 
seas. In 1983, partly as result of the shrinkage of Pan Ame- 
rican’s freight business, JAL become the largest interna- 
tional airline in terms of revenue ton kilometres. In termsof 
the number of passengers carried, however, JAL ranked 
only in 13th position among the airlines of.the world in 
1983 whereas ANA, with 22 million passengers carried, 
ranked sixth. 

Deregulation of the administrative framework sur- 
rounding Japanese civil aviation could change these rank- 
ings drastically — especially if it meant the emergence of 
ANA has a fully fledged international operator. For the 
time being, however, the bureaucrats at the MoT seem more 
than a little reluctant to abandon the status quo 
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‘so much concrete." | 
5 provide another constraint. 
‘US situation was allowed to degenerate toa point at 
too many airlines were scheduling flights at the same 
e because of peak demand, the most obvious times being 
D. moming and late afternoon when business travel 





' late and a peak-hour stream of inbound and out- 


intistrust law so that they could arrange a meeting to dis- 
SS pue times among themselves and end the bottle- 


: irport tpe times, a solution Which if spplied v will 


ed at various crowded airports outside the US. 


Bother, longer term worry is safety: with rock-bottom 
fares comes the temptation to divert money intended 
for maintenance and recurrent training into day-to- 
‘ash flow. Modifications and improvements to equip- 
which would enhance safety tend to'be left until times 
ter, sticking to the letter of the safety rules and thus 
ering at best to minimum legal standards. 
‘has not yet been claimed that deregulation has been 
an indirect cause of an accident, but an inspection by 
US. Federal Aviation Administration late last year 
id several instances of sloppy record-keeping of train- 
g files (meaning that several flight. crews had to be 
ded until they passed the required recurrent checks) 
two cases issued emergency grounding orders be- 
blatant violations of safety rules. The large, estab- 
j airlines passed the inspections; the faults were found 
g smaller airlines, most of them recent starters. 
he real loss to the passenger is interlining — the ability 
rite an entire itinerary covering flights on several air- 
s on one ticket which could be issued by any of the air- 
concerned. This was mandated by the CAB many 
rs ago as a convenience for the passenger, and with a 
mmon fare structure a clearing house set up outside the 
"lines would take care of accounting for which airline 
bsequently owed how much to the others. With deregula- 
amemany different fares, and there is a trend towards 
filiate agreements between pairs of airlines with similar 
s. The future of interlining is still uncertain, and if it 
s indeed disappear then the passenger will have to carry 
eral tickets for one trip, and travel agents will have to 
ay several airlines per trip instead of the airlines receiving 
ayment through a clearing house. 
So much for the US experience with near-total deregula- 
ion. It is too early to see any obvious lessons in the partial 
deregulations that have taken place elsewhere, such as the 
mited decontrol which now applies in Canada to flights to 
nd from the US or the free market which now operates be- 
ween Holland and Britain, where an airline now needs 
only its home government's approval of proposed fares be- 
eimplementing them. 
The situation in Asia — or indeed virtually anywhere 
utside the US — is. pem different. International air-ser- 
ice agreements are negotiated on the basis of equality, or 
reciprocal rights: government A negotiates with govern- 
ment B for each country's airline to put an equal number of 
flights or an equal number of seats on routes between the 
wo countries. Each government can also permit third- 
arty traffic to and through its airports in return for similar 
oncessions elsewhere in the world. It is all part of the 
horse-trading" 
rappi 1 agreements andl 




















üding bays and on taxiways Bd: runways, so that most 





uce some interesting: trade-offs between "slot" prices 
market access. It is a solution which is also being dis- = 


involved in bilateral trade agreements. | 




































































ing eet | perat , 
theory goes. But unlike i in nthe US, nore thereist o govern- | 
ment-owned carrier, in Asia only two of the region's inter- 
national carriers are financially independent from their 
country's governments: Korean Air and Hongkong-based 
Cathay Pacific Airways. The rest are all wholly or partly 
owned or controlled by states, and it can be argued that 
some of them are operated more as instruments of E 
policy than as businesses. 

It seems unlikely that any government which owns an 
airline is going to allow a truly free market if doing so 


. would damage that airline. Current practice is for airlines 


to form groups (or cartels) such as the International Air 
Transport Association (IATA) and the Orient Airlines As- 
sociation in which fare levels — or at least minimum fares 
permissible — are set and then presented to governments 
for approval. These fares are then published, and are taken 
as benchmarks used for interlining via clearing houses. 


‘Special deals are permitted within set rules which do not _ 


allow interlining at these lower prices, which must still be 
declared. 

Cheaper deals do exist outside the rules. Any airline i in 
the groups caught giving discounts greater than the rules 
permit is supposed to pay a large fine, as is any group-en- 
dorsed (“IATA approved") travel agent caught selling such 
tickets. However, virtually all airlines release unsold seats 
— à highly peri shable commodity — at lower prices rather | 
than receive no money at all for them. | 

The system is designed to protect airlines from each other 
as well as to offer the maximum convenience to the passen- 
ger. As a hypothetical example, consider the route between 
Tokyo and Manila and assume that both Japan Air Lines 
(JAL) and Philippine Airlines (PAL) offer-an equal number 
of seats. A floor price for the fare is set with both govern- 





find their niche in a market governed by strict controls 

which afford national airline Garuda a high degree of 
protection: Restricted to flying at best turboprop aircraft 
and with the floor for their fares set at 15% below big 
brother Garuda's, as well as flying less lucrative routes that 
Garuda passes by, of necessity their market is very differ- 
ent from that of the jet-operating giant. And apart from the 
fare restrictions they are hemmed n by fleet modernisation 
controls designed by the government to protect state- 
owned industries. At the same'timerthe growth of Pelni, the 
state-owned passenger shipping): dine, is attracting their 
passengers out of the air and on-tolinter-island ships. 

Four airlines, Merpati Nusantara, Bouraq Indonesia, 
Sempati Air Transport and Manda la, operate on routes 
throughout the archipelago mostly with aging fleets.of 
four-engined Vickers Viscounts and Lockheed Electras 
and twin-engined Fokker F27s, Hawker: Siddeley 748S, 
Britten-Norman Islanders and de Havilland Canada Twin 
Otters. Merpati, a fully owned subsidiary of state-owned 
Garuda, also runs a fleet of Indonesian-assembled twin- 
engined Casa-Nurtanio CN212s.. _ | 

Routes flown include “pioneer” routes, those i in outlying 
regions which offer very few passengers and l 
by the government. Garuda hand i 


I ndonesia's small domestic carriers are: still ee to 

























ments’ approval, and the airlines compete on the basis of 
in-flight service, reliability and departure time for full- 
fare passengers and on price only on their permissible dis- 
counted tickets. 


costs — PAL, because of lower salaries and other 

overhead costs in Manila — could instantly offer 
fares far lower than JAL could afford to match, and would 
thus have a built-in market advantage. JAL would proba- 
bly be forced to retreat from the route, leaving PAL as the 
sole operator and able to charge whatever the market 
would bear. Repeat this pattern worldwide, and the air- 
lines of developing nations with their lower costs would 


Re: those controls and the airline with lower 


drive the developed world's airli 
out of business. Simple — ever 
simplistic — logic, but state owner- 
ship inevitably brings with it protec- 
tionism of one form or another. 

Leaving the private sector/state 
ownership aside, except to note that 
Malaysia-is taking the unusual step 
(as is Britain) of seeking to privatise 
its national airline, at least one of the 
changes brought about in the US by 
deregulation is already built into the 
international system: the hub-and- 
spoke route system already exists 
with routes to and from national air- 
lines' home bases. And another bene- 
fit to the passenger, frequent-flyer 
rewards of free tickets, already com- 
mon in the US, is slowly spreading 
into Asia. 

It is difficult to see what form of 
free market could be applied in the 
international arena, given the politi- 
cal nature of the protection in force, and given the compli- 
cations engendered by various domestic airlines in Asia 
which would like to operate internationally but are re- 
stricted to nearby countries or barred totally. The only area 
which is open to change under the present bilateral system 
is that of price, and the cost-cutting necessary to bring 
about a lowering of official floor prices would be hard to 
achieve in what in many cases are extensions of bureaue- 
racies. Such reductions as have been achieved have gener- 
ally been subsidised by other, more lucrative routes and 
have been forced on various airlines by others more ag- 
gressive marketing campaigns. If there is a solution which 
would offer an international form of deregulation accept- 
able to governments, it has yet to be found. o 
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passengers, Merpati 10-15% and Bouraq and Mandala 
roughly 5% each. Sempati, mainly a charter operator, has 
only a couple of scheduled runs carrying only a small por- 
tion of the total number of passengers nationally. 

Bouraq and Merpati have been the most successful 
operators. Merpati, which lost money until the government 
forced it into Garuda's hands in 1978 and moved into the 
black under R: A. J. Lumenta, now the new Garuda chief, is 
the largest with 54 aircraft. Except for six F27s and 16 
CN212s, the aircraft are all over 12 years old and will have 
to be replaced soon, despite dismal prospects for selling off 
the older aircraft. 

According to Merpati chief Soeratman, there has been a 
slight decline of about 2% in passenger totals since 1981. 
Passenger totals have only increased on the company's sub- 
sidised pioneer routes in Irian Jaya and Sulawesi. Of the 
CN212s, acquired in 1982, 12 were given by the government 
for the pioneer routes. The company is paying for the re- 
maining four, as it is for the F27s, which were delivered in 
1981. The debt burden;cut profits to Rps 430 million 
(US$400,750) in 1983;:amd. for 1984 — when debt service 
peaked — profits are estimated at only Rps 300,000. Like 
the others, Merpati corhpjains of the 27.6% rupiah devalu- 
ation of 1983 and steadaly increasing fuel costs. All of the 
airlines must pay for aircraft and parts, except in the case 
of the CN212s, with expensive US dollars. 

Bouraq made a risky éxpansion-and-modernisation step in 
1983 when it added six 48-passenger HS748s and four 72- 
passenger Viscounts to its fleet, a move, some say, to fore- 
stall then-pending restrictions on purchases of foreign air- 
craft. Foreign analysts in Jakarta say the company has had 
a rough time paying for the aircraft and an overall fare in- 
crease in May 1984 probably saved the company from dis- 
aster. Because of the expansion available ton km rose 135% 
and the passenger load factor dropped from 70% to 62%. 

Mandala operates seven Electras carrying 96 passengers 
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dead set against the CN235. 


each and three Viscounts. Figures on Mandala's perform- 
ance could not be obtained, but sources say the airline's 
market share has remained approximately the same over 
the slump of the past two years. 

With a drab market not looking upward, none of the 
domestic airlines is planning any fleet expansion in the 
near future. All would like to purchase jets, but it is highly 
unlikely that Garuda will allow that kind of competition. 
The issue is important because their fares follow Garuda's, 
which are based on totally different cost structures for 
staff, flying time and fuel usage. Those with old F27s arere- 
portedly worried that they will be forced into buying the 
new twin-engined CN235 44-seater to replace them. 

The CN235 is still being tested and its production target 
date has been rolled back to late 1986, industry sources say. 
Like the CN212 before it, the CN235 is considered ineffi- 
cient compared with foreign-built alternatives of equiva- 
lent capacity. Said one company official facing the CN235 
prospect: “It would kill us to buy the Nurtanioequipment." 
Sempati, which flies six F27S, mostly on charter routes, 
says the CN235 would be less productive for the company. 
Sempati president Capt. Dolf Latumahina says the com- 
pany wants the new-generation Fokker F50, a revamped 
and much modernised version of the F27 which is due to be 
produced in 1986. 

But the man behind the Nurtanio aircraft, Minister of 
Research and Technology B. J. Habibie, may have official 
support for keeping out competitors of the CN212 and 
CN235. A regional magazine's report saying that Merpati 
was ordered to replace its F27s with CN238s is felt to be 
true among many industry sources, though Merpati Soerat- 
man denies it, saying that his company is happy to wait 
until the CN235 comes into production.- Interestingly, 
though, Merpati's routes are similar in distance to 
Bouraq's, and sources close to Bouraq say the company is 
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Back in the black 








— but politics 
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is the problem 


T he world’s economic recovery, whether long term or 





not, carried with it a continuation of the return to 

black ink in the ledgers of most of Asia's airlines in 
1984. But while airline managers were thus able to relax 
somewhat about the financial side of the business, this en- 
abled another major aspect — politics — to make heavy de- 
mands on their time. The most obvious instance of this was 
the outcome for aviation of the Sino-British joint declara- 
tion on the future of Hongkong, with its possible conse- 
quences for Hongkong-based 
Cathay Pacific Airways. But 
other examples included a 
major row between Singapore 
Airlines (SIA) and Air Lanka 
about services through each 
other's home bases and a wel- 
ter of words generated in the 
United States about Korean 
Air's desire for more destina- 
tions there. 

The joint declaration, 
signed on 19 December, con- 
tained a section on the future 
of civil aviation in Hongkong 
after the territory's sovereign- 
ty is returned to China in 
1997. The net result, while de- 
pending on an immense 
amount of faith in China’s 
goodwill, apparently guaran- 
tees Cathay a future in its pre- 
sent form as a Hongkong- 
based but' ultimately British- 
owned company. Under the 
declaration, Hongkong will 
have the right to make its own 
agreements with countries 
with airlines which want to 
fly to and through Hongkong 
on routes which do not in- 
volve China. On routes 
"Which involve both Hong- 

ong and the mainland, Pe- 
“king will control the landing 

rights. "a 

. The declaration’s wording apparently marked the end of 
“a row within China, in which the General Administration 
„öf Civil Aviation of China (CAAC) had been seeking control 
Of all rights involving China and Hongkong. CAAC has a 
“dual role as the state-owned national airline and as the 
body which administers civil-aviation affairs and, though 





| there has been talk for several years of hiving off its reg- 


ulatory authority to a separate body (as is the system in 
most other countries), only in early November was a plan 
announced which would achieve this. 

Thus for a while, CAAC's desire to take over the British 
Government's role as the ultimate control over civil avia- 
tion in Hongkong after 1997 was combined with CAAC's 
natural desire to use air-service agreements involving 
Hongkong for its own benefit as an airline. In the end, 


- China was persuaded that granting CAAC's wishes would 


be so damaging to Cathay, other related aviation business 
and tourism in general that it would ultimately threaten 





CAAC 747; Gu: steps to 
end the dual role. 
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the very economic stability and prosperity the declaration 
was designed to preserve. 

But though the declaration represented a triumph of 
common-sense over national pride and ambition, it still left 
the way open for CAAC to allow Chinese airlines to origi- 
nate or end flights in the mainland and pass through Hong- 
kong bound to or from foreign destinations — thus leaving 
Cathay vulnerable to CAAC's whim so far as reciprocal 
rights with other countries are concerned. 

Cathay professed itself to be happy with the declaration, 
and in very short order made its confidence plain by plac- 
ing a HK$400 million (US$51.3 million) order for new en- 
gines and spares with Rolls-Royce, plus allowing its order 
for a Boeing 747-300 (with a stretched upper deck) to stand. 
Cathay later converted an option for a second 747-300 into 
a firm order, and took out an option on a third. Cathay had 
been the target of many rumours during the run-up to the 
declaration being made public, several of which alleged 
that Cathay was seeking to form relationships with Chinese 
provincial authorities to start joint-venture local airlines 
within China, and one of which claimed that Cathay had 
sold and leased back all its aircraft in case it became neces- 
sary to shut down operations 
in Hongkong. 

The truth was far more 
mundane: Cathay has been 
approached by various 
Chinese regional authorities 
about local airline ventures, 
but has not committed itself to 
any of them so far. And 
though it does indeed lease its 
aircraft rather than owning 
them, it has chosen to do so as 
a method of obtaining cheaper 
financing — the long-term 
leveraged leases involved give 
a lower effective interest rate 
than a straight loan, and in no 
way offer the freedom of exit 
from the market that a rental 
contract style of lease would 
involve, such as Cathay has on 
only three of its 18-aircraft 
fleet. 

Cathay is also refurbishing 
its entire fleet with a new- 
look cabin which will be seen 
this year, and its next big de- 
cision must be on replacing its 
TriStars. Both Airbus Indus- 
trie and Boeing have made 
regular visits to Cathay to 
propound the merits of vari- 
ous versions of the A300, 
A310, 757 and 767, and 
i Cathay's reluctance to accept a 

* twin-engined aircraft for over- 

water operations may be overcome 

by new, rules expected soon for 

such operations, based on the re- 
liability established by modern engines and on replanned 
systems within such aircraft to increase their ability to 
cope with failures. 

Cathay may yet become directly. involved in civil-avia- 
tion growth within China, though it is not yet clear what 
form of cooperation or joint venture this would take. Its 
corporate parent, the Swire Group, has taken the plunge 
via another arm of the group, the Hongkong Aircraft En- 
gineering Company, which in October announced that it 
had joined forces with the China National Aero Technology 
Import-Export Corp. to form a joint venture aero-industry 
marketing company called South China Aero Technology 
Ltd. 

This new company's primary business will be in two-way 
trading of aeronautical and other precision engineering 
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Economic Zone no th of Hongkong. 
Meanwhile, Cathay had more immediate Bu lems to 
face: managing director Peter Sutch told Cathay’s annual 
marketing conference late in 1984 that Hongkong's short- 
, age of hotel accommodation would be- 
come a constraint on the airline in the not- 
. too-distant future, as Hongkong seemed to 
~~ bein the throes of a tourism boom. And in 
. | December the airline suffered a three-day 
x je settee by cabin staff over demands for 
| more time off — the dispute was resolved 
s refused to make public. 


In China, 1984s saw a proliferation of regions expressing 
their desire for local airlines independent of CAAC, some- 
thing which seem roblematic if CAAC as, in effect, the 
authority contro ling civ aviation, saw this resulting in 
competition for itself as China ‘s domestic airline. CAAC di- 
rector-general Shei Tu said in August that domestic oper- 
ations in partnership with foreign airlines were “undesira- 
ble" — but it seemed that persistent complaints about 
CAAC's inefficiency had persuaded China's State Council, 

to which CAAC reports directly, to permit competition in 
domestic operations. State Councillor Gu Mu said in Japan 
in early October that steps to end CAAC's role as s the civil- 
aviation authority would begin in 1985. 



































In November 1984, Shen announced that CAAC T be 


split into three competing. companies in the first half of 
1985. One of the companies, to be called Air China, would 
be based in Peking as China's main international airline. 


The other two would be China Eastern Airways, based in _ 
Airways, based at Canton 





f Shanghai, and China Southern ; 
— both would begin as domestic carriers but would even. 


tually be full international carriers. Another domestic cat=. 
rier, China Southwestern Airways; would be based at- 
Chengdu as a joint venture between the provinces of Si- . 


chuan, Guizhou and Yunnan and the city of Chongqing (in 
Sichuan, but which has been granted economic autonomy), 


and a company called China Capital Helicopter Co. as well 


as several smaller domestic carriers would be set up. 
CAAC officials would not say precisely how the new air- 

lines would be capitalised. or how much autonomy they 

would have — it seemed from various comments that all of 


them would be owned by CAAC, prompting remarks that. 
the only change in the offing was that one huge and ineffi-- 


cient bureaucracy would become several smaller but still 
inefficient bureaucracies. 
The planned break-up also aroused curiosity about how 


China intended to reorganise overseas landing rights at 


present held by CAAC — these are the result of bilateral 


negotiations between China and other countries, and in- - 


volve strict reciprocity. Thus the reciprocal rights held be- 
tween China and, say, the Philippines imply a strictly equal 
number of flights — and usually quotas of seats, too — on 
the routes between both countries. So if,more than one 
Chinese airline is to operate these rout hen either 
another Philippines-bàsed airline should be allowed to 
enter the market or, more likely, the Chinese allocation of 
flights and/or seats should be split between the Chinese 
airlines. . 

As either solution vould cut market share ion all con- 
cerned in what is still a relatively small market, it seemed 
. unlikely that many other nations would view the prospect 
of more Chinese airlines flying overseas with much en- 
thusiasm. Hence the intended proliferation of China's in- 
ternational airlines may be a long time in the making. 

Under the plan, CAAC as such would continue to ad- 
minister China's civil aviation and conduct international 
negotiations on landing rights, but all of the new com- 
_ panies would be able to negotiate and conclude contracts 
with domestic or foreign firms to lease or buy aircraft. To 
do CAAC justice, it was making major efforts in terms of 








ing new pilots and modernisation, and was making 














the years of monopoly and of centralised control ha 


tween CAL and Cathay, and it seemed likely hy 
rangement would continue until 1997. But wh 


released to Taiwan a group of mainlanders j 
` hijacking a CAAC aircraft to Seoul in 1983 - ~~ 8 
< welcomed them as hei | 


cas the result of a DC10 cargo flight crashing o 
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their toll, and it seemed likely that only the spur of eó 
ition could force a change of style. ad 
The Sino-British declaration, not un- 
naturally, elicited seorn from Taiwan, 
where China Air Lines (CAL) pleaded lack 
of adequate information as its reason for 
not making any announcement about pos- 
sible contingency plans for its routes to and | 
from Hongkong after 1997. Air services betwee 
and Hongkong are at present controlled by ana 


ty over Hongkong is transferred back to Peki ing 
likely that CAL would find itself unable to con 
a destination reunited with China, no matter v 
nomic penalty. | | 

Various options from sources close to the Ta 
ernment included “privatising” CAL and sellin 
it to Taiwan sympathisers in Hongkong, abandoni 
kong altogether and seeking other routes in Asia o 
a joint venture with an overseas carrier to continu 
to Hongkong. Both the problem and its solution 
be entirely Taiwan's, because the degree of inde 
allowed, Hongkong in the Sino-British declarat 
least in theory — would permit Hongkong to allo v CI 
continue. to fly there. 

It seemed likely that logie would be the firs 
discussions on the subject, just as it was wher 









oes. 

In June, Korean Air Lines 
nounced a change ofnametoK 
part of a new corporate ir 
said, to mark the airline's 15 
sary. Achange of image wasn 
case — following the Septe 
shooting down over Sakhalin 
KAL . Flight 0 007 d saone fighter and the dea 





Anchorage i in late December that year." Tu er 


another aireraftc on the grou Bd befor ore erunningo i 
and being destroyed by fire. No one was killed,- 
juries suffered were relatively minor. This incid 
the last straw, and. a major purge of the ai 
tions depar tment resulted i in a series of sackings. 
tions: 
Also in June, a KAL request for extra de: stinations 
US touched off a war of words. The dispute had be 
calating since late in 1983, with US carriers claiming 
KAL had failed to keep its side of a 1980 agreement un 
which KAL was supposed to build a cargo terminal for 
carriers in exchange for the extra landing, Fights it 
wanted tostart.using. The US carriers’ argument was 
tered by the US State Department, which favoured g 
ing KAL the extra rights to reinforce the strong ties 
tween the two countries. 
But the row then took a new turn when it was alleged : 
KAL had threatened to cancel proposed purchases of: 
nine McDonnell Douglas MD80 aircraft if the rights, 
not granted. Various US officials and politicians 1 
heavy statements about the alleged illegality ot li 
landing rights to aircraft purchases (but avoided c 
on the legality of the original US linkag 
the cargo terminal), though it was difficu 
of the rhetoric was in fact ordei es EE 
case, such statements overlo 
without the landing right 





































ter their respective arguments in 1984 over whether 
Xt an air service agreement initialled in 1979 was bind- 
'or not. SIA held that the agreement, allowing reciprocal 
ffic rights to both carriers, was valid, but Air Lanka said 


- because it had never been ratified, it was 
. also unfair because it gave more to SIA 
f than it did to Air Lanka. 
— Sri Lanka had in fact imposed a series of 
cutbacks on SIA's services through Co- 
-lombo to Europe and the Middle East since 
8 but the real steam was generated when Air Lanka 
ja med that SIA had blocked its planned service through 
spore to Tokyo. Air Lanka then threatened to cut SIA's 
' further, anda series of ie sel ended i in dead- 


ee 













ound itself i in a vai position in the eats as 
Lanka was very much its protege in recent years. Air 
ka has grown fast: in 1984 it bought its first Boeing 747 
ond hand, from Qantas — and has played air-traffic 
and routes to grab market shareina 
'eminiscent of SIA in earlier years. 
t SIA was not the only airline to be 
med by Air Lanka's swift growth — 
alia continues to usethe claim of low 





nd Air Lanka chürned out ‘large r Runners of words E 
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that the agreement was not only invalid 


ruling by Australia’s T : 
fare-fixing arrangement called the Yield 





Improvement Programme (YIP) was no 
longer to be used in Australia, & Qantas per- 
suaded regional carriers to join a less for- 
mal version of the same thing. Defections 
by Japan Air Lines (JAL), Malaysian Air- 
line System (MAS) and SIA led Qantas to 
retaliate by withdrawing from the YIP operating in Singa- 
pore — leaving SIA in the uncomfortable position of ad- 
vocating free-market principles worldwide while defend- 
ing its home-based price-fixing cartel. 

Politics caused problems of a far more worrying natureii in 
July and August 1984; with two hijackings of Indian Air- 
lines aircraft by Sikh éxtremists. The first hijacking ended 
in Lahore and the second in Dubai. No one was seriously in- 
jured in either instance, and the hijackers surrendered. 
After the second incident, it was discovered that it was the 
third time the chief purser had been on a flight hijacked by 
Sikhs. Further west, Iraq announced in September that 
three Iranians had been killed by security men aboard the 
aircraft while trying to hijack an Iraqi Airways flight from 
Cyprus to Baghdad. The incident followed two hijackings 
of Iran Air flights which were forced to go to Iraq. . 

The worst incident occurred in early December with the 
hijacking of a Kuwait Airways A300 to Teheran while on a 
flight from Dubai to Karachi with 161 people aboard. The 
hijackers demanded the release of'17 people jailed in. 











































Airways has . "resumed « giving 
'ks on its short domestic shuttle 
was met with lively applause 


J: Lumenta, who replaced veteran 





sid has made a appe attack on 


ako’s exit, Lumenta also an- 
ced that Garuda ticket offices 


hat. the airline will coordinate 
theduling and ticketing with sub- 
‘sidiary Merpati Nusantara Airlines to 
bring about simpler ticket purchasing 
-and transfers for passengers. 
bhUnder Wiweko, who built the airline 
hurting a 16-year career at the com- 
Di helm, Garuda suffered from a 
evere image problem and a US$1 bil- 
om debt, complicated by financial 
osses in 1983 and 1984. Morale was 
low among the poorly paid staff, and 
the airline's poor reputation made it 
impossible to register growth in its in- 
ternational passenger totals. ~ | 
After two months as president- 

















thes ‘airline’s captive riders. 


ed inanagemient shift in 


S me int the a new leaf "with 


: ll open on Sundays and holidays and. 


( irector, Lumenta has already- begun 


fic figures as a reason for not yet enter- 





1 nacks a are a agood sign = 
aruda se eks 4 tastier image 


to change this image. Passenger loads 





but profits fell following the 27.6% 


liabilities and its worst image prob- 


| tional routes numbered: 2:4 million, 





on shuttle flights showed a marked im- 
provement over the last six weeks of 
the year, he claims, a direct result of 
beefed-up services. 

But it is difficult to see how a new 
image alone will offset the US$153 
million lost over the past two years by 
the company. And incidents such as 
the 30 December crash of a DC9 in 
Bali, blamed in preliminary reports on 
both pilot error and poor aircraft 
maintenance, will continue to mar the 
airline’s reputation. 

Garuda has not suffered only trot 
image problems. Its domestic routes, 
monopolising jet services within the 
country, have always been profitable, 


rupiah devaluation in March 1983 and 
fuel price rises in 1983 and 1984. The 
biggest losses, Lumenta told the 
REVIEW in an interview, have come 
from low passenger loads on interna- 
tional Boeing 747 routes, mainly 







the company has the heaviest 
lems. 

Passenger totals have dropped about 
6% from the peak years of 1981 and 
1982. For the first six months of 1984, 


passengers on domestic and interna- 





to 
Europe and Australia. On those routes | 





Kuwait after bombing incidents there, and murdered two 


well below half the 1982 year-end total 
of 5.28 million. International passen- 
gers account for about 22% of the 
totals. 
Lumenta says an upturn will be seen 
in the figures of the normally more 
productive second half, which include 
Lebaran feast at the end of Ramadan 
and Christmas travellers. But, follow- 
ing the general trend among airlines 
flying to and within Indonesia, the 
overall year-end totals will still be 
below those of the peak years. 
The airline still suffers from low load 
factors as well. International load fac- 
tor is about 45% and the domestic fig- 
ure 42%. High fares on the domestic 
side allow profitability at this low 
level. “It’s a little profit on domestic 
routes, but still profit," Lumenta in- 
sists. "That's why. I say we are doing 
good." The drop in passenger loads has 
come at a time; though, when the com- 
pany 's debt-service burden i is peaking. 
s ASE b 3 
pra! and interest payments due 
on a total debtcof more than US$1.1 
billion are avoid USS225 million 
each year for #984 and 1985, after 
which a drop: will occur. Losses of 
US$77 million asd'US$76 million were 
made in 1983 and 1984 respectively. 
Lumenta admits to: steadily declining 
liquidity; though the company is still 
on solid ground, according to statistics 
he showed the Review. He also asserts 
that a small year-end upturn in 1984 is 
evidence of a turnaround, and that by 
mid-1985. a marked improvement in 
the company's position will: en. 











d 


— 


` ONES 
Y S qu ing tr 


lls Dassenge e five-c 
í d = b aniei ; 

mi woxbrDeup ub 

men eventually 






nen eventually captured the aircraft with no further lo 
life, but almost immediately there were allegations of col- 
lusion between the hijackers and Iranian authorities. The 
US was particularly vitriolic in its condemnation of Tehe- 
ran's handling of the affair, but at least two of the hostages 
— one of them the captain — said there was no evidence 
that the Iranians had assisted the hijackers. 

In East Asia there were uneonfirmed reports of an at- 
tempted hijacking of a CAAC flight within China in June. 
The most bizarre incident, though, occurred in March when 
a Hongkong man decided to make a protest against com- 
munism by hijacking a British Airways (BA) flight from 
Hongkong to Peking and forcing it to fly to Taipei. The 
hijack itself occurred over China, and the flight 
backtracked to pass over Hongkong before going to Taipei, 
though it seemed that China's air traffic controllers were 
not informed of the hijack by the crew, who merely radioed 
that it was necessary to return to Hongkong because of a 
problem on board. The hijacker was convicted in Tai- 
wan not of hijacking but of endangering passengers and 
crew, and walked out of the court with a suspended jail 
sentence. 

More positive news in 1984 included Indian Airlines' an- 
nouncement that it would buy 12 Boeing 757 twin-engined 
aircraft and Air India committing to buy six A310-300 ex- 
tended range aircraft and taking options on six more. The 
decisions followed intense rounds of lobby- 
ing by the manufacturers, particularly Air- 
bus Industrie, which continued after the 
announcements and led to Indian Airlines 
later saying that it was considering an al- 
ternative offer of up to 30 Airbus A320s. 








garuda -~ indonesian airways ` 


Garuda DC10: a number lie idle. 
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the ubiquitous 737 well known particu- 
larly on domestic routes around Asia. 
However, PIA was also facing problemsin 
the form of Gulf Air and a dispute over fares and landing 


rights. Gulf Air early in 1984 became involved in a savage - 


jg 


discounting war with PIA, and later threatened to extend 


the fares war on Far East routes which it reopened to 
Bangkok and Manila. PIA threatened to ban some of Gulf 
Air's services, and the dispute ended up in the hands of the 
respective governments. 

Bangladesh Biman suffered an 18-day walkout by its 
pilots and flight engineers over demands for higher pay and 
increased benefits. Some of the airline's international 
flights were operated by expatriate flight crews, mostly 
from Pakistan. The crews eventually returned to work after 
President H. M. Ershad told them he would consider their 
demands. 

Good news was recorded by Philippine 
Airlines (PAL), which in October an- 
nounced a turnaround from a 1983-84 
loss of P2.34 billion (US$117 million) to a 
projected profit for 1984-85 of P350 mil- 
lion. The airline cut its capacity sharply 
by selling two 747s and two DC10s, and planned to replace 
its remaining two DC10s with 747s when the market jus- 
tified this move, which would leave its international opera- 
tions with two aircraft types — 747s and A300s — instead 


of three. PAL has been the target of sales efforts by various. 
manufacturers offering replacements for its aging domes- — 


tic fleet of BAC11Is, YS11s and 5 HS748s, but 








Garuda's problems stem from its 
rapid expansion through 1981, despite 
increasing competition regionally and 
steadily rising costs. Government fuel 
subsidies and hidden cash injections 
kept the airline creditworthy, as did a 
monopoly on the more than 80,000 
Muslims yearly making pilgrimages to 
Mecca from Indonesia. Today a 
number of Garuda’s aircraft lie idle, 
including DC10s and 747s. The fleet 
now comprises six 747s, six DC10s, 
nine A300s, 19 DC9s and 34 F28s. 

Sources say that Wiweko, following 
his formula of building the airline into 
one of Asia's largest, wanted to con- 
tinue expansion of the fleet to counter 
the recent difficulties. But Lumenta, 
very successful in turning around Mer- 
pati after the government-forced 1978 
takeover of the company, plans fleet 
rationalisation for the next year. 
"Some of the aeroplanes are standing 
on the ground. These I will lease out, 
probably the DC10s,” he said, stress- 
ing that no aircraft will be sold or 
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bought during the rest of the present 
five-year plan ending in 1989. 

Neither does Lumenta plan flight 
cutbacks. To save on European routes, 
transit stops are to be minimised where 
possible, and Garuda will focus on 
bringing service up to competitive 
levels. Garuda also hopes to put some 
aircraft on charter flights between In- 
donesia and the US West Coast, either 
as Garuda or Merpati flights. Merpati 
several years ago had charter rights to 
Los Angeles, which Garuda hopes to 
revive. 


woe problem which reportedly 


brought down Wiweko was his 
steadfast resistance to anything that 
would cut into Garuda's most lucrative 
route, Jakarta to Bali. Japan Air Lines 
(JAL) has tried for years to open up 
more direct flights to Bali, skipping the 
Jakarta switch to Garuda's domestic 
flights, especially for Japanese group 
tours. Indonesian tourism officials 
back the Japanese idea, seeing a poten- 





tial for a large influx of Japanese 
tourists who will not come if they have 
to fly on Garuda. 

Occasional charter flights were al- 
lowed in the past, but Wiweko's big 
fear was "regular charters," which the 
Japanese would prefer. A JAL official 
said Indonesian tourism officials are 
suggesting that as many as 30-40 char- 
ters annually are possible. Shortly 
after Wiweko was replaced, JAL was 
given permission to bring two charter 
flights to Bali for the Christmas holi- 
day. WIR 

Lumenta says he would prefer toadd 
regular flights slowly, and that JAL/s 
charters would be more welcome if 
they originate from areas other than 
Tokyo and Osaka. “Charter flights are 
okay,” he concedes. “But please do it 
jointly with Garuda. And do it in peak 
seasons. Jointly means let us have a 
share of the charter eperations. It can 
be using our aircraft, our facilities in 
Bali, many things. Let us have a share 
in the operation.” 
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litical situation made any décision impossible. 

PAL is now in a peculiar fight with British authorities 
yer flights by itself and BA between Manila and London. 
row began early in 1984 when Britain moved to stop 
AL, from inaugurating a third weekly service by cutting 
allocation from the permissible three flights to the two 
eady operated. Britain claimed that PAL was carrying 
ore than its proper share of traffic on the route by feeding 
passengers in from other parts of Asia and Australia and by 
arging rock-bottom prices. PAL's reaction was that such 


thus harm developing nations. 

The fight is peculiar in that the original British Caren 

ent decision resulted in a legal wrangle in which PAL 
ceed in at the Court of pee in London to. 


|! po 
ild feed: its Tonon route hon its. other destinatoni: 


in. 
e row is peculiar again because Britain in 1984 with 
land took the lead in opening European routes to unre- 
d competition by deregulating routes between the 
'ountries, and is seeking to do the same with West Ger- 
y. it remains to be seen whether the row is capàble of 
solved via diplomacy. 
her east, US airline Continental was involved in a 
for control of Air Micronesia. Reports said Continen- 
representatives were trying to buy stock in the United 
cronesian Development Association Inc. in Saipan, 
ich owns 60% of the local airline. Air Micronesia is Con- 


Japanese routes. 

ll more eastward, Aloha Airlines ` of Hawaii an- 
ed that it would give up its eight-month-old trans- 
service to Taiwan because it was uneconomic. Other 
ns for Aloha to become involved in a joint-venture air- 
with Aiamen province in China also took a nosedive 
en it was announced by Xiamen officials that they were 
negotiating with PAL and JAL, both of which have 
stly more iis ean in the region. 

MAS managed to reach the end of 1984 
with generally positive results after some 


while approaching Kuala Lumpur in bad 
weather — all 247 people aboard sur- 


procedures. In mid-1984 an MAS attempt to gain an addi- 


S. and BA would discuss the situation again. 


the planned sale of the government-owned airline to the 
private sector would go ahead in about 18 months from 


considering buying two more 747s. 





DY other US airlines. The service 


blatant protectionism by London would restrain free trade 


íce i is a form of competition which must favour PAL be- 
e staff costs are far lower in the Philippines than in 


nental’s partner in several money-making central Pacific : 


setbacks. It suffered the loss of an A300 | 
late in 1983 when the aircraft crashed | 


ional weekly flight to London was blocked by Britain, 
which argued that there was already enough capacity. on 
he route, though late in the year there were hopes that 


 InJuly MAS was able to predict a pre-tax profit of US$30 m 
million for 1983-84, and officials expressed confidence that 


then. MAS also ordered a new Boeing 737, and said it was | 


| 
| 










as BA has the opportunity to market its Manila route | 























The Malaysian carrier in October received the go-ahead | 
for a joint service with Northwest Orient to the US via 
apan but the plan was later blocked, ‚perhaps tempor arily, s 


*DC9 overran the runway while landing at 


Bids were received from Air New Zealand se 
“tend its: influence, US-based Con | 


$5 g right 

"Thai Intecnational stared m y dbservers early j in 1984 
when it announced the end of more than 20 years of close 
cooperation with SAS worldwide. The reason for the split 
— described as "separation, not divorce" — was Thai's de- 
sire to establish its own identity more firmly in the mar- 
ketplace. Thai also increased its orders for A300-600 air- 
craft to four by converting two options into firm orders, 
and it also took out two further options. The airline also 
reiterated its desire for more access to the US, saying that 
extra landing rights would mean buying more 747s. Thai 
also put pressure on the government to i improve facilities at 
Bangkok's Don Muang Airport. . | 

In early January Thai announced its 20th year of profits | 
with a record Baht 2.123 billion (US$80 million) for the 
year ended 30 September. Shortly before, it had announced 
an order for two more A300s which are due to join the fleet 
in March. 

Indonesia's Gar pds recorded increased traffic i in the sec- 
ond half of 1984, prompting some 
switches of capacity by using 747s instead 
of DC10s in some areas, though passenger 
and revenue totals were well below fig- 
ures for the peak which océurred in 1981- 
82. Garuda’s route to Hongkong in parti- 
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A. J. Lumenta taking control from Wiweko Supono, who 
had been in charge for 16 years. In late Dec mber a Garuda 
Bali's Denpasar 
Airport after a domestic flight, and crashed in a paddy 
field, injuring 10 of the 69 people aboard. - 

JAL moved to the No. 1 position in the Internationh Air 
Transport Association's 129-airline comparison of total 
scheduled traffic figures for 1984, as well as reporting an 
upturn to a profit before tax and. extranrditary i items of 
¥4.03 billion. (US$15.87 million) for, | 
1983-84, compared with an operating loss _ 
the previous year of 27.09 billion. JAL - 
was deeply enmeshed in a dispute about 
the way civil aviation is run in Japan, fol- 
lowing the granting of additional traffic 
rights to All-Nippon Airways (ANA). JAL 








was attempting to get more domestic traffic rights, while 


ANA claimed JAL had already been. granted too. many 
domestic routes. 

Pressure from cheap “Visit USA” ‘schemes put up by 
United Airlines and Northwest for passengers flying from 
Asia to the US on those airlines prompted JAL to protest 
strongly that such fares gave an improperly cheap deal be- 
cause they were not available to passengers on other air- 


| lines — but JAL also covered its bets by beginning talks 
vived, but the aircraft (which had been |. 
ased from Scandinavian Airlines System, or SAS) was - 
destroyed. An official inquiry announced in November .. 
1984 that the cause was the crew's failure to follow proper 


with other US airlines about possible business tie-ups 


"which might lead to a similar sc ME for JAL’ s passen- 





At the southern edge of th moni an interesting situa- 
tion developed both within Australiajtself and in the South 
Pacific territories to the east. To: replace its Boeing 707s, 
Air Niugini leased an A300 which was surplus to Trans- 


. Australia Airlines' requirements. However; its route struc- 
- ture as planned for this aircraft led to Gfficials saying that it 


would back out of the tripartite operation between Cathay, 
Air Niugini and Air New Zealand between Hongkong, Port 
Moresby. and Auckland — the service hasbeen run by 
switching. around each operator annually, and. Air Niu- 
gini was due to be replaced by Air New Zealand i in March 
1985. 

The virtual collapse of Air Pacific in Fiji led to calls for 
bids by other airlines to take over and manage the airline. 
seek ng: io ex- 





















... The NEWA320. 
Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
of the jet age. 
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Businessmen rest easy b 


It's not easy for a businessman to relax 
while flying. 

But with Japan Air Lines, you can now 
rest easy. 

Because the moment you have a 
reservation with us, there is a great many 
people dedicated to making you 
comfortable. 

When you fly First or Executive Class, 
you have the benefit of your own check-in 
counters. 

And First Class passengers can enjoy 
the tranquility of our Sakura Lounges. 


But there is much more to flying JAL. 

Relax in our extra wide seats in 
Executive Class while you sip a welcome 
glass of champagne. You can even stretch 
out and put your feet up on a special 
footrest tor an unexpected touch of 
comfort. 

And in First Class, there’s even more. 
You can literally unwind in one of our very, 
very comfortable sky-recliners. 

And there’s a choice of Western or 
Japanese cuisine. 

But our attention to detail doesn’t stop 





ause the rest is assured. 


there. With JAL's advanced seat selection It's always a pleasu re. 


you can reserve the seat you want (if it’s 
available) before you’ ve even left for the 
airport. 


But what truly distinguishes Japan Air 
Lines from all the others is the gracious 
warmth and hospitality of those who serve 
you. 


50 when you fly the world's number JADAN AIR LINES 
one IATA airline*, vou know you can rest 


easy. | A OFFICIAL AIRLINE FOI 
Because the rest is assured. TSUKUBA EXP( 


Chase Partnership at work. From left to right: Charles Adams, Chase Japan, Patrick L. North, Chase Osamu Nagano, Japan Leasing Corporation and Shinobu Nagahori, Japan 


sing Corporation 
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ile right (inane ing seit. 
One which brings the advantages of yen | easing - 
fo companies everywhere. 
The Chase Partnership. | 
A Si imple but dynamic approach which enables us tc 
serve you better — whatever your bush iness. 
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You're living in the middle of a revolution. 
3s Don't worry if you haven't noticed ~ 
its avery quiet revolution, and it's one with 
*. beneficial consequences for everybody. 
Its the digital revolution, which is 
changing the nature of telecommunications, 


. fundamentally and for good. 


No telephone company in the world is 
yet operating a completely digital network, 
or anything like it The nearest digital 
. technology normally gets to you is your 
local exchange. Between exchanges, 
communications is increasingly digital. 
Between exchange and subscriber it's still 
almost entirely analogue. And at the 
exchange, there's a lot of translating needed 
from analogue to digital and back again. 
But things are changing. 

You'll see in the box a brief description 
of the direction telecommunications is 
taking. Essentially, the idea is to increase 
the capacity and capability of the 
telecommunications network, without 
increasing the cost. The need for capacity is 
obvious ~ world-wide, even basic telephone 
instruments are still a luxury in many, many 
areas. As for capability, it’s summed up in 
the concept of the Integrated Services 
Digital Network (ISDN). 

The ideal is a totally digital network, 
from subscriber right through to subscriber, 
controlled by computer hardware and - 
particularly ~ software all the way. Such a 
network combines and streamlines the 
services already to some degree on offer 
separately. 

The route to it all is through very 
advanced technology — and here Ericsson 
is steadily pushing the frontier closer and 
closer to the subscriber. 


Even today, a silicon chip can 
be a breakthrough 


It won't surprise you to hear that the 
solution lies in a chip. But in an age when it 
seems that a chip to solve almost any 
problem can spring into being overnight, it 
may surprise you to know that it took 
thousands of man hours to develop this 
particular chip! 

Twenty years ago, computer control 
was only conceivable where the costs were 
shared among thousands of lines in a large 
exchange. But technology was changing: 
fast. In 197 $ Ericsson could see that. * s 


computer control, bringing software 
intelligence to look after the individual 
demands of individual subscriber lines, was 
just beginning to seem feasible. 

So we started planning for the day 
when each line would have its own 
computer control, 

Through RIFA, our own components 
company, and working with outside 
specialists in state-of-the-art design and 
production, we began development. We were 
working at the limits of technology. There 
were many setbacks, many difficulties 
which could only be overcome as they 
arose in the course of development. But at 
last the problems of this unique chip have 
been overcome. 


The subscriber line m io-processing circuit ~ 
20,000 transistors on a chip 7 mm x 5.7 mm give 
each subscriber the benefits of full computer control. 





 Itscalled SLAC (Subscriber Line 
Audio-processing Circuit). It doesn't look 
much, but it carries 20,000 transistors, and 
it means that all-digital, multiplexed 
transmissions can come right into a 
subscribers house or workplace. It's 
unaffected by temperature or age, so it's 
more reliable. It needs no maintenance. 
And it’s programmable, so that a telephone 
company which adopts it can decide what 
range, type and grade of services to provide. 

It is, unquestionably, a breakthrough. 


AXE: expanding the benefits 
of technology 


SLAC isa brilliant, very significant, but 
tiny element of the Ericsson telephone 


Di dire: system called AXE. Irs typical of 


Ww Vho’ s afraid of m ISDN? ? 


Teleshone networks all over the Rer are. 
considering the problems and opportunities 
presented by the concept of the Integrated 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form ~ which, 
these days, includes speech. 

As well as speech, these services include 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others. 


Suck services already exist, of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 

AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson new APZ 212 supercomputer, it 
càn handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis of a successful ISDN already in 
position. 















the advanced technology built into e 
area of AXE. 
AXE is designed not just to cop 
revolutions, but to capitalise on then 
structure of AXE is uniquely modu 
the functions ~ hardware and softwai 
telephone switching have been analysed - 
and separated, then packaged in strictly 
segregated blocks. Because changes can be 
made to any of these blocks, or modules, : 
without affecting any other, new | 
developments (such as SLAC) cán be 
incorporated easily and quickly ~ where s 


nor-modular system might need extensive 


re-design throughout. 

No other system can beat AXE at 
bringing the benefits of advanced | 
technology straight to the people who: nee 
it~ the telephone companies, and their: : 


subscribers. 
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It takes a special kind of knowhow 
to cultivate the perfect pearl. 


Great ideas are like pearls. In the beginning, 
they're hardly more than a seed. However, 
given the right kind of environment, 

a good idea can mature into a radiant 
reality. Much like a grain of sand can 
become the perfect pearl. 

At Epson, we know how to cultivate 
the kind of ideas that will produce prod- 
ucts people can trust. We approach every 
idea from the very beginning. We carefully 
evaluate its worth, and before proceeding 
any further, we examine its applicability. 
If we find any flaws, any imperfections, 
we stop. 

Most corporations can dream up ingeni- 
ous product concepts. But what makes 


EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex: 3342-214 (EPSON J) 
EPSON ELECTRONICS (SINGAPORE) PTE. LTD. No. ! Maritime Square, 02-19 World Trade Centre, Singapore 0409 Phone 2786071/2 Telex: 39536 


Epson different from everyone else is 
that we create products for people. 
Almost every single feature on an Epson 
product is designed to make your life 
easier. You'll never spend weeks trying 


to figure out how an Epson product works. 


And you'll never find unnecessary gim- 
micks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 


Epson. We know the difference between 


great ideas, and great ideas that work. 
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EPSON ELECTRONICS TRADING LTD.: Room 411, Tsimshatsui Centre, East Wing 66, Mody Road, Tsimshatsui, Kowloon, Hong Kong Phone: 3-694343/4. 3-7213426/7 Telex 34714 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) 1-8F, K Y Wealthy Bldg. 206 Nanking E. Road, Sec. 2, Taipei, Taiwan R.O.C. Phone. (02) 536-4339, 551-6248/9 Telex 24444 








































Tn early October it wasar th ini id won |. as, went substantia ly off course and a 
the contest, leaving Ansett to seek other ways of using its | into Soviet airspace on its trans-polar rou 
Spare capacity profitably. But in December it appeared 707 was intercepted by a Norwegian fighter a 





that the contest was not yet over, with Ansett making | Copenhagen — the crew had not completed chee} 
further proposals. Ansett had previously been tipped asthe | proficiency with the aircraft's long- range n 
front-runner, largely due to its current tie-ups with Air equipment. It was SPIA's 35th recorded violation. c 
Vanuatu and Polynesian Airlines. Qantas. did well in Federal Aviation Regulations. ! 
another area by starting a joint service between Pekingand |. Air New Zealand declared an operating profit tor: 
Sydney with CAAC, both airlines operating àn equal 84 of NZ$80.35 million (US$37.9 million) compared: 
number of flights with their own aircraft. doss of NZ$32.5 million the previous vear. In m 
One airline that received both loud praise and a severe |» cember a strike by cabin crews stopped flights for 
brickbat was Honolulu-based South Pacific Island Air- | days because of a row about a new work roster. The 
ways (SPIA), an 11-year-old company which last June announced orders for a new 747 and three 767- 
began flying from Hawaii to Port Moresby and Guam. The nee pod aircraft, a T inv TOM ing s some 
Hawaii House of Representatives marked the occasion Sus 
. With praise for the airline's inauguration of a "long- 
_ desired north-south route between Micronesia and Melane- 
, Sia.’ 
^ However, in Oetdber SPIA was the Sube of an 
emergency grounding order while investigations were e 
made into why one of its aircraft, carrying Fijian troops | far more prominence thana ahy mar uif ca impaign 
bound via Amsterdam for Middle Eastern peacekeeping have done: ; 
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jines. Flight: ZAI 
down over Sakhalin island on 1 September 1983 kill- | 
ing all 269 people aboard, is in Washington: lawyers 
representing various groups of bereaved families have been 
taking depositions in preparation for à hearing o 

for millions of US dollars of damages again: 
| the United States Government and th manula 
the aircraft and of its navigation equipment. Wh; 
formation they pode been cher is under gin unti 


de ghost of Korean Au irL 





US$75,000 per passenger (though the Ri 
that KAL raised this volte? dy eh 58 


tives — the flight c crew — were piri of "rec 
duct” rather than having just made an error of jud; 
some other simple mistake, or that the manufacturer 
B aircraft. or its navigation gear were d 1 ot n if 
























: "Hence Cini aviation sccidenis are à NAER et for 
| operating on contingency fees — no payment unle 
win the case, but victory earns them a third ofthe d 
awarded. 





leasing any detail ils 
world will have to wait 
until the hearing to seeif. 
there is any more defi- 
nite information as to 
why the flight went 300 
miles off course and into 
Soviet airspace. 
However, the hearing 
is not intended to find 
the cause of the inci- ns " TOTAM 
dent. It is to try to obtain © RT 
reaved than has been 
made available to: them: 
already. Damages paye 
able. by an airlinevare 
normally restricted by. | 
the terms of the Warsaw: UN À slar — N 
Convention as oütlined A : " international | E 
in the small print; con- | (c 4 . flightpath |. | next Olym pi c Gan 
tained in each ticket. In Q9, UY | Seoul Attempts b 
this case, as the flight REVIEW to eli 
originated in the United E: 
States, the Warsaw 
Convention was super- 
seded by the higher 
.limits of the Montreal 
BELCODERE which 
imits | . damages — to | 
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that KAL 007 was on a spying mission for the US. Ques- 
tions seeking “all the facts” brought a deafening si- 
. lence. 

— — Similar questions to US civilian and military authorities 
— brought answers which were virtually mirror-images of the 
— Soviet replies, with the military saying “We don't do that" 
— when taxed about the possibility of using an airliner for an 
- intelligence mission, and the Washington attitude being 
- that its denials must be taken on trust because releasing 
further details would compromise intelligence-gathering 


. methods. 
"T by US presidential spokesman Larry Speakes that 
z the US had “plumbed the depths” of its intelligence- 
— gathering systems to establish that the 007 affair was an ac- 
- cident, seems to bear out the feeling that the US knows 
more than it is saying, and this has added fuel to “con- 
"spiracy theorists" who believe that 007 was indeed on a spy 
"mission or at best that the US must have realised it was off 
‘course and should have warned the crew by radio. These 
lifheorists have dragged in such extras as a US spy satellite 
_and even the space shuttle in efforts to prove that 007 was 
"intended to provoke Soviet defence radar systems so that 
- US electronic eavesdroppers could lis- 
— ten in. 
_ ‘These theories have been played back 
“by the Soviet Union's official media in 
attempts to justify having shot down the 
flight. However, according to analysts 
contacted by the REVIEW, the KGB's dis- 
_ information system does not seem to 
- have been involved. There has, in the 
_ analysts’ opinion, been no effort to run a 
- coherent disinformation campaign at all, 
with only minor efforts made by military 
attaches who might be connected with 
the GRU, the Soviet military intelli- 
—gence organisation. This leads to the 
— thought that perhaps the KGB wanted 
— nothing to do with helping to clear up 
- the mess which the military's action led 


he Washington attitude, compounded by a statement 








It is interesting to test the conspiracy 

- theories against such facts as have been 
established and published in the report 
- on the incident by the International 
Civil Aviation Organisation (ICAO). 
One immediate result is the collapse of 








— was delayed so that a US satellite and/or the space shuttle 
would be well-placed to pick up Soviet radar emissions as 
7007 flew over Soviet territory. The computer-generated 
flight plan issued to 007 clearly shows that its departure 
‘time, like all such departures for Seoul, was delayed to give 
an arrival time in Seoul as near as possible to 6 a.m., when 
‘customs and immigration officials arrive for duty. 
-The departure time fell easily within the normal spread, 
- ealculated according to the winds flights are expected to 
— encounter along the route — and as these winds almost in- 

-evitably differ somewhat from the forecasts, trying to 

match a departure time toa satellite or space shuttle pass of 
— perhaps five minutes over the required area would be virtu- 
ally impossible without making the attempt extremely ob- 
vious. 

So conspiracy theorists are left with the presence of the 
US Air Force RC135 which President Ronald Reagan reluc- 
tantly confirmed was close to 007's route as it neared Kam- 
chatka before the first intrusion over Soviet territory. This 
is an area in which it is impossible to dismiss the spy con- 
spiracy theory instantly, though it is possible to point out 
its lack of likelihood. Some hypothetical requirements for 
such a spy mission are: 
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_ the suggestion that the flight's departure from Anchorage. 
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srritory because it is unlikely to be shot down, 
whereas a military overflight would be considered too pro- 
vocative. A third country’s aircraft would be best so as to 
divert suspicion and a South Korean aircraft would be 
ideal because KAL flies the route every day and its pilots 
are ex-air force and therefore would understand the need 
for absolute security. And it might be possible to find one 
who for enough money would be prepared to risk his entire 
career and destroy his professional reputation by appa- 
rently making a navigational error. 

> This pilot — and perhaps his first officer and flight en- 
gineer, too, again for large amounts of money to compen- 
sate for risking their careers — would then have to be in- 
structed how to make a “mistake” which would leave only 
traces pointing to an accidental error, such as the automa- 
tic recording by a US military radar (not certified for civi- 
lian use) of 007 being 12 miles north of the proper track as 
the flight left the Alaskan coast. 

One theory as to the case of the incident — the well- 
known error of accidentally leaving the inertial navigation 
system (INS) flying a constant course (REVIEW, 13 Oct. '83) 
— would not suffice for this purpose, because the flight 
would then be at the mercy of the wind, which might push 
the aircraft north or south of the area néeding to be over- 
flown. The other theory put forward by ICAO, that of in- 
serting into the INS the wrong longitude for the departure 


"ww tz 


i cron nt 
. 
Boer 





point, would work so far as the navigation is concerned. It 
is interesting that this possibility was also mentioned early 
in the investigation, so presumably it is also a mistake 
which has happened before. 


been possible to arrange if, the need was deemed 

desperate enough, the fact that,during part of 007's 
flight the crew experienced difficulty with position-re- 
porting using their short-range, very.high frequency (VHF) 
radio points to their innocence. The difficulty was caused 
by 007 heading north out of VHF range; which they would 
have known had they been doing so deliberately, and which 
would have caused them to make an earlier switch to their 
high frequency (HF), long-range radio to keep up a 
semblance of normal position reporting. 

Instead, 007's reports were relayed by another KAL sche- 
duled flight behind it, not a particularly abnormal proce- 
dure on a route where radio reception is often indifferent, 
but any reception problems are more usually encountered 
when using HF over longer ranges. 

The final indication in the ICAO report that 007's crew in 
reality had no suspicion that anything was amiss is the fact 
that the automatic tape-recording from the Japanese mili- 


H owever, while such a scenario might indeed have 
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. tercepted and shot down, that the flight's air-traffic con- 
trol “transponder” — a device which “squawks” the flight 
number to ground-based controllers — had been reset by 
the crew to the code 1300, a standard code used by KAL for 
entering Japanese airspace and different from the Anchor- 
age departure setting and the standard enroute code. 

In other words, the crew was setting up for a normal 
entry and overflight in Japanese airspace, something they 
would hardly have needed to do had they known where 
they really were. 

For lack of hard evidence, most of which would have had 
to come from 007's flight recorder, which has not been reco- 
vered, all that can be said after examining the facts at pre- 
sent available is that the strong probability is that 007's de- 
viation from its proper course was the result of an innocent 
mistake by the flight crew. The only real remaining grey 
area is how much more various US military and civilian of- 
ficials know, and when they knew it. 

The overt civilian side — air-traffic controllers in Alaska 
— recorded a deviation of six miles by 007 shortly before it 
passed out of their radars' range, not a significant amount 
given that a deviation of five miles to pass around possible 
bad weather is normal, and that an extra mile would hardly 
attract a controller's attention on a radar screen covering 
up to 175 miles. In view of that, and the fact that 007 was 


Police search for 007 wreckage: the black box was never found. 


giving normal, routine position reports along the route, it is 
hard to see how the air-traffic controllers could or even 
should have realised anything was wrong. 

The military side, and the covert civilian intelligence- 
gathering side, is more complex. Reagan told the world that 
the RC135 near Kamchatka, an aircraft specifically built 
for monitoring electronic emissions, was never closer than 
75 nautical miles to/007, was 300 miles from it when cross- 
ing its course while Of its way home to Shemya island and 
had been on the gróünd for at least an hour when 007 was 
shot down. Except ‘for the 75-mile separation, these facts 
do not conflict with’the Soviet diagram shown by then mili- 
tary chief of staff Nikolai Ogarkov as representing what 
Soviet air-defencé tadar operators saw on their screens. 

The close distance alleged by the Soviets between the two 
aircraft can be explained at least reasonably convincingly 
by the radar confusing two aircraft in line with each other 
as one large blip — the Soviets said the aircraft were so 
close together that the blips merged. Rough-and-ready 
maths show that the stated heights and range of probable 
cruising speeds make such a transit of both aircraft with a 
ground-based radar possible. The REviEW has been told of 
one such incident in the US, in which on a missile-testing 
range a fighter aircraft unwittingly flew outside of but in 
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radar saw only one arget d ming the crucial time, and the 
fighter was shot down instead of the drone. : 

Oddly enough, either version of the distance between 007 - 
and the RC135 supports the probability that 007 was there- 
accidentally: how likely is it that an aircraft known by the 
Soviets to be a regular "snooper" around the fringes of 
their territorial limits would be permitted knowingly to ga 
anywhere near — or even seem to be going near — an air 
craft set up for a deliberate intrusion while both were im 
full view of known, plotted and analysed Soviet air defence 
radar systems? 










hat real doubts remain must concern the RC138z 
W: its crew notice 007's weather-radar emissions 

while 007 was within weather-radar range? Did its 
crew hear 007 giving incorrect position reports, and if se 
did they realise the signals were coming from the wrong 
bearing? The RC135 carries no air-defence type radar, 86 
any knowledge they could have had would have been 
gleaned from the signal analysers and direction-finders 
which are among its standard equipment. 

There are three distinct theories: first, that the RC135. d 
corded whatever data it obtained without any on-board 
analysis, and if 007's emissions were picked up, they were ' 
only recognised later for what they must have been. Sec- 
ondly, that 007's emissions were picked up and analyse 1 

but not recognised as such — in this 
theory, the puzzle was passed back to 
Shemya island via an electronic dati l 
link and if any answer as to the identity 
of the mystery aircraft was obtained if 
was too late because 007 had already 
been shot down. T 

The third and most sinister theory ii 
that the RC135 did indeed realise 007. 
was off course, with or without help: 
from Shemya island, and that a cons 
scious decision was taken to let it go 
without contacting it, thereby gaining 
much useful data as various Soviet de 
fence systems were brought into use to 
track it and intercept it. The US has de- 1 
nied any knowledge on the part of the 
RC135 whatsoever, but the denials have 
been flat statements with no details — 
the military is not saying what the 
RC135 could or should have been ableta 
find out about 007, if anything, giving - 
national security as the reason for its 
reticence. 

The US has yet to say anything speci- 
fic about facts gleaned through its own intelligence means. 
The only hard military data released were the Wakkanat 
radar tracks and the radio chatter from the Soviet fighters ` 
sent up to catch 007 over Sakhalin — chatter recorded by - 
the Japanese military, who reportedly were considerably - 
angered by the US releasing the data to the public without 
releasing any of their own, thereby perhaps compromising - 
Japan's monitoring but protecting that ofthe US. And such 
reticence by the US, coupled with the hints from officials 
that more is known, inevitably engenders suspicion Whe 7 
ther valid or not. Li 

It remains to be seen whether any of the outstanding — 
questions will be answered by evidence produced in court. — 
All that is certain is that the only person who actually killed - 
those aboard 007 — the pilot of the Soviet fighter which - 
shot down the flight — will not even be represented in 
court. He has been named by defence analyst Yossef ^ 
Bodansky, writing in Air Force magazine, published in 
Washington for the Air Force Association, as Maj. Vasiliy — 
Konstantinovich Kazmin. Neither his superior officers 
who gave him his instructions nor their political masters in 
Moscow have even admitted to making a mistake by shoot-  - 
ing down 007, let alone apologising for itor admitting legal 
responsibility. 
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By lan Findlay in Hongkong 
| Pr hange in China is evident across the 
l board. More foreign investors are 
- moving in, Marxism is questioned — 
4 for the moment, at any rate — as the 
— absolute doctrine, Confucius is back in 
favour and the country is making a 
"diplomatic offensive to improve its ties 
in Southeast Asia and elsewhere. The 
latest group to be affected by the new 
mood is China's intellectuals, particu- 
larly the country's writers. 
At the recent Fourth National Writ- 
‘ers’ Congress, the first since 1979, the 
‘Chinese Writers’ Association adopted 
a new constitution and re-elected 81- 
year-old Ba Jin as its chairman for the 
‘second time. The new constitution 
‘calls for freedom of thought, democ- 
- racy, and literary exploration which 
— will probe all aspects of life, without 
merely sticking to worker, peasant and 
— soldier stereotypes. 
Writers will still be “led by the com- 
munist party and guided by Marxism- 
$  Leninism," but there seems little doubt 
_ that intellectuals are being groomed to 
— take part in Deng Xiaoping’s most re- 
- eent economic reforms as messengers 
- of faith. 
_ From the start of the congress it was 
‘clear the 2,500 writers from around the 
— country who attended the various dis- 
_ cussions were expecting some news on 
the relaxation of political and cultural 
- restraints. And their hopes for the fu- 
- ture were given a boost when Hu Qili, a 
communist party secretariat member, 
pledged that writers would have more 
freedom to express their own feelings 
and would no longer be political 
targets. 
He explained that writers must have 
- freedom to choose their material and 
L the methods in which they work and 







that writers "must not be discrimi- 
nated against politically and must not 
— bepunished institutionally.” 
_ These were heartening words to a 
group that has been persecuted in 
purges almost constantly from Mao 
Zedong's abortive Hundred Flowers 
Movement in 1956 to the Democracy 
Wall Movement of the late 1970s. 

So what do these new pledges really 
mean to China’s writers? Can today’s 
writers — looking over their shoulders 
at past purges — trust a party that has 
so frequently abused and humiliated 
them? Will a relaxation of cultural and 
political restraints only be permitted 
as long as China's writers serve Deng's 
doctrine of "building socialism with 
Chinese characteristics?" 
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The seed of freedom in a 
e political climate 


Ding Ling: protective of the new freedom. 





As Ba Jin, China's foremost contem- 
porary novelist, waits "dreaming and 
thirsting" for China to produce a mod- 
ern Li Bai or Du Fu and “yearns for 
China’s Dante, Shakespeare, Goethe 
and Tolstoy to appear,” what course 
will China’s writers take? The reported 
euphoria of the congress would appear 
to be heralding a period of genuine ar- 
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tistic liberalisation. The tragic prece- 
dents of 35 years of communist rule 
suggest something else, however. 
Since Deng set out in the late 1970s 
to reform China's backward economy, 
he has made some notable changes and 
gone some way towards breaking 
China's isolation from the world. From 
capitalism he wants to take the best of 


What price the new shoes? 


To Get Rich is Glorious by Orville Shell. 
Pantheon Books. US$15.95. 


t is perhaps a cruel exercise to quote 

authors back at themselves. It is 
sometimes irresistible nonetheless, 
particularly when the subject is China, 
about which Western opinions tend to 
move up and down like a see-saw. 

Shell, an American China expert, 
was inspired in 1976, the year of Mao 
Zedong's death, to hold forth in almost 
biblical terms: *. . . Mao had trans- 
formed his being, even his personality, 
into a series of carefully thought out 
and organised ideas ... And in the pro- 
cess, the thought of Chairman Mao be- 
came inculcated in almost every 
Chinese. The word almost literally be- 
came flesh. And it seemed clear, even 
before Mao died, that his death could 
not erase the way in which he had al- 
most become transubstantiated in his 
people." | 

Transubstantiated, no less. Shell's 
newest collection of New Yorker essays 
on China argue with equal force that 
the Chinese have discarded Mao's le- 
gacy like a pair of old shoes. As he puts 
it: "It was hard to imagine how, short 
of being at war, a country could begin 
to change so fast." This does not mean 
that Shell is a fool. China has indeed 
changed very rapidly. 
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A dose of scepticism about the depth 
and durability of these changes, how- 
ever, might be in order — just as scepti- 
cism about the wilder claims of 
Maoism was necessary when the chair- 
man held sway. The Chinese them- 
selves, after all, are tremendous fence- 
sitters, much less inclined to jump to 
conclusions than Western observers. 

Shell, though rejoicing in the new 
economic freedoms, is anxious about 
the consequences of too much too fast. 
He worries about the good — the col- 
lective spirit in public projects — being 
discarded with the bad, such as 
isolationism and oppression. He points 
out, rightly, that China has always as- 
pired to more than prosperity. China 
wanted — and still wants — a kind of 
"spiritual ^ infallibility" ^ (Shell's 
phrase), described. as guocui (national 
essence). T 

Confucianism was regarded by trad- 
itional scholar-officials as the guocui, 
but it could not saye the country from 
ruin and foreign exploitation. But, 
says Shell, Mao and his “revolutionary 
peasant nationalism” restored the na- 
tion’s pride. Maoism, from this point of 
view, was the guocui. And now the 
country, lacking a guocui, is in danger 
of falling apart. 

Many of the old revolutionary guard 
no doubt see it this way. The en- 
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technology and management methods; 
he has reformed the educational sys- 
tem and allowed Chinese students to 
study abroad. 

He has broken up the communes, 
given substantial bonuses to workers 
and peasants and created a new con- 
sumerism. But Deng is still a com- 
munist. Free political and artistic ex- 
pression and the right of people to 
choose their destiny remain anathema 
to him and his party. 

And then there are Deng's critics to 
contend with. Traditionalists such as 
Chen Yun and Marshal Ye Jianying, 
both veterans of the Long March of 


1934-35, have made it clear. they | 


are not happy with Deng's economic 
policies. The traditionalists see the 
power of the communist party being 
eroded, and view any form of capitalist 
experimentation as a denial of the 
superiority of communism. 

They point to crime, bribery, un- 
employment and corruption resulting 
from Deng's economic reforms. They 
distrust the relaxation of cultural re- 
straints, which they see as a denial of 
communist ideals; literature and art 
must serve the party and the people. 

Deng, therefore, must be careful. 


thusiasm with which Mao's monu- 
ments are pulled down suggests these 
views are not held by the broad masses. 
Indeed, China without Mao seems a 
much happier and, yes, prouder place. 
And though Chinese like to talk about 
the spiritual essence of Chineseness, 
they usually have a hard time defining 
it. 

Usually, they will come up with 
wenhua (shared ancient culture) or 
renqing (human feelings). These feel- 
ings, which are said to transcend such 
impersonal artifacts as the law, are 
usually reserved for one's family, and 
sometimes friends — never for outsid- 
ers. Mao tried to tear the fabric of 
family life apart, an endeavour which 
flew in the face of everything for which 
Chinese civilisation has stood. 


Dr has concentrated on changes 
which are perhaps symbolic rather 
than substantial: Pierre Cardin’s 
shenanigans with high fashion and 
haute cuisine, for example, or the 
luxurious Great Walt Hotel in Peking, 
at which local Chinese can only gape in 
wonder. Although these aspects of 
China's open door are totally irrele- 
vant to most Chinese lives, they are in- 
teresting nonetheless, for they repre- 
sent an old Chinese dilemma: how to 
use foreign ideas without being influ- 
enced — or as Chinese conservatives 
would put it, tainted — by them. 
Chinese reformers in the 19th cen- 
tury thought they had the answer: 
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At the same time as curbing the “left- 


ists" remnants of the Cultural Revolu- | 


tion, he must bring more intellectuals 
into the party and encourage writers to 
"develop socialist literature with 


| Chinese characteristics." He needs the 


writers who have been attacking the 
rule of the party's cultural bureaucrats 
since the end of the Cultural Revolu- 
tion. 


riters of the so-called literature of 

the wounded school and propo- 
nents of "new realism," have been not- 
ably successful. Their success aided 
Deng's case by criticising the Gang of 
Four and giving a fairly accurate ac- 
count of some of the social conditions 
in which people lived. 

But writers are aware that things 
may change quickly when Deng dies. 
And at their congress, not attended by 
such well-known ideological figures 
such as Deng Liqun and Hu Qiaomu, 
the writers and party cultural figures 
were cautious enough to point out the 
role of the party and Marxism- 
Leninism in artistic freedom. Writing 
and artistic freedom are to raise 
"ideological levels" and "led by the 
communist party and guided by Marx- 


Zhungxue Weiti, Xixue Weiyong, or 
"Chinese learning for spiritual es- 
sence, Western learning for practical 
use." As Shell points out, these so-call- 
ed “self-strengtheners” hoped “to pro- 
tect China's traditional cultural iden- 
tity from erosion while borrowing 
Western technology to build arsenals, 
railroads, steamships . . ." 

Such “foreign experts" as Cardin are 
supposed to fill the same function. In 
Shell's words, *China's leaders seemed 
to have the quaint idea that aspects of 
Western fashion could be detached 
from the Western value system out of 
which they had grown; that they could 
be borrowed like a computer and plug- 
ged in to serve the Chinese Revolu- 
tion without any broader political 
impact." 

One can only agree with Shell that 
this is a fallacy (though the Chinese 
leaders may not be quite as naive about 
it as he thinks): an economic open door 
inevitably will bring in all kinds of 
"spiritual pollution." Shell appears to 
find this a pity. He signals the new pro- 
liferation of Western-style restau- 
rants, coffee-shops with their garbled 
English signs, and pop music with an 
air of disappointment. Under Mao, he 
writes, “credit cards and coffee were 
not ‘Chinese,’ and China was not about 
to swerve out of its revolutionary orbit 
to provide them for foreigners. While 
refusals to accommodate such foreign 
habits were perhaps inconvenient, 
they did imbue China with a unique- 





ism-Leninism." Although Deng is in 
favour of reforms it was only four years 
ago, after crushing the Democracy 


| Wall Movement, that he was attacking 


| artists for engaging in bourgeois 
liberalism and being too interested in 
the West. 





| 






Moreover. what is "socialist literas 


ture with Chinese characteristics 7 
The "golden era" for socialist litera- 
| ture as espoused at the writers' cone 
gress by the association's new vice- 
chairman, the short-story writer Wang 
Meng, is to be the literary twin of 
Deng's 


"building socialism with 





Dancing in Peking: steps West. 
ness that made visits there seem exotic 
and exciting.” 

The passing of this type of exoticism 
is often lamented by Western visitors 
to Asian countries. But what seems 
exotic to the outsider is often boring, 
stifling and oppressive to the people 
who have to put up with “uniqueness.” 
If less exoticism is the price Chinese 
have to pay for joining the modern 
world, by all means let them get on 
with it. 

Still, these quibbles aside, the book 
is worth reading for its descriptions of 
daily life in China. Shell is the sort of 
man one would like to travel with: 
knowledgeable, curious and never a 
bore. And this, especially in the case of 
China experts, is a rare combination. 

— IAN BURUMA 
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Peiglism will learn from the capitalist 
‘nations of the world, but retain its 
Chinese features, meaning the doctrine 
Of the communist party. 

— Wang, nevertheless, suggests open- 
l mindedness — a spirit of reform and 
_ seeking truth. Perhaps he momentarily 
* forgot that in a similar mood of reform 


ment he attempted just this when he 
blished his short novel A Young Man 
Birrive: at the Organisation Depart- 
ment. In the following year he was 
-eriticised for this work; after a brief 
burst of “reform” and controversy, 
ES ang criticised himself, writing: "I 
fa ed to light my path with the bril- 
| hance of Marxist-Leninist thought, 
and drowned in an ocean of ideas, 
viewpoints and waves of emotion.” 
£ jw nd later, “I am opposed to the separa- 
Ee of the spirit of socialism from the 
alities of life.” Wang spent 17 years 
B exile in Xinjiang province. 

_ To be sure, in the “golden era" that 
M Vang enthusiastically endorses, liter- 
‘ature will no longer only talk about the 
— perfect world of peasants and workers, 
_ dt will serve Deng's cause by describing 
_ the wonders of the Four Modernisa- 
tions and the growth of the 14 newly 
_ Opened coastal cities — the very same 
— Cities that were once treaty ports. 

- If a writer were to write truthfully 


M Roses and Thorns: The Second 
— Blooming of the Hundred Flowers in 
— Chinese Fiction 1979-1980 edited by 
— Perry Link. University of California 
- Press. US$32. 

















i 
En 1976, following the end of the 
| 10-year Cultural Revolution, China 
‘started to undergo a literary renais- 
sance. The flood of novels, short stories 
and reportage beginning to appear in 
the country's staid magazines and 
‘newspapers became known variously 
P; as the “literature of the wounded,” 

7 Ear literature," and "the literature of 


l S Whatever the popular or literary 
labels, the stories dealt tellingly with 
the suffering and madness of 25 years 


- litical tragedies of the late 1950s anti- 
rightist campaign, the horrendous 
_ Great Leap Forward, the terror of the 
- Red Guards during the Cultural Rev- 
olution, and the Gang of Four became 
politically safe subjects for writers. 

It also became acceptable — and 
_ often imperative for political and cul- 
tural expediency — to describe the re- 
sulting social catastrophe: the destruc- 
the family; poverty and 


tion of 
— hardship of the peasants in rural 
China; corruption of the legal system; 
| disaffection of educated youths who 
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Ba Jin: writers still to be led by the party. 


what he sees, and should this view not 
fit in with Deng's “building socialism 
with Chinese characteristics" or with 
"socialist literature with Chinese 
characteristics" what would happen? 
Self-criticism, exile, jail? After all, 
today, many of the same men rule that 
were in power in 1956. 


The idea of “developing socialist lit- | 


erature with Chinese characteristics" 
is not a new one. The 1956 slogan "Let 
a hundred flowers bloom, let a 
hundred schools of thought contend” 


7. bouquet of safe subjects 


had been sent to the countryside, and 
the desperate position of impoverished 
intellectuals. 

Between 1977 and 1980 writers 
emerged from years of prison, exile 
and obscurity. But most important to 
China's ailing literary world was the 
emergence of young writers who had 
been educated and formed intellectu- 
ally under the rule and guidance of the 
Chinese Communist Party and who 
had the courage to speak out. The writ- 
ers — some of whom appear in this vol- 
ume — such as Lu Xinhua, Kong 
Jiesheng, Jin He, Wang Meng, Jiang 
Zilong, Ye Wenfu, Liu Binyan and 
Chen Rong, wrote with a sense of pur- 
pose that had not been seen in China 
since the mid-1950s. 

Some of the dozen stories in this 
volume, like their authors, will be 
well-known already to readers famil- 
iar with post-Cultural Revolution lit- 
erature. The subjects covered hold few 
surprises in style and content. There is 
also little in the stories offering any 
new insights into the suffering and tur- 
moil of the past 30 years. 

Link has chosen the stories carefully 
to give as broad and interesting a sam- 
ple of writing in China as possible, 
during 1979-80. He has also thought- 
fully added a short glossary and name 
list which will occisa aussen Acetate 5c cain mec amr eiue e | readers unfamiliar 
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spoke out about the narrow ness of 
socialist realism and the constraints of 
the party. 

In recent years, few writers have 
come out and attacked the party’s cul- 
tural policies with any real sense of 
conviction. Those who have been re- 
habilitated, such as Ding Ling, Ai Qing 
and Wang, would often appear to be 
more interested in protecting their new 
found freedom after years in the wilder- 
ness. 

If Ba is wondering why no Dante, 
Shakespeare, Goethe or Tolstoy has 
appeared in China, he ought to look at 
the leading writers in his own associa- 
tion who have remained silent about 
the origins of China’s terror in the past 
35 years. Have such people kept quiet 
to protect their privileges of foreign 
travel and their positions within the 
cultural establishment? 

Their private remarks about the 
party have often differed from their 
public pronouncements. Much as they 
talk about a *golden era" for socialist 
literature and so forth, nothing will 
really change for writers until some 
break ranks completely with the party 
and write what they want, in whatever 
genre they choose. The idea of any 
Chinese writer producing a work 
exploring the terror of China's own 


with Chinese political terms and cam- 
paigns. For the most part, the trans- 
lators have done an admirable job in 
rendering the stories into a style of 
English that reflects the tone and 
rhythm of the originals. 

Wang Meng's lyrical short story Eye 
of the Night is unusual in contempo- 
rary Chinese literature — there are no 
stereotyped heroes and villains, no 
clear-cut story and no “message” from 
which the reader might take comfort. 
The tale is a simple one: Chen Gao, who 
has been living in the countryside for 
20 years, returns to the city for a meet- 
ing and runs an errand for one of the 
leaders of his provincial town. Chen 
wanders through the city, taken aback 
by the vitality of city life, comparing it 
to the remote town in which he lives. 
His errand is a failure and he retreats, 
defeated and in panic. 


n this story. Wang pays more atten- 

tion to the individual than is common 
in contemporary Chinese fiction. 
Wang might have intended pointed 
criticism in his. observations of past 
wrongs and present problems — such 
as guanxi (connections), so often 
needed to get things done — but it does 
not come across that way. What is more 
important is the pathetic picture of 
Chen as a man adrift, alienated within 
his own culture. 

It is this profound sense of alienation 
which is most striking in many other 
stories in the book. Examples include 





prison system or the incorrect use of its 
asylums in treating “dissidents” or cri- 
minals is something that is highly un- 
likely. 

The appearance of an Aleksandr 
Solzhenitsyn on China's literary and 
social scene is virtually impossible, 
given the enormous party and police 
controls, as well as the self-censorship 
among the writers themselves. During 
the last campaign against "spiritual 
pollution" it was remarkable just how 
silent China's leading literary figures 
were. 

Since the time of the emperor Qin 
Shi Huang, who buried Confucian 
scholars alive and burned their books, 
the role of the Chinese intellectual and 
writer has been a perilous one. To bean 
intellectual in contemporary China is 
still downright dangerous. Spiritually 
and psychologically wounded by one 
political and literary campaign after 
another, China's writers have learned 
not to trust each other very much. 

The crime of being a "counter-rev- 
olutionary" is enshrined in the con- 
stitution. Being critical in China is tan- 
tamount to being unpatriotic. Pro- 
vided one has a sufficient number of 
influential political friends, the party 
and the state can tolerate a fair degree 
of criticism. But it will only be toler- 
ated while those people remain in- 
fluential. o 





the two poverty-stricken intellectuals 
in Nest Egg (by Wang Zhecheng and 
Wen Xiaoyu), who fear a meeting with 
an old college friend who has made 
good in the United States; the couple in 
Dai Qing’s Anticipation, who have 
been separated for 15 years, and the 
tragic romantic in Zhang Jie's Love 
Must Not Be Forgotten. In each of 
these pieces the characters long for a 
time past when, had they been less 
naive, they would not have sacrificed 
themselves so willingly for the party. 

Another theme is evident in The 
Good Luck Bun by Liu Qingbang, 
which is a story as much about the 
high-handedness of rural party offi- 
cials as about starvation during the 
Great Leap Forward. Cao Guanlong's 
tragi-comic tale, Three Professors, 
captures the mindless persecution of 
intellectuals by ignorant party "inves- 
tigators." 

Although there is:wry humour in 
some stories, the collection's most fa- 
mous story, Chen Romng's At Middle 
Age, exposes the hardship, neglect and 
slow destruction ofd.u Wenting, an 
oculist. True to form as a gritty 
socialist heroine, she is old long before 
her time. Chen touches on just about 
every problem faced by Chinese intel- 
lectuals since 1949: persecution, low 
social status and poor pay, to name but 


three. (In China anybody with an edu- | 


cation is classified as an "intellec- 
tual.") 
The tale, which ought to have been a 
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Bangkok Taipei, Peking — the 
unsettling eternal triangle 


By Bertil Lintner in Ban Mai Nong Bua 


wo events have socially and eco- | came — not exactly surprisingly — 


nomically altered the structure of 


| northern Thailand more than anything 


else: the arrival of the railway in the 
1920s and the 1949 communist victory 
in China. After more than 10 years of 


hard work, blasting through the hills, | 


the first train steamed into Chiang Mai 
and the king in Bangkok could expect 


to control his northern subjects more | 


effectively. But with the railway 


| Chiang Mai, 


thousands of enterprising Teochew 
(Chao Zhou)-speaking Chinese from 
Bangkok. With trading partners and 
relatives already well-established in 
business in the capital, they swiftly 
took over most of the commercial ac- 
tivities in the north as well. 

Today, the Teochew can be seen in 
shops and company offices all over 
though bearing Thai 
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Democracy Wall: a short-lived spring. 
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cry of rage, is marred by sentimental- 
ity, weak characterisation and formula 
writing. “You need your health for the 
Revolution! We must be responsible 
towards the Revolution, and towards 
the party!” Nowhere does Chen — or 
any of the other authors — challenge 
the party or condemn it for the waste of 
lives. The scapegoats are always the 
Gang of Four or cadres who have been 
corrupted by power. 

On the other hand, the stories do 
paint a picture of Chinese society 
which Western leftists long refused to 
accept — and which many still do. One 
wonders, however, for how long 


| Chinese writers will have to stick to at- 


tacking such an obvious target as the 


| Gang of Four, or continue harping 
! back to the 1950s? How long will writ- 


ers remain unable to deal with the 


| problems of intellectuals and of peas- 


ants more honestly? The answer would 
seem to be “for as long as the party 
continues to control art and literature 
for its own political and cultural 
ends.” — IAN FINDLAY 
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names and being just as assimilated as 
their cousins in Bangkok. Onlv the 
older generation meet to chat, play 
checkers and read Chinese newspapers 


| at the old-fashioned Samakom Dontri 


Chin (Chinese Musical Association), 
just behind the Warorot market, where 
many of them sell agricultural produce 
from the surrounding countryside. 

Their children and grandchildren 
show little interest; they seem to prefer 
the company of young Thais of their 
own age in the bowling alleys. discos 
and ice-cream parlours 

While the degree of integration is 
rather high among the Teochew- 
Chinese in Chiang Mai and other 
northern urban centres, the Mandarin- 
speaking settlements in the hills re- 
main very much culturally and linguis- 
tically isolated from the mainstream of 
Thai society. Even the outer appear- 


| ance of the village of Ban Mai Nong 


Bua is unmistakably Chinese: walled 
compounds and wooden gates with 
Chinese characters written on sheets of 
red paper. A Chinese temple, erected in 
honour of the goddess Kwan Yin, 





stit 


stands at the foot of the hill. Nearby is 
a small spa. The caretaker, who is also 
the headman of the village, is a retired 
Kuomintang (KMT) officer who fled 
Yunnan when the communists 
marched in 35 years ago. 

In early 1950, several regiments of 
beaten nationalist soldiers streamed 
south, across the border to Burma's 
Shan states. From there, they tried in 
vain to reconquer China — only to find 
themselves driven even further south 
into Thailand 10 years later (REVIEW, 


6 Sept. 84). 
Gradually, relatives, wives and 
whok families, including eligible 


young women of marriageable age, 
also migrated south from Yunnan, and 
the KMT military men were able to set- 
tle down to a more orderly family life. 
With thousands of soldiers around, the 
young women were especially wel- 
come, but they came in insufficient 
numbers and tended to marry into the 
officers’ class. Many of the other ranks 
intermarried with local women gener- 
ally from the Yao and Lisu hill tribes. 
Thus, in the early 1960s, their 
former, purely military base camps 
along the northern Thai border had be- 
come more permanent settlements. 
The Thai authorities, however, 
shrewdly perceived that these new, of- 
ficially “illegal” immigrants could ful- 
fil a useful role in bolstering the secu- 
rity of the kingdom. The KMT rem- 
nants were used as border police and 
for collecting intelligence from across 
the frontier; they were sent to protect 
road construction crews in communist 
insurgent areas in Thailand's north 
and northeast, and some of them even 
participated in actual combat. Morethan 
1,000 KMT troops are said to have taken 
part in drives against the Communist 
Party of Thailand (CPT) in the Khao 
Kormountains as lateas January 1981. 
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The Origins of the Cultural Revolution, 
2.2: The Great Leap Forward 1958-60 
+» by Roderick MacFarquhar. Oxford Uni- 
_ versity Press. £22.50 (US$26). 


hw: 
eae reedom "does not consist in the 
dream ofindependence of natural 
ws, but in the knowledge of these 
“laws, and in the possibility this gives of 
Systematically making them work to- 
wards definite ends . . . Freedom of the 
will therefore means nothing but the 
capacity to make a decision with real 
knowledge of the subject." 

With this aptly chosen quotation 
from Friedrich Engels, MacFarquhar 
begins the second volume of his mas- 
terly account of the tensions in the 
Chinese leadership leading up to the 
Armageddon of 1966-67. With the wis- 
dom of hindsight, we see that these 
tensions fundamentally arose from 
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Samakom Dontri Chin: chat and checkers. 


Today, most of the ex-KMT soldiers 
have settled down in border villages 
such as Ban Mai Nong Bua as mer- 
chants and farmers. Despite their rela- 
tively small number — 10-20,000 — 
they play animportant rolein northern 
Thailand's economy. In addition to the 
traditional source of income — cross- 
border trading with Burma — they also 
act as middlemen between the local 
Thai farmers and merchants in the 
towns. 

But the policy never was to fully in- 
tegrate them in Thai society. A reset- 
tlement deal was made in 1971, when 
about 3,000 — or roughly 25% — of the 
KMT-Chinese were given Thai citizen- 
ship. In accordance with this agree- 
ment, it was officially announced that 
they were expected to close down their 
Chinese-language schools, to learn 


uctuating fortunes 


Mao Zedong pushing at the limits of 
the humanly possible, which increas- 
ingly aroused the misgivings and op- 
position of other leaders. 

It is, however, a mistake to imagine 
that Deng Xiaoping and Liu Shaoqi 
vigorously opposed Mao's Great Leap 
Forward. They and Zhou Enlai were 
closely identified with the policies of 
the day, and it was not until thorough- 
going remedial work was needed in the 
early 1960s that their difference of out- 
look became fully discernible. For in- 
stance, as MacFarquhar points out, 
Liu and Deng were personally accused 
in the Cultural Revolution of having 
excessively promoted grain produc- 
tion at the expense of other crops — 
which was in itself the central flaw in 
Mao's later agricultural policy. 

It is interesting to find Zhao Ziyang, 
now China's premier, caught up in the 
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Thai and to become ordinary residents. 
Two years later, on 6 May 1973, a head- 
line in the English daily Bangkok Post 
read: "KMT to disband — pledge to 
disarm.” And on 15 April in the follow- 
ing year: “KMT-run schools face axe 
— Government says obey Education 
Act or else.” 

However, that the same orders were 
repeated in June 1984 demonstrates 
quite clearly that nothing really 
changed. The future of the KMT- 
Chinese settlements in northern Thai- 
land is still uncertain — and so is the 
legal status of their inhabitants. This 
appears to have contributed to the ob- 
vious sense of ambiguity in their na- 
tional loyalties. 

Politically and culturally, links with 
Taiwan remain strong. Newspapers, 
periodicals and teaching material for 
the local Chinese school arrive regu- 
larly from Taipei and this is undoubt- 
edly appreciated by the KMT-Chinese 
here, Some even refer to the Taiwan 
Government as “our government” — 
but quickly add they are also loyal to 
the king and queen of Thailand, that 
they would like to stay here and, if pos- 
sible, acquire Thai citizenship. 

oO of about 700 children in the 
school in Ban Mai Nong Bua, less 
than 20 are Thai citizens. Chinese is still 
being taught early in the morning and 
in the late afternoon, while Thai is the 
medium of instruction in regular 
hours. That poses no problem up to the 
sixth year of primary schooling, but 
without citizenship, most children are 
barred from further education in Thai 
schools in the towns. The Taiwan Gov- 
ernment offers 40 scholarships a year 
for studies in Taiwan and another 160 
go there annually at their parents’ ex- 
pense. 
Thais Chinese? 


or nationalist 


logical tangles of the Great Leap For- 
ward and its failure. Zhao wrote in 
1979 that his former boss, Guangdong 
provincial party chief Tao Zhu, was at- 
tacked by Mao for trying to stop the 
peasants from concealing a portion of 
their grain harvest. Regardless of the 
economic issues, this showed the bud- 
ding of Mao’s later obsession with 
grain storage, of which concealment is 
only one form. Tao, and presumably 
Zhao, already ed a flicker of the 
idea of rural cash-flow on which 
Deng’s ab tae il is based. 

The cyclic nature of Chinese politics 
nowadays has been reduced from a 
dynasty at a time to about a decade at a 
time. It is too early to say whether the 
cycle has been broken now by Deng 
and his supporters. But at the “high 
noon” conference at Lushan — as the 
author calls it — Peng Dehuai was in 
1959 vigorously attacked by Sichuan 
party boss Li Jingquan for criticising 
the Great Leap Forward. Only eight 
years later Li himself fell victim to the 
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Bangkok or Taipei? — “I live here with 
my father in Thailand. My elder sister 
is in Taiwan. I have cousins and 
nephews in mainland China, and a 
younger sister in Burma. My father-in- 
law is in Malaysia and I have other in- 
laws in Australia and the US. It’s hard 
to say what I am,” joked Mah, 34, a 
teacher in the local school here. 

Their perception of China — the 


“part of China which is occupied by | 


the communists,” as they say — is also 
complex. Since diplomatic relations 
were established between Bangkok 
and Peking in 1975, it has been possi- 
ble for them to write letters and send 
money to relatives in China, so there is 
a contact despite the political differ- 
ences. Lately, Chinese broadcasts over 
Radio Peking, according to people 
here, have praised them as “brave 
fighters” who should “return to the 
motherland.” But despite a cautious 
optimism concerning the new policies 
in China, the Chinese in Ban Mai Nong 


1 . 
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Red Guards for his “monarchic” rule 
in the rich western province. 

With another twist of fate, Chen 
Boda was attacked by Peng at Lushan, 
took his revenge during the Cultural 
Revolution, but then, after Mao’s death 
and the purge of the Gang of Four, 
himself fell victim drawing a long 
prison term at their trial in 1981. 

It is the succession of ups and downs 
in the fortunes of Chinese leaders that 
lends the country’s modern politics its 
special flavour. MacFarquhar has suc- 
ceeded in showing that the phenome- 
non has its origins in the early 1950s. 
Whether this represents a throwback 
to foreshortened dynastic cycles, or a 
set pattern which will continue and 
occur again after the disappearance of 
Deng from the political stage, the next 
decade will show. Meanwhile, all stu- 
dents of modern China look forward to 
the third volume of this scholarly 
series. It is a great pity that atrocious 
proof-reading should mar the work's 
authority. — DAVID BONAVIA 
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Bua remain extremely sceptical of the 
leadership in Peking. 

“Tf life is easier in China now, that's 
good. But how can we trust the com- 
munists? They can change anytime," 
said Min Chai, a 57-year old former 
KMT colonel who had fought the 
Chinese communists as well as the 
CPT. Liu Te-shin, another KMT of- 
ficer, recalls that 15 years ago he trek- 
ked over the hills of Burma, across the 
Chinese border, to meet his relatives. 
But he was not impressed with what he 
saw and says he would not like to re- 
turn: “I invited my relatives for dinner 


| and the waiter scolded me for ordering 


too much food. That's not the Chinese 
way," he said. 

Given their capitalist lifestyle, a re- 
turn to the Chinese mainland seems to 
be out of the question, even if things 
are changing there. Taiwan is no op- 
tion either, since they say they have a 
sense of belonging to Thailand, rooted 
in the many years they have lived here. 
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Nong Bua: rural Chinatown. 


In contradiction to this stands their 
isolation in the hills and their strong 
feeling of cultural and national iden- 
tity. Assimilation, which would re- 
quire the adoption of Thai language as 
their mother tongue, Thai customs and 
social behaviour, seems remote and 
would hardly be achieved even within 


| this generation of KMT-Chinese. 


Possibly at the Samakom Dontri 
Chin, the old Teochew men one day 
will be replaced by the second genera- 
tion KMT-Chinese, repeating the old 
habits; spending the days in the news- 
paper-Croom — and complaining in 
Thai, spoken with a broad Chinese ac- 
cent, about the young ones who cannot 
speak Chinese properly anymore and 
who have forgotten their Confucian 
concepts. oO 
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E By Paul Ensor in Seoul 


| JA ith elections for South Korea's 
) W National Assembly due in 
February, the country's large 
- external debt shows signs of becoming 
a major political issue — with opposi- 
_tion-party members, backed by a series 
of critical articles in major newspapers 
on one side, and the government, 
which generally enjoys the respect of 
- its foreign creditors, on the defensive. 

—. That the debts should have become 
such a political football is hardly sur- 
prising; the economy is performing 
well and the government is taking the 
— credit. Critics of the government have 
— found what they feel is a blot on the 
P government's economic copybook in 
_ the debt problem. 
Certainly the debt issue strikes a raw 
















- nerve in many South Koreans. As Dong 
— A Ilbo editor Kwon Okie points out, 
L debts to foreigners have bad associa- 

— tions in the minds of many South Ko- 
— reans: the Japanese used unpaid debts 
as an excuse to annex Korea in 1910. 
"Our worries about debts are a typical 
- kind of Korean insecurity; in some way 
dealings with foreigners are felt to in- 
evitably result in debts, which will 
—only be paid under duress,” he said. 

This sense of vulnerability is re- 

- flected in press reports of the problem. 
—One Korea Times article, discussing 
_ how interest payments had aggravated 
the current-account deficit, bemoaned 
the fact that the deficit ". . . is still at 
the mercy of outward forces . . . the 
_feurrent account] figure showed that 
US$1.52 million was lost to foreigners 
in the January-November period." 
_ Other papers have carried front-page 
* editorials and cartoons critical of the 
— government's position on debt. High- 
p ranking bureaucrats have appeared on 
special TV programmes to defend the 

— government stance. 

— The sheer size of South Korea's debt 
- is what most of its critics find daunt- 
ing; as of end-1984, total debt was esti- 
—mated at around US$43 billion, or 
- around 54% of gross national product, 
up from US$40.1 billion a year earlier. 
Projected 1985 borrowings are not 
settled, but officials say they will be 
roughly the same as the US$6.1 billion 
| gross disbursed in 1984. South Korea is 
Asia's largest borrower, and the 
fourth-largest in the world, after 
Mexico, Brazil and Argentina. 

The government argues that the 
size of the debt alone is not the 
best measure of the situation. Kim 
Kihwan of the Economic Planning 
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Foreign borrowing becomes a political issue in South Korea 


Sovereign debt debate 
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Board said: “Surèly, in terms of abso- 
lute size our debts are among the 
world's largest, but then our economy is 
large, and our credit rating is good. Our 
debt-service ratio is only around a third 
of those of the big three Latin American 
debtors, and our record on balance- 
of-payments improvements in the cur- 
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rent account has, been respectable." 

South Korea's situation is very dif- 
ferent from that of the Latin American 
debtors. It has a good record on repay- 
ments and a more balanced economy, 
able to switch into new areas of indus- 
trial exports to pay its bills rather than 
depending on a few raw-material ex- 
ports which are vulnerable to fluctuat- 
ing world market prices. Foreign 
bankers are impressed by the manage- 
ment of the economy since the difficult 
1980-81 period, when South Korea 
was shaken by the second oil shock, 
world recession and political instabil- 
ity in the wake of the assassination of 
president Park Chung Hee. As Tsu- 
guaki Kobayashi of the Fuji Bank put 
it: "The debt figure is certainly high, 
but the government has been success- 
ful in its push for stability." 

While most bankers agree that 
Seoul's handling of its debts has been 
skilful in recent years, they also admit 
that it is managing a tight balancing 
act, working with a huge set of vari- 
ables that do not always follow official 
projections. What happened to South 
Korea's current account in 1984 is 
a case in point. In 1984 the deficit was 
in excess of the government's projec- 
tion of US$1 billion, reaching US$1.4 
billion at year-end (but down from the 
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The Euroyen emergent 





Tokyo's withholding tax reform will boost the bond market, 
but it is also claimed to be strengthening the structure 


By Richard Hanson in Tokyo 


ith their sudden decision to re- 
form taxation of Euroyen bonds, 
Japan's tax authorities can either be 
hailed for clearing a major obstacle to 
nurturing a healthy Euroyen bond 
market, or roundly praised for success- 
fully defending Japan's tax system. 
For the past 10 months, the Ministry 
of Finance (MoF) had stubbornly re- 
fused to exempt Japanese companies 
from a tax on interest payments to 
foreign investors who purchased yen- 
denominated bonds in the Euromar- 
ket. Such a concession, tax officials ar- 
gued, could undermine the integrity of 
the domestic tax regime, in which tax 
withheld on interest payments fea- 





tures prominently. The embarrassing 
result was that there have been no such 
Japanese corporate issues since the 
MoF “liberalised” the market with 
great fanfare in April 1984. 

After several rounds of talks, how- 
ever, the MoF seemingly bowed to in- 
ternational pressure earlier this month 
and agreed with the United States 
Treasury that Japanese corporate 
Euroyen bonds can be exempted from 
the withholding tax, but that the 
exemption only applies when the 
buyer is not a resident of Japan. Cur- 
rent plans call for the first corporate 
issue to go to market on 1 April. 


After years of tight control on the 
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deficit of US$1.6 bil- 
lion in 1983). This was 
due mainly to heavy 


strategic stockpiling E 
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oil in the early pal 
the year, spurred 
worries about the Gulf 
war. 

When international 
interest rates rise by 
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one percentage point, c i 

this adds ^ around || (USSmillion) | 1981 | 1982 | 1983 | 1984* | = 

US$280 million to out- Outstanding debt 32,480 $7,120 40,448 42.358 ! = 
M. Current account —4, =, =, —1,51 

flows on the current BY ; Debt-service ratio | 20.4% 2196 19.4% | ma 


count. Unexpected in- 
creases in 1984 pushed 
up the current-account 
deficit by US$300-400 
million, according to a Ministry of Fi- 
nance (MoF) official. 

Higher interest páymerts on exist- 
ing debts also pushed outflows up‘ 
slightly. Once again, the government is 
setting itself tight parameters: it hopes 
to cut the deficit to US$600-700 mil- 
lion in 1985. i 


*1984 fi 


wing to the larger-than-expect- 

ed deficit, South Korea had to 

borrow more'than it had expect- 
ed in 1984 — a total of US$6.1 bil- 
lion, according to preliminary MoF 
figures, compared to the US$5.7 bil- 
lion originally planned: Some bank- 
ers doubt whether deficits, and thus 
borrowings, can be held down in 1985; 
“The margin for error i$ pretty slim 
right now,” Lucien Dautresme of 
Banque Paribas observed. However, 
the major American lenders, who have 
the biggest stake in the country, are 


for first 11 months. 
Source: omic Planning Board. 












National Assembly: 
the political factor. 
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gaining the confidence 
of foreign lenders. The 
Samsung group has Ted 
the field in this area 
raising. US$30 million 
in floating-rate Purge 
bonds in May, followed 
by a US$140 million 
syndicated borrowing 
in November, bath ta 
finance its drive 
into semiconductors 
(REVIEW, 8 Nov. '84). 
There have also been 
positive comments from 
the multilateral . lend- 
ers. During a meeting 
here in July, Interna- 
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reducing the size of incremental debts | tional Monetary Fund representative 


and improving the balance-of-pay- 
ments situation are Working,” said 
A. K. Mathrani of Chase Manhattan: 


“I believe the[South] Koreans have the | 


tools to hold both down.” 

South Korea’s good standing among 
its creditors has meant lower rates on 
new borrowings: «In _ 1978, 
sovereign borrowers could expect to 
pay around 1.875 of a percentage point 
above the London inter-bank offered 
rate (Libor), while in 1984 they have 
been able to borrow at 0.625-0.75 of a 
point above Libor. Big sovereign bor- 
rowers, such as the Korea Develop- 
ment Bank and Korea Exchange Bank 
have established strong relationships 
with foreign lenders which have 
further contributed to their good 
standing. 

New forms of borrowing such as 
floating-rate notes are becoming more 


confident. “Present policies aimed at | common, and private companies are 
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frequency and qualifications for is- 
sues, the Euroyen bond market roared 
into action in December 1984, when 
non-Japanese corporate» issuers, as 
well as a broad range of Sovereign-risk 
entities, were allowed to issue yen de- 
nominated bonds in Europe. 

In its first month of' activity, the 
market experienced about half as 
much of the volume seen since the first 
Euroyen issue was made about a de- 
cade ago. The popularity of these is- 
sues reflects, among other things, the 
fact that the yen issue can be quickly 
swapped into US dollars at far less cost 
than a dollar-denominated bond. By 
the same token, Japanese companies 
unable to issue yen abroad have made a 
lively market in swapping Eurodollar 
(or other Eurocurrency issues) back 
into yen at a cost far lower than other 
available yen financing. Excessive 
underwriter enthusiasm in bidding for 
swap business inevitably gave rise to 
what were dubbed “hara kiri swaps.” 

While the Euroyen market cele- 
brates the latest decision, the official 
report to Japan’s finance minister 
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gives a markedly different interpreta- 
tion of what was accomplished by the 
tax negotiations. The report takes note 
of the Euroyen non-taxation matter 
but leaves the impression that what 
really took place was a confirmation — 
indeed a strengthening — of the integ- 
rity of Japan's tax system. 


he Euroyen tax concession was 
made, but, from the MoF's point of 
view, the bargain was that the US 
agreed to drop other requests on 
liberalising the withholding-tax sys- 


major 


| favourable 





tem for foreign residents of Japan, in- | 


cluding the elimination of withholding 
tax on shorter-term yen deposits. The 
US gave its blessing to a tightening of 
the withholding tax applied to Japan- 
ese (and Japan residents’) purchases of 
all foreign bonds 

"The most obvious loophole now for 
large Japanese investors buying 
foreign bonds will be to set up overseas 
subsidiaries to handle the invest- 
ment," commented one senior official, 
Work on the details of the legislation to 
be presented to parliament in Feb- 


B. B. Aghevli pointed out that despite 
the international debt crisis, which has 
shaken world capital markets, “|South] 
Korea's reception has remained 
and it should improve 
further as [South] Korea continues its 
excellent record of economic manage- 
ment and performance.” 

Ultimately, much of the foreign 
creditors' faith is based on political 


| judgments regarding the government's 


determination and ability to control 
the problem. Similarly, the domestic 
criticism is of a highly political nature. 
"They want to make it seem as if the 
government is funding all sorts of 
luxuries with the money," said Kim, 
who insists that the debts have been 
necessary and remain manageable. 
Foreign bankers agree: "What I like 
about lending to the South Koreans, is 
that they spend it on what has been ag- 
reed to,” commented one ü 





ruary goes on, but it seems likely that 
securities houses will be required to 
withhold tax on interest payments 
made to investors from overseas 
sources. They will report to the au- 
thorities payments to investors who 
qualify for an exemption 

The other bad news — for tax evad- 
ers — in Japan is that a new capital- 
gains tax will be applied to previously 
tax-exempt purchases of zero-coupon 
bonds, which are sold at a deep dis- 
count to face value. Zero-coupons have 
been a favourite tax dodge for rich in- 
dividuals in Japan, who have absorbed 
great chunks of the paper issued by in- 
ternational corporations recentis 

The report, announced on 11] 
January, that the MoF was at last close 
ing the zero-coupon loophole already 
has caused a virtual collapse in the 
secondary market — even though im- 
plementation might not occur until 1 
January 1986. 

Tightening of the withholding-tax 
system on foreign-bond buying comes 
ata time when Japanese investors have 
added record amounts of such bonds to 
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Sink portao, zi seem intent on | 
— buying more. 

Estimates are that net foreign-bond 
buying in 1984 amounted to about 
US$26 billion, or more than twice the 
previous year's total. Brokers are fret- 
ting about the potential impact of the 
tax measures on future bond issues — 
witness the collapse of the zero- 
coupon — but tax officials seem will- 
ing to be flexible in applying rules so as 
only to ourmee tax evasion. 

Even with the tax issue settled, there 
remains room for a considerable 
amount of speculation over just how 
the Euroyen bond market — with Ja- 
panese corporate issues as players — 
will develop. Under the current 


— guidelines, more than 100 Japanese 
— Companies will 
- Euroyen convertible bond (CB) or 


qualify for either 


straight bond issues without collat- 
eral, as has been the standard practice 
in Japan's domestic bond market. 

The tentative lists of Japanese is- 
suers of CBs include Sony, Hitachi, 
Toppan Printing, Toto, Sharp Corp., 
Mitsubishi Electric and Sanyo Elec- 
tric; and for straight bonds, Tokyo Elec- 
tric Power and Kansai Electric Power. 

The scope for issues by non-resident 
borrowers will also expand dramati- 


- Cally on 1 April, when qualifications 


for issues will be lowered so as to allow 
them by companies with AA or better 
ratings and by around half those with 
single A rating. 

The question of who is qualified to 
issue Euroyen bonds has always been 


- at the heart of the debate. For the time 
being, qualifications are established 


by the same banks which traditionally 
serve as guardians of collateral in the 
domestic market. Everyone now agrees 
that qualification standards need to be 
replaced by credit ratings made by res- 
pectable credit-rating agencies. 

The US has such agencies in Stand- 
ard & Poors and Moody's. Japan is try- 
ing to create them. At least two groups 
of financial institutions are pressing 
ahead with plans to establish "inde- 
pendent" agencies. The “underwriter 
group," led by the Industrial Bank of 
Japan includes the major city bank and 
the four biggest securities houses. The 
other “investors’ group" includes in- 
surance companies, trust banks, and 
the Long-Term Credit Bank of Japan. 

It is not clear how the rating system 
will develop, but it is probably fair to 
predict that competition in the 
Euroyen market among underwriters 
will be fierce. Foreign underwriters 
are already making inroads in winning 
mandates for non-Japanese issuers 
and around one-quarter of the dozen 
issues planned in January should be 
led by foreign companies. 

Japanese banks, however, are still 
expected to be held at bay in bidding 
for the top spot in a Japanese corporate 
Euroyen bonds under a long-standing 
MoF rule stemming from the separa- 
tion of bank and broker activities in 
the domestic market. u 
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China builds a legal system from the ground up, but not 
all foreign firms are pleased with the pace of progress 


By Nancy Langston in Peking 


hina’s planners have had to grapple 

with policy running ahead of capa- 
bility in the country’s bid (beginning in 
1979) to attract foreign investment and 
know-how. This is especially true of 
the legal framework affecting foreign 
companies dealing with China. 
Labour; electricity and transportation 
— though insufficient — did exist. 
Laws basically did not. 

In the past five years, more than 60 
economic laws and statutes governing 
foreign investment and trade have 
been enacted by the Chinese Govern- 
ment, according to state councillor Gu 
Mu. However, legal protection for 
foreign firms in the Western sense has 
been hamstrung by fuzzy language, in- 
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ternal regulations and problems after 
contracts are signed. 

Among lawyers and businessmen in 
China, the reaction to the current legal 
system runs in two parallel streams. 
On one hand, China — in a short period 
of time — has had to mould a legal sys- 
tem from virtually nothing, to deal 
with matters in which it had little ex- 
perience, using vague language to 
allow for a face-saving change. On the 
other hand, given a traditional anti- 
pathy towards written law reinforced 
by the fact that foreign companies are 
still willing to come to China without 
many legal assurances, the vague lan- 
guage serves Chinese purposes well. 
"They can now say they have laws 
without worrying too much about their 
binding affect," said one Western law- 
yer. 

Before the passage of laws covering 
joint ventures, patents, faxes and 
foreign-exchange controls (among 
other subjects), negotiations provided 
the legal framework under which 
foreign concerns were to operate. 
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These talks were not cordial affairs 
and sometimes ended with one side 
storming out and declaring the deal 
was off. 

One American businessman who has 
participated in numerous negotiations 
reckons the laws have helped to reduce 
the negotiating period. Citing his ex- 
perience with one arduous four-year 
discussion for a joint-venture contract 
signed in 1983, hesaid: “It would prob- 
ably take half the time now for that 
joint-venture contract to be signed ... 
the laws now say what must be in- 
cluded in the contract. Before, we had 
to argue for months about basic con- 
tent ...recourse to third-party arbitra- 
tion alone was a-killer.” A 1983 law 
provided entitlement to this latter 
right. 

However, he cautioned: “Even now 
the laws are not rights but privileges 
that still must be bargained for.” 

Two examples. of haggling over 
stated law are articles 75 and 53 of 
what is referred to as the Joint Venture 
Implementation : Law (September 


1983). Article 75 essentially says if 
there is an imbalance of foreign ex- 








A graduated 
improvement 


China produces a new crop 
of lawyers, but demand 
still exceeds supply 


estern lawyers in Peking are en- 

couraged about China's legal 
development, with legal talent now al- 
lowed to surface after going under- 
ground during the Cultural Revolu- 
tion. Although relatively inexperi- 
enced, many Chinese lawyers are 
catching up fast. There are currently 
18 bar associations in China with 
15,471 members, 9,701 of whom prac- 
tise full-time, according to the Minis- 
try of Justice. 

The Chinese lawyers work in 2,472 
legal advisory offices which render 
service to 3,846 large and medium- 
sized enterprises. In addition, govern- 
ment ministries and agencies have 
their own legal advisers. The two main 
legal advisory offices serving foreign- 
ers are the legal counsel offices of the 
China Council for the Promotion of In- 
ternational Trade and the legal depart- 
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change in a joint venture owing to the 
foreign party, a government agency 
will make it up. 

"The Chinese partners in negotia- 
tions won't buy it. You can show them 
the law but they argue against it. If vou 
are insistent you can extract a guaran- 
tee to make up the shortfall but the 
guarantee is nothing a lawyer feels 
comfortable with," said one seasoned 
legal adviser. Whether the guarantees 
so far granted will hold true has yet to 
be tested. 

Article 53 concerns a land-use fee. 
The local land department is required 
to draw up the leasing fee, but when 
this information is requested, it will 
not reveal the price until the project 
has been approved. Yet land fees must 
be factored into a project's economic 
feasibility study before seeking ap- 
proval, and it is difficult to make as- 
sumptions. 


ince the laws are still being deve- 
loped, there is'the question of re- 
troactivity. An encouraging sign that 
favourable terms’ in an established 
joint venture would prevail over sub- 
sequent legislation involved the Swiss 
firm Schindler Holding AG's partner- 
ship with a Chinese enterprise. The 
1980 contract provided for a 31.5% 
maximum tax raté and^was kept un- 
changed, even though @ year later a 
new law provided for a maximum rate 
of 33%. 
However, the oft-useéd phrase “in 
accordance with Chineselaw" also en- 
compasses the “neibu guiding," an in- 


ment of the China International Eco- 
nomic Consultants; — |. 

Although time-sheets are not sub- 
mitted to foreign «lients, the bills indi- 
cate that charges are similar to those of 
American law firms. But fees for 
Chinese clients “arë -considerably 
lower: US$2.50 for written responses 
on specific questions and US$20 for 
complicated cases. 

Law schools, which re-opened in 
1978 after the “10 years of chaos,” 
offer a four-year programme which 
combines a liberal-arts curriculum 





and law courses. Between 1979 and | 


1983, 11,000 law students were enrol- 
led after passing national entrance 
examinations. At present, about 2,000 
law students graduate each year, 
which is hardly enough to fill the de- 
mand. China Daily noted that 400,000 
lawyers would be needed to protect the 
interests of China's industrial enter- 
prises alone. 

According to part-time Peking 
University law professor Kevin Hob- 
good-Brown, the students in his com- 
mercial-law class are sharp. “Once 
they learn the Socratic method they 
are excellent. They have the ability to 
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ternal or secret regulation, to which 
only the Chinese have access. Foreign 
oil companies were hit with a neibu 
guiding in mid-1984 that could result 
in substantial tax inéreases (REVIEW, 
28 June '84). Another internal regula- 


tion dictated tbat the Chinese receive | 


roughly the same salaries as their 
Western counterparts in a joint ven- 
ture — resulting in fierce arguments. 
According to one láwyer who saw a 
draft of the law which would have in- 


corporated thé regulation, the Chinese | 


seemingly took note of the violent 
reaction from foreign negotiators and 
dropped the requirement in the final 
version. Instead, salaries are to be *de- 


cided" by each joint vénture's board of | 


directors. "The Chinese sometimes 


seem to use thé neibu guiding as a trial | 


balloon so they can check [foreigners'] | 


reactions before making it a final law, " 
said a businessman who has been 
working in China for the past four 
years. 


Taxable personal income is ill-de- 


fined in the law and is Subject to vary- 
ing interpretations by provincial tax 
officials. For traders, late shipping and 


Legal affairs advisory office: the rules are fuzzy. 


the past attitude towards Western- 
style lawyers — who were considered 
little more than hired guns who would 
argue either way, depending on their 
clients and who were sometimes asked 
by the Chinese to leave negotiations so 
that business could be done. The 
Chinese graduates will likely be given 
clear, consistent briefs from their em- 
ployers: they are to protect Chinese in- 
terests. 

But among the new crop of lawyers 
entering practice, aided by some for- 
ward-thinking experienced Chinese 
legal advisers, there appears to be a 
genuine desire to implement the law 
fairly and provide a solid avenue for 
conducting business, despite the ob- 
stacle of sometimes working under 
less-enthusiastic bosses. One Ameri- 
can lawyer remarked: “Sometimes the 
young [Chinese] lawyers sound just 
like the first-year associate in a West- 


take a tough analytical approach on | ern law firm, as they talk about the 


either side of the issue.” 


The development is refreshing, given | seniors.” 





frustrations of dealing with their 
— NANCY LANGSTON 








Ti 


rT = EIL ie ia , 


a! 


demands for price increases after sign- 
ing a deal by the Chinese are not un- 


common. Office leases and employ- 3 


ment contracts controlled by the gov- 
ernment have been subject to higher 
rate changes before the termination 
date (REVIEW, 14 June '84) 

Recourse to arbitration is possible 
either in China or a third country such 


as Sweden. One may question whether- 


a fair reading in Peking is possible — 


and for third-country arbitration, one” 


trader summed up a common senti- 
ment by saying: “The only time a fore 
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eigner should ever decide he wants 3 


outside arbitration is when he has de- 
cided that he will nolonger do business 
in China.” 


espite these problems, the Chinese 


must think they are doing some- 3 


thing right. "The Chinese notice we're 


| still here and more keep coming in;" 


said one legal adviser. Indeed, since 
1979 the number of joint ventures has 


y 
E 


grown from 10 to the current 36222 


equity joint ventures valued at US$500 
million, 172 of which were signed in 
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the first half of 1984 (according 192 


| 


| 


| 


| 
| 
| 
* 


l 
i 
| 
| 


YNMSUA 


figures released in September by the 
Ministry of Foreign Economic Rela- 
tions and Trade). 

"I'm surprised at the extent to whieh 
foreigners lose perspective when it 
comes to China. They accept so much 
just to plant the company flag," opined 
one law practitioner in Peking 

All things considered, 362 joint ven- 
tures divided over US$500 million 


| does not represent the substantial in- 


of millions to invest?" 


vestment that China wants or needs to 
realise its modernisation goals. Al- 
though China likes to point to its sue- 
cess in attracting multinational invest- 
ors such as American Motors Corp., 
Gillette Co; Hitachi (Japan) of 
Squibb, the foreign equity involved in 
these cases is US$16 million or less, 
“The investments now are nickel-and- 
dime stuff,” said one trade analyst in 
Peking. “Do they [the Chinese] want 
the 10% coming in on mere guts or a 
desire to keep a hand in things because 
of the potential — or do they want the 
90% with sharp pencils and hundreds 
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The meagre harvest 


Poor weather has left Cambodia facing a smaller-than-expected 
rice crop, with the prospect of a major food shortage 


By Paul Quinn-Judge in Bangkok 


W ith a little luck Cambodia will 
produce slightly less than half its 
original food target this vear. The gov- 
ernment was planning on a total crop 
of about 2 million tonnes of paddy or 
paddy equivalent from 1.87 million ha. 
Now it has slashed its forecast to 
slightly more than 1 million tonnes, 
while foreign-aid workers suspect the 
harvest will be even lower. 

Assuming a Cambodian population 
of 7.2 million and a rather meagre ra- 
tion of 400 g a day of food rice, this will 
leave a shortage equal to four or five 
months' food supply. The main villain 
has been nature: a vicious combination 
of drought, flood and an abrupt end to 
the rainy season. The gravity of the 
problem is compounded by the govern- 
ment's frail administration and infra- 
structure. 

Rainfall was encouraging during the 
first part of the monsoon season. But 
the short dry season at the end of June 
turned into a drought in some areas. 
This was followed by floods in August. 
Flooding is an important part of the 
Cambodian agricultural cycle, but 
those in August were too early and too 
high. In all, some 264,000 ha of crop- 
land — the equivalent of about 285,000 


Year in, 
year out 


R ice planting in Cambodia be- 
gins with the first rains of the 
monsoon season, usually in the 
latter part of May, and continues 
through July. Rice shoots are 
transplanted from late June until 
the end of September. The main 
harvest starts in December, but in 
good years a small amount of 
short-cycle rice — which ripens in 


four to six months — is ready by 
September or October. In the 
more peaceful recent past this av- 
eraged around 4*5 of the total hec- 
tarage, but it was usually enough 
to tide peasants over the hard 


months immediately preceding 
the new crop. A dry-season crop is 
usually planted in December, in 
areas which have trapped or re- 
tained part of the monsoon rains. 
The dry-season harvest rarely 
amounts to more than 15% of the 
total annual production. 

— PAUL QUINN-JUDGE 


tonnes of paddy — was destroyed. The 
abrupt end to the rainy season, which 
has proved a boon to the anti-guerilla 
operations of the Vietnamese and 
Cambodian armies, may have added to 
the crop loss. 

Destruction of crops was only one ef- 
fect of the adverse weather. If crops are 
destroyed early in the season, peasants 
can usually replant. This year, because 
of the double blow of drought and 
flood, many reportedly replanted two, 
even three times. This has depleted 
seed stocks. Then the high level of 
water in the fields in many places de- 
layed or prevented transplanting. 
These factors, foreign specialists 
working in Cambodia feel, will affect 
materially the government's efforts to 
salvage the harvest. 

The Government of the People's Re- 
public of Kampuchea said late in 1984 
that it hoped for a total harvest of 
about 1.067 million tonnes of paddy. 
This figure was based on the expecta- 
tion of an average yield of around 1.08 
tonnes per ha. Foreign specialists feel 
this is optimistic. The shortening of the 
rice-growing cycle, along with the 
damage by drought and flood will, they 
say, reduce yield as well as hectarage. 
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Transplanting: at the mercy of the elements. 
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The Food and Agriculture Organisa- 
tion consultant in Cambodia, Jean 
Claude Salle, expects the average yield 
to be about 0.95 tonne per ha. This, he 
calculates, will produce a total rainy- 
season crop of 906,066-931,839 tonnes 
of paddy. 

Last year’s harvest was also short of 
sufficiency. Final figures released by 
the Cambodian Ministry of Agricul- 
ture in September. 1984 show that in 
the 1983-84 season the country pro- 
duced 1.66 million tonnes of paddy, or 
934,302 tonnes of food rice. Some of 
this year's shortfall can be made up by 
the dry-season rice crop. But these ef- 
forts will be hampered by the lack of 
seeds and fertiliser, and also by the 
government's own weakness. 

Dry-season yields are traditionally 
higher than those of the monsoon sea- 
son — in recent years yields of about 
1.8 tonnes per ha have been reported. 
And the higher levels of water remain- 
ing after the monsoon could be benefi- 
cial to the crop. The government appa- 
rently hopes to plant 150,000 ha during 
the dry season, but foreign specialists 
working in Cambodia doubt this is 
feasible. 


eplanting has seriously reduced 

Khmer peasants’ seed stocks. And, 
as the belt-tightening period of the 
year approaches, they may be tempted 
to eat their.depleted seed stores rather 
than risk planting again. 

One solution proposed by a United 
Nations specialist working in Cam- 
bodia is the import of about 5,000 ton- 
nes of high-yielding rice seed, either IR 
36 or 42. With the application of fer- 
tiliser the high-yielding var- 
ieties would produce about 
2.8 tonnes per ha. 

While local varieties can 
do without fertiliser, the 
high-yielding seeds cannot: 
they would need appro- 
ximately 25,000 tonnes of 
urea and phosphate (though 
in the past Minister of Ag- 
riculture Kong Sam Ol has 
said that the high-yielding 
varieties have performed 
well With ordinary manure). 
Cambodia has indicated that 
it has enough urea for the 
dry season — an estimated 
10,000 tonnes apparently has 
been supplied by the Soviet 
Union. 

But Observers say the urea 
has little effect without phos- 
phates. About 5,000 tonnes of 
these would be needed, and 
virtually all would have to be 
purchased abroad. To get 
both seeds and fertiliser into 
the farmers’ hands in time for 
planting would be a near-im- 
possible task, given the com- 
plex nature of the interna- 
tional aid bureaucracy and 
the almost non-existent 
transport system. o 
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Stability — 
at a price 


Bangkok's bail-out of finance 
companies appears to have 
succeeded — for the present 





By Paisal Sricharatchanya 
in Bangkok 
W ith the placing under government 
control on 24 December 1984 of 
seven more Thai finance companies — 
making a total of 32 rescued in all — 
the problems afflicting the finance- 
company sector should be over, at least 
for the present. That was the hope 
among officials of the central bank, the 
Bank of Thailand (BoT), which 
launched a “lifeboat” operation in the 
sector in April 1983. But stability has 
been achieved only after the collapse of 
15 other finance. companies, largely 
through mismanagement and fraud 

“The trimmed-down system is now 
more manageable. The crisis 1s over — 
there should not be any more collapses 
this year. But this is by no means a 
permanent guarantee,” declared 
Supachai Panitchapakdi who heads 
the BoT department which is directly 
responsible for this sector. 

The crisis was triggered off by the 
collapse of Equity Development in late 
1983 (REVIEW, 27 Oct.'83). Before that, 
Thailand had a. 161-strong finance 
company sector, made up of 112 fi- 
nance and securities companies, 15 
firms engaged solely in securities, plus 
34 credit foncier firms (second-line 
firms designated to fund the property 
sector). But over the course of 1984, the 
licences of 15 — including that of 
Equity Development — were revoked, 
seven have been put under direct gov- 
ernment control, and 25 others have 
transferred either majority shares or 
voting rights to the Finance Ministry 
under what is now referred to as the 
"lifeboat" rescue scheme. 

Of the remainder, the central bank 
late last year thoroughly screened the 
books of some 51 firms which have no 
commercial bank affiliation and pro- 
nounced them healthy. The rest are af- 
filiated to local and foreign banks and 
have not had any serious problems. 

The salvage package was first con- 
ceived last April. Its main emphasis 
called for the government to take over 
majority shares or voting rights in 
liquidity-strapped firms as a means of 
reviving public confidence. Concession- 
ary and other types of funding would 
then be injected to nurse them back to 
health. After five years, the original 
shareholders will have the option to 
buy back their holdings 

The government first wanted these 
firms to turn over 25% of their equity 
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È £ plus 
_ to give it a controlling say in policy 
. matters. To minimise the government's 
- risk, the takeover process was condi- 
- tional on the original shareholders’ 
- ability to cover the firms' liabilities 
> _with their personal assets or guaran- 
tees 


_ Of the 25 firms that came under this 
F pet gement gradually since last Au- 
, the 14 smaller outfits followed 

is route. The rest — larger companies 

j here the original shareholders could 
b produce- sufficient collateral to 
cover debts — finally transferred the 
entire 75% of shares to the Finance 
. Ministry. All the transferred shares 
were at no cost. These firms have a 
combined Baht 6 billion (US$222 mil- 
ion) in outstanding promissory notes: 
— Most, apparently, chose to come 
E the government umbrella volun- 
rily. As the chief executive of one 

- such firm conceded: ^If they had con- 
tinued on their own, they would even- 
‘tually be bankrupt." Many had lent 
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Finance Ministry: rebuilding confidence. 
heavily to affiliated non-finance com- 


panies or sunk substantial funds into 
- property speculation. 












BA onwhile, the other seven com- 
panies that were placed under 
government control on 24 December — 
"including three firms affiliated with 
‘the Asia Trust Bank which was taken 
over by the government last August 
(Review, 13 Sept. '84) — were in even 
worse shape. Their liabilities are being 
- re-scheduled and once liquidity im- 
pe they may be upgraded to the 
ifeboat scheme. 
The BoT originally intended to clas- 
_ Sify those in the lifeboat scheme into 
three groupings, and place each under 
- the collective control of a government- 
appointed management pool. Under 
the plan, one core company would be 
named to head each group, which 
would literally handle all lending on 
behalf of its sister companies. But that 
concept has been modified owing to 
_ various legal and practical constraints. 
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Feather 50% of their voti a m 


TOR stipulations 


rectors in onecompany or 
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mente 
another, and Supachai conceded that 


the artificial grouping is difficult in 
practice since most companies which 
enter the government arrangement are 
run by their own boards. While com- 
panies which have natural affiliation 
— either in the form of shareholders or 
creditors — can coordinate among 
themselves, the new strategy basically 
permits individual management to 
continue. 

Initially, they would concentrate on 
improving liquidity by mobilising de- 
posits to scale down debts. Once that is 
achieved, they would be entitled to 
seek concessionary funding from the 
central bank, though ön condition 
that they present specific business 
plans. 

Government intervention . has 
clearly revived public confidence. Ac- 
cording to Supachai, the sector's 
aggregate deposits (in the form of 
promissory notes) registered a net de- 





TY f i 
PHOTOS: WENDY FORDYCE 


cline of more than 20% at the height of 
the crisis in early 1984, but the rate 
slowed down significantly to only 2- 
3% by late 1984 and reverted to a net 
surplus from November. 

As of early December, the sector had 
about Baht 95 billion in total borrow- 
ings, including Baht 66 billion in the 
form of promissory notes and the rest 
from institutional sources, Its deposits 
and lending are roughly 15% and 20%, 
respectively, that of the banking sys- 
tem. 

The central bank is committed to 
spend up to Baht 11.5 billion to ensure 
the scheme's ultimate success. This in- 
cludes a Baht 3 billion liquidity line, 
Baht 7 billion concessionary credit 
line, plus another Baht 1.5 billion for 
capital increases. Officials maintain 
that only a portion of these targeted 
credit lines will eventually be utilised. 
There was a marginal draw-down of 
the liquidity funds (which carry mar- 
ket rates) by some firms in the initial 
stage but these were later repaid. p 
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good news 


Many feel 1985 will be a tough 
year for Thailand but the central 
bank forecasts strong growth 





mid general concern that 1985 will 

be a dismal year for Thailand 
economically; the Bank of Thailand 
(BoT — the central bank) is projecting 
a strong performance based on sub- 
stantial export growth. The bank's re- 
cently released annual economic fore- 
cast puts 1985 gross domestic product 
growth at 6,1% — roughly the same as 
the 6% achieved in 1984. 

Despite a host of economic problems 
sparked off by last November's de- 
valuation, the currency depreciation is 
expected to raise the. competitiveness 
of Thai exports, particularly manufac- 
tured goods, .and. boost earnings in 
baht terms. The BoT projects export 
earnings to rise 24% (against a 19.3% 
increase last year), 

This assumes the volumes and US- 
dollar prices of the eight major items — 
including such traditional exports as 
rice, tapioca, maize and textiles which 
together account for roughly 60% of 
total exports. — will remain un- 
changed, while the volume of manu- 
factures will grow 9% against stagnant 
dollar prices. Meanwhile, imports are 
estimated to expand 15% in value 
largely because of the higher baht costs 
brought about by the devaluation. 

Although  central-bank officials 
maintain that the export figure is con- 
servative, it is viewed by many outside 
the bank as ambitious. In a similar 


| forecast released earlier, the Bangkok 
, Bank put the 1985 export and import 


expansion at 17.4% and 4.1% respec- 
tively. The bank's projected import 
figure, in particular, was discounted 
by BoT officials.on grounds that such a 
low level would not sustain growth. 

(Apparently based on data not as up- 
to-date as thatof'the BoT, the Bangkok 
Bank put 1984 and 1985 GDP growth 
at 4.7% and 4:96 respectively. Cor- 
recting the pupyisned figures, bank 
president Ch Sophonpanich told 
the REVIEW that-updated figures show 
1984 real economic growth at about 
5.5% while the 1985 growth is forecast 
at around 5-6?5.)- - 

Part of the scepticism over the BoT's 
upbeat export prediction is based on 
experience of the previous devalua- 
tion. The baht „was depreciated by 
nearly 10% in 1981 — ostensibly to 
promote exports — but earnings in 
dollar terms declined in 1982, reflect- 
ing lower volumes and prices. 

However, a BoT planner stated: 
"The situation now is different. The 
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Bangkok Bank; Bank of Thailand: conflicting export evaluations. 





world was in the midst of the worst re- 
cession in 1982; since then we have en- 
tered a new cycle. The world economic 
recovery last year is likely to carry on 
this year, though at a slower pace...” 

According to the central bank re- 
port, the 6% growth last year was sus- 
tained by a strong agricultural sector 
which expanded 3.8% (against 3.2% in 
1983). Agriculture accounts for 
roughly one fifth of GDP. The non-ag- 
ricultural sector grew an aggregate 
6.7% (against 6.9% the previous year) 
— reflecting a slower expansion in 
manufacturing (except export- 
oriented and agro-industries), 
wholesale and retail trade, utilities 
and the transport sub-sectors. 

The slowdown in the non-agricul- 
tural sector, in large part, was attri- 
buted to the restrictive credit policy in 
force during January to August last 
year (REVIEW, 12 July '84). As the result 
of a sharp decline in private-sector 
construction, little new machinery 
input, and substantial depletion of in- 
ventories, private investment ex- 
panded by only 4.3% in 1984, against 
20% growth in the previous year. 

The projected GDP growth this year 
is based on expected 3.5% expansion 
in agriculture (with a slowdown for 
certain farm crops and livestock 
against an increase in fisheries) on the 
back of an aggregate 6.9% rise for all 
other non-agricultural groupings 
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(with manufacturing, petroleum pro- 
duction and services showing strong 
growth). 

Judging from the composition of 
1984 exports, the central bank's pro- 
jected 24% export rise this year does 
not appear overly optimistic. This is 
particularly so if devaluation-inflated 
baht earnings are taken into account — 
though the parity change was techni- 
cally less than 15%, the Baht 4 per 
US$1 depreciation translates into a 
17.4% income rise in terms of baht per 
export dollar. 


he 19.3% export expansion last year 

was accounted for by a 13.2% rise 
in the eight traditional major items 
(mainly because of expanded volumes) 
against a 27.8% jump for all other 
categories. These other exports — not- 
ably processed agro-industrial items 
such as canned fish and pine- 
apples, integrated circuits, plastic 
products, and petroleum condensate 
— have picked up sharply in recent 
years. 

The projected trade performance 
leaves a Baht 64 billion (US$2.37 bil- 
lion) trade deficit for 1985, or a Baht 
6.3 billion improvement from the de- 
ficit last year. (Thanks to the restric- 
tive fiscal and monetary policies that 
prevailed throughout the year, the 
1984 deficit represents a substantial 
decline from the record Baht 89.2 bil- 











lion shortfall of 1983.) However, the 
anticipated improvement this year is 
only half of what was originally con- 
ceived. Shortly after the devaluation, 
officials were projecting it would im- 
prove the trade account by about Baht 
12 billion annually (REVIEW, 15 Novy. 
84). 

Meanwhile, the BoT reported 0.9% 
inflation in 1984 — the lowest level in 
more than a decade. This is primarily 
attributed to a 1.2% decline in food 
prices; other factors such as stagnant 
oil prices, labour costs, and raw mate- 
rial prices, plus a massive stocks deple- 


| tion also contributed to the overall sta- 


bility. 
Set against higher import costs and 


| rising export revenue plus an average 


"uo 


5.7% minimum wage rise that went 
into force this month, 1985 inflation is 


| projected to increase by 6.7% This is 


based on the assumption that retail oil 
prices will not be increased during the 
year. 

One of the first things the govern- 
ment did after the devaluation was to 
assure the public that oil prices would 
be frozen. A Baht 4.5 billion state-ad- 
ministered fund is sufficient to sub- 
sidise the higher oil-import costs until 
September. If world oil prices do not 
decline as some have anticipated, the 
government is likely to continue sub- 
sidisation until the end of the year 

— PAISAL SRICHARATCHANYA 
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FT Tokyo d-90-g0 orno-no? 


Econoniists are sharply divided over Japan's medium-term 
prospects and the forces that will shape them 


By Charles Smith and Bruce Roscoe in Tokyo 


apan's economy in fiscal 1984 

(ending 31 March) seems likely to 
notch up its best performance since be- 
fore the first oil shock. But Japanese 
economists are sharply divided over 
the medium-term prospects. The cru- 
- cial difference among the forecasters is 


. Be whether the economy has shifted al- 


- ready from export-led to self-propel- 
_ led growth, or whether it is still exter- 


- nally oriented to a dangerous degree — 


and thus headed for trouble. Imports 
-as well as exports may be about to 


A drop. 


Almost all forecasters are talking of 


ing 5.5% in 1984, and some think that a 


i. rate of up to 5.8% is attainable. This 


marks a sharp turnaround from the 
run of three years of less than 4% 
+ growth to 1983, and may be one of the 


geo: for the surprisingly durable 


‘popularity of the two-year-old cabi- 


-y net of Prime Minister Yasuhiro Naka- 
sone. 


Yet the upsurge, which began in 


— mid-1983 and peaked a year later, 


Bowed little or nothing to the govern- 
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ment. It was sparked by external de- 
mand (mainly exports to the United 
States) but gained added momentum 
from a jump in the level of capital in- 
vestment by industry. By the third 
quarter of 1984 — when exports 
to the US had' begun to slacken and 
imports, mainly of oil and raw mater- 
ials, put on, a temporary spurt — it 
was industrial investment and not ex- 
ternal demand that pushed the econ- 
omy along. 

A school of optimists, lead by the 
prestigious (and, in the past, remark- 


| ably accurate) Japan Economic Re- 
search Centre (JERC) says the country 


has substantially completed its shift 
from  export-led. to self-propelled 
growth and can be expected to perform 
as well or better in fiscal 1985 than in 


the current year. JERC savs fiscal 
1985's growth rate should come out at 
5.4% while the Research Institute of 
National Economy (a think tank with a 
tendency to stress the positive) be- 
lieves growth will hit 6%. 


B: other, equally reputable fore- 
casters say the economy faces 
potential trouble. Mitsubishi Research 
Institute, for one, says the 1985 growth 
rate will slip to around 3.8%, which 
means it will have returned to the 
level of the three-year period from 
1981-83 when Japan .was perform- 
ing relatively poorly. More ominously, 
Mitsubishi says growth in 1985 will be 
not less, but substantially more, de- 
pendent on the sensitive external sec- 
tor than was the case during most of 


| 1984. 


Almost all Japanese economic 
forecasters believe the export growth 
rate will slow sharply in 1985, falling 
from the 13%-plus rate expected for 
the current fiscal year to around 8%. 
The slower rate will still leave Japan 
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‘Japanese container berths; Nakasone: how big a boom? 









ith an en JATT: JS singly hi eavy depen- 
dence on Ake US market — which ek 
more than 30% of export shipments in 
the first 11 monthsof 1984 and a record 
of 37.5% in November alone. But this 
will not be the most awkward fact 
about Japan’s external economic per- 
formance in fiseal 1985. 

What promises to be considerably 
more embarrassing is a fall in import 
growth that will more than counterba- 
lance the slackening of export growth, 
leading to a further very sharp increase 
in Japan’s external surplus. Mitsubishi 
estimates the fiscal 1985 current-ac- 
count surplus at the massive figure of 
US$46.6 billion; which would be 
nearly double 
the surplus 
Japan registered 
as recently as 
1983 — and more 
than US$10 bil- 
lion above the 
probable surplus 
for fiscal 1984. 

With this 
much money 
flowing into the 








country during the year, Japan may 
find itself in “very serious trouble” 
with the US over bilateral trade and 
economic issues by mid-1985. This will 
be the case even if money continues to 
pour out of the country through long- 
term capital investment in the US 
bond market. 

Mitsubishi's belief that Japan's im- 
ports will grow more modestly than its 
exports in fiscal 1985 is based less on 
calculations of the volume of demand 
for imports next year than on price 
levels. The institute notes that oil 
prices (as well as those of many of the 
basic materials which are the bulk of 
Japan's imports) have been falling re- 
cently and it expects this will continue 
next year. 

More crucial, for Japan as well as its 
trade partners, is the question of whe- 
ther the investment boom the country 
experienced last year is about to run 
out of steam — or, on the other hand, 
has yet to peak. 

Thisisan area of sharp disagreement 
among Japanese economists, with 





i g 
-main domestic growth sector — - while 
others predict stagnation. 

. Growth-minded economists are con- 
vinced that the current wave of 
technological innovations in the elec- 
tronics industry (and in the related 
: area of “mechatronics” where electro- 
nics blends with mechanical engineer- 
ing) will continue to drive the economy 
-forward in fiscal.1985 even as the pull 
exerted by US growth becomes much 
weaker. Others . believe that the 
prophets of a technologically led in- 
:westment. boom have allowed them- 
_ selves to be mesmerised b 
: (but still fairly loc 
economy, when th 
really what wil } 
term. 

The Mitsubishi 
‘mentis that a sho 
mand-related i inv 
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long-term | 


V on 1985 invest-. 


‘Tn contrast with the flagging im- 
petus of the IC investment boom, some 


| economists believe that the service sec- 


tor of the economy is still spending 
strongly on the products of the electro- 
nics revolution (personal computers, 
facsimile machines and other forms of 
office automation). 

However, Japan's recently booming 
personal-computer market has under- 
gone some softening in the past few 
months, though exactly how much is 
not clear. Leasing companies, which 


supply much of the equipment used in 
.the service sector (and thus were the 
second-largest investment sector of | 


the economy last year after the elec- 
tric-power utilities), have reported 


„slower demand and more downward | 







price pressure on their contracts re- 
cently, thou ot yet an actual fall in 
turnover. 

Meanwhile, 7 apanese private con- 


sumption, which dismally failed to 
come up to expectations last year, will 
achieve a. 3-4% growth rate in 1985 
(according te to j the M That EIE: 






WHAT THE PROPHETS SAY 


Economic growth forecasts 
for fiscal 1985 
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not the case, high-technology invest- 
ment by big companies is itself heavily 
related to export. demand and could 
thus be looking distinctly weak next 
year, some critics SEEMS 


classic example ofa um tech indus- 
try that is geared to exports is inte- 
| grated. circuits (ICs); a sector where 
growth during the past couple of years 
has made even high-performing sec- 
tors such as robotics and video-tape 
recorders look stagnant. Japan's top 
half-dozen or so IC makers announced 
plans to almost doubletheir fiscal 1984 
investments from the fiscal 1983 level 
in October last year, but Sumitomo 
Bank estimates that 7096 of these in- 
vestments were “motivated” by export 
demand. 

- If overseas demand for Japanese ICs 
slows i in 1985, as now seems likely, the 
industry.may continue to pour money 

into the research, and even the 
machinery, needed to. produce the 
3 ; 208 dCs.— that ds, in- 


diction is: ‘pasado on expectations of 
consumer-price stability, a modest im- 
provement in labour-market condi- 
tions and the possibility of a 5% -plus 


wage award to industry at this year's | 
| is also extending covera 


"great spring wage offensive" (in con- 
trast with last year's 4.46%). 
Sceptics point out, however, that un- 


employment in Japan, at 2.6-2.8%, has | 


hardly varied during the past two 
years despite rapidly im) 
nomic Y sues n 







its development at 


igher economic 
activity. ; standard con- 
sumer- ‘dure les hav exceeded a 90% 


market penetration rate and goods are | 


accordingly getting hard to sell.) 
Pessimists and optimists agree that 


Japan has a reached a stage in its re- 
covery. cycle where a bit of encourage- 


ment from the government, in the form 


2 an interest oic a dus cut or 


Ople, are enjoying | 


| VAT's 
| even expect a te rary 
| sales in the fir st few months. 


_ Consumers are concert 
| substantial price incre: 
| as aresult of Indonesia 


By Manggi Habir in Jaka 

Jorries over Indone 
EW duction of a value 
(VAT) in April have been 
the government's recent 


i ment of a VAT-linked, 10% ! 





rise, also to take effect 
(when the new fiscal vear op 
announcement, coming a 

after the 1985-86 draft bu 
feared to signal further qu ine 
that could hamper the govern 
efforts to revive the economy. A 
sugar and flour price rise — alst 
VAT — was announced a few 
later. 

The government has given an 
ance that a large portion (r 
Rps 531 billion or US$494 mi 
the 74% revenue increase 
under VAT for the next 
(over the previous year's sal 
ceipts) will come from d 
sales. This appears to answer v 
that the projected revenue jump 
1.67 trillion for 1985-86 — wil: 
lected from the non-oil se ctor. 

The VAT carries oniy 





wie range ol ee B o 
soft drinks and electronic goods to: 
and aircraft (REVIEW, 21 June '841. 
Questions on certain aspects of 
VAT law remain. One of them ise 
of the VAT coverage. Jakarta 
‘tially confining VAT to the : 
turing, importing and co 
sectors. However, to prever 


| pricing abuse (loading of pri 


one production stage), theg 


sole distributor 8, “primary 
tributors or oe i 


puc ud ua a xe. 


fectively controls manageriallv. 
It is too early to assess VAT's in 


| tionary impact, but most expect Ib 


prices, particularly those for lu 
goods, will move upward just befe 
April. | | 
Most expect initial confusion. 
introduction. i aril 


mate test, however, wil me | 








cand diem Div Med in 
: marked a turning point in the 


itled. A. "Decision of the Central 
ommittee of the Communist Party of 
iG on Reform of the Economic 
tructure adopted on 20 October 1984 
spudiated two orthodoxies — the 
model of a centrally planned 
nd economy and the Maoist vi- 
f a collectivised egalitarian so- 


place, China’s leaders are 
mmitted to a mixed-economy 
substantially relying on market 
regulate almost every sphere 
iic life (REVIEW, 1 Nov. '84). 
lecisive factor in building sup- 
hin the party for the reforms 
he dramatic success of rural de- 
tivisation since 1978, substan- 
by a series of bumper harvests 
rapid growth in rural incomes. Al- 
is important has been the expan- 
"of consumer -goods production 
'e-subsidy policies. 
al output and rural in- 
rban standards of liv- 
ved steadily due to the 
pply and range of 
uding free-market pro- 
^ peasants) clothing and 
ler durables — first bicycles 
vatches, then refrigerators, TY 
and washing machines. At the 
| time, city-dwellers were pro- 
| from price increases for basic 
stuffs during the initial years 
1 the reform programme was most 
ically vulnerable, sidestepping (at 
temporarily) inflation, which was 
most likely source of public disaf- 
tion with. the reforms. 
otecting urban consumers from 
increases has raised the cost of 
rice subsidies to more than Rmb 30 
Di ion (US$10. 1 billion). a | year, equi- 











es, but it has. TE : 
eforms to show their wor 






Ë “Their Mat is ‘buttressed by the 
continuation of what is now a seven- 
year string of impressive economic re- 
ults. Industrial growth stuttered 
briefly in 1981, falling to 4.1% under 
ie impact of readjustment policies to 













e for the : 
As the re- 


tHght industry have maintained paral- 
lel growth rates and. near parity in 
their shares o GVIO. B 


l back soaring increases in the |t 


ER 400 similon metric tonnes! 


levels of capital investment and de- 


mand for energy and transportation 


capacity. Agriculture. was hurt by 
drought in northern China in 1980-81 
and flooding i in the south in 1981, but 
recovery in both sectors was quicker 
than expected. 

“Ene rgy and transport shortages re- 
main serious, but despite this, industry 
has performed. at e the target 
Ov r three succes- 
sive years: 7.7% in 19 0.5% in 1983 
and 13.6% for 1984. These figures 
actually understate true industrial 















output growth. Based on the output 


value of state-owned industrial enter- 
prises, they exclude collective rural in- 
dustry. 

The rural- industry ee is growing 


-rapidly, essentially dodbling in the 
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| past five years, and its output is now - 


equivalent to about 12-13% of the con- 
ventionally stated gross value of in- 
dustrial output or GVIO (Review, 13 
Dec. '84). Since heavy. industry was 
cut back severely in 1981, heavy and 
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accounting for much of its growth. 





S billion kWh, 


VIEW GRAPH by Frank Tam | 


eration and anspor DE were 


Du omens output grew 6.6% in- 





by about 40 billion kWh. Coal produc- 





tion was reported at.a record 770 mil- 
lion tonnes for 1984, an increase of 8% 
over 1983. It is, however, possible the 
final figures may be as high as 9-10%, 
as locally run mines (which account for 
nearly half of all coal production) are 
increasing output faster than had been 
expected. 

Light industry is dominated by tex- 
tiles and clothing, but the fastest grow- 
ing areas are electronics and electric 
appliances. Output value of the elec- 
tronics sector in 1984 is estimated at 
about Rmb 20 billion (about 6% of 
total light industry output value), up 
42.6% from 1983 and double the 1980 
figure. 

An additional 20% in growth is 
slated for 1985, with special attention 
targeted on microcomputers (21,000 
built in 1984), integrated Circuits and 
communications equipment. Produc- 





tion of TV sets; washing machines and 
refrigerators: continued to expand at 
annual rates of 40-80% , but is nowhere 
near resting demand. 





this is because incr sing PER Bu 
become less urgent ; Transport and 
storage, rather than increasing output, 


were the biggest problems. 


Cotton output in 1984 is estimated to 
reach 5.6 million tonnes, up 20% over 
1983 and 157% over the 1978 level. The 
world's largest producer with more 
than a quarter of the world's crop, 
China is emerging as a significant ex- 
porter in world markets. Other cash 
crops, including edible oils, sugar, to- 
bacco and jute are also expected to re- 
cord increases in 1984, as are meat, 
poultry and milk products. Vegetable 
supplies, though not tabulated in offi- 
cial statistics, are known to have in- 
creased substantially; mainly through 
free-market production. 

Foreign trade in 1984, based on 
January-November Chinese figures, 
increased by 19.8% in renminbi terms, 
showing import growth at 22.9% out- 
pacing expo ts t uh 9%. This trend 
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LIVE CONTACTS. 
FEWER 








DEAD ENDS. 


M That’ the difference 





with Standard Chartered 
introductions 





What better way to approach a new overseas market, rency markets to market conditions in Third Worl: 
than with the right briefing behind you, and the right contacts wecan help you spot opportunities and avoid costly probl 
ahead? And as a bank capable of offering you everything fron 

And who better qualified to provide them than speedier cash transmissions to major project finance 
Standard Chartered-the major British bank thats been help you all the way from the first introdu ction to a per 
specialising in international business for over 125 years? nent- and more profitable trading relati aniis: 

With over 2000 branches in more than 60 countries, Next time you're considering a new market, ask 
were ideally placed to put you in touch with customers, nearest Standard Chartered branch for a copy of 
suppliers or potential partners almost anywhere "Businessmans Guide’ to the area 

As experts in fields ranging from the international cur- Itll get you off to a flying start 


Standard Z 2 Chartered 


Direct rer SUR 


Standard Chartered Bank Head Office: 10 Clements Lane, London EC4N 7AB 








What shoulc 


from a working 
Hewlet 


I “At Oak the HP 3000 has 

—— — | helped us double our inventory 
var uomo PH anm s ee: turnover rate and reduce 
information retrieval time from 
one week to 10 minutes.” 





"We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis." 


fS o marem, LI ^ Aa: 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries’ Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Mos "c c tT. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications. 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's. 


“We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth.” 





You should consider a working partnership with HP. Now. 
Call or write to your local office. 


Australia India Japan 

Hewlett-Packard Australia Pty Ltd. Blue Star Ltd. Yokogawa-Hewlett-Packard Ltd. 
Blackburn, VICTORIA. Tel: 895-2895 BOMBAY. Tel: 4226155 Sukinami-Ku, TOKYO. Tel: (03) 331-6111 
China Indonesia Korea 

Hewlett-Packard Beijing Rep. Office Berca Indonesia P. T. Samsung Hewlett-Packard Ltd. 

BEIJING. Tel: 33-5950 JAKARTA. Tel: 373009 SEOUL. Tel: 555-7555, 555-5447 

Hong Kong Malaysia 

Hewlett-Packard Hong Kong Ltd. Hewlett-Packard Sales (Malaysia) 5dn. Bhd. 


HONG KONG. Tel: 5-832321 I KUALA LUMPUR. Tel: 03-986555 





e | SHROFF has stayed well within 
t e safety nets during his midsummer 
dips in Sydney Harbour, after aü- 
thorities put out a warning ofa rogue 
shark which — d feasted ons 
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prey. But ips 
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| Lloyds International tas been quietly 
| circulating an ingenious device to 
|. fend off partial takeover bids. _ 
ic Lloyds has borrowed from 1 
"ind A 






the provision in the Australian take- 
over code that the maker of a partial 
bid cannot increase his shareholding 
beyond 20% by use of any options he 
might hold, while other shareholders 


with less than 20% remain free to 


exercise their options. 
A worried company could issue op- 
tions giving perhaps three shares for 
each one held. The options would be 
free, non-renounceable and not 
separable from the attached shares. 
But this would happen only after an 
unwanted bidder had built up 20% or 
more equity. Unable to use his op- 
tions, the raider would see his stake 
drastically diluted. The company 
would thus be effectively “poisoned” 
for predators, while partial bids that 
were welcomed by other sharehold- 
ers or full takeover offers would not 
be hampered. 
€ THE first concrete effect of the 
Lloyds idea may have been to spur 
just the kind of partial bid itis meant 
to prevent. Barry Glover, managing 
director of the big property group 
Hooker Corp., wonders whether Ma- 
laysian businessman Lee Ming Tee 
did not catch wind of the defence and 
ecide to get in quickly with notice of 
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nerican practice to suggest a 
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‘but itmay ot clément of that, erro pe 
could always make feints elsewhere. 


relation), which had a joi 





a A$45 ilion (US$37 million) par- 
tial offer for Hooker. | 

Backs are well and truly up against 
which cannot . now 


Lee at Hooker, 














Lee got his existing 19.9% stake in 
Hooker at A$1.75 only late last year, 
in two lumps from merchant banker 
BT Australia and property-developer 
Lustig and Moar, indicating the 
shares are flowing at that price. His. 


offer, targeted at 38% equity, is not - 


conditionalon any set level of accept- 
ance, so partial success is possible. 

. What has soured the whole thing is 
a public falling out between Lee and 
Hooker management. Glover says 
Lee was welcomed as a shareholder 
(and ushered to the BT parcel) on the 
understanding he would increase his 


 Shareholding to slightly more than 


2095, the threshold for equity ac- 
counting. Lee says he told Hooker of 
his plans to add 3% to his holding 
every six months (the maximum rate 
of “creeping takeover” allowed 
under the code). 4 
Success would give Lee, for a total 
outlay of about A$85 million, effec- 
tive control of a company that scored 
a A$33.1 million pre-tax profit in 
1983-84 but, more importantly, 
which has assets of about A$800 mil- 
lion. Part of this is a land bank of 
some 35,000 housing sites around 
Australia, worth perhaps A$180 mil- 
lion, which some analysts] have label- 
led a "profit tap." 
Shroff feels that part of Lee's prob- 
lem is the suddenness of his arrival on 
the Australian scene. And while Lee 
is highly accessible and open to ques- 
tions, he tends to be a little vague 
about his background and intentions. 
Why 38% of Hooker? Answer: it's a 
“lucky number." Lee’ S. casualness 
barely masks his careful homework. 
€ WHAT has come out is that Lee is 
one of the legion of Malaysian 
Chinese who have attended univer- 
sities in Australia, graduating with 
an honours degree in mechanical en- 
gineering. He worked with Shell, Ici 
and Mobil in Malaysi: : 
property-developer L 
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with Hooker Corp. building houses 
Kuala Lumpur. 

On 31 May 1984 Lee bought 60% c 
a med company called Sunsl ‘ 








Tan, ep of the Sui a i | 





debes next m nth, "Lee will 
raised. ut ABO million. 





























Finance, and Capel Court Co P 
his Hooker purchases, s. 

New issues of Sunshine share 
been floated at prices rising fr 
A cents in June to around A$1.85 cur- 
rently, The A$1 premium now being 
paid for Lee's presence at Sunshine 


from ed AFIO n) B. 








cessful image and his claimed b 
ness corttacts in China. In Decem 
Lee announced a US$40 million. 
tract for an Abignano subéid 
Printronics Pty Lid, to set — 
printed-circuit factories for Chi 
Great Wall Industries Corp. 

À new issue of 4 million shares at 
A$2 will shortly be taken up by. 
"major international corporation." 
The investor is understood to be, ir 
fact, Great Wall Industries — ye 
another radical departure for the 
Chinese if it eventuates. Lee is nof 
commenting either way, presumably 
because he does not want to be ae« 
cused of buying Australia's leading 
property company with communist 
Chinese money. 

Urban-development deals in China 
are one possibility Lee holds out for 
Hooker — though Hooker's Glover 
says nothing stops him contributing 
as a minority 20% shareholder. Lee 
associates dismiss Bun pues. S 
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US$1 billion private loan through dubious middlemen 


_ By Kedar Man Singh in Kathmandu 
2 Es head of Nepal Rastra Bank (the 


central bank) has been sacked, the 
deputy governor suspended and the 
leadership of Prime Minister Lokendra 


Bahadur Chand shaken. by a contro- 


versial and apparently fraudulent at- 
tempt to raise a private loan of at least 
US$1 billion in Europe on behalf of the 
Nepalese Government. 

Chand has defended the loan scheme 
— which involved raising funds in 
Europe at a promised interest rate of 
8.595 and redepositing them in an un- 
named London bank to earn 11% — as 
being in the national interest and has 
deflected a censure move by the fi- 
nance committee of the National Pan- 
chayat. 

The deputy governor of the central 


.bank, Keshav Nath Sharma, who was 


authorised by Chand to negotiate the 
deal, is likely to be reinstated. How- 
ever, former bank governor Kalyan 
Bikram Adhikari, who advised both 
Chand and Finance Minister Prakash 
Chandra Lohani that the scheme was 
an attempted swindle and himself sus- 
pended Sharma, remains sacked. 
There are claims that senior 





We were not told 


A Philippine electronics firm is in trouble for failing to 


Nepalese officials involved in the plan 
to arrange the loan, with two Indians — 
brothers P. G. and V. G. Desai — acting 
as agents, were to share in the 4% "ser- 
vice charge" that would be payable to 
the Bombay-based financiers in ad- 
vance of the loan. Nepal paid out some 
Rs 8 million (US$440,500) on negotia- 
tions with the Desais, and was appa- 
rently preparing to pay the service 
charge of US$40 million when Sharma 
tried to withdraw that sum from the 
country's reserves held with the Union 
Bank of Switzerland. Adhikari 
blocked the withdrawal, at the same 
time suspending his deputy. 

The Desais late last year approached 
Kathmandu with an offer to raise up to 
US$15 billion for Nepal, which as of 
June 1984 had only US$277 million in 
debt outstanding — all in concessional 
loans. Normally, the Finance Ministry 
negotiates directly with such multilat- 
eral agencies as the Asian Develop- 
‘ment Bank (ADB) and the World Bank 
for project-related finance. But while 
the development instititutions’ loans 
may help the country’s economy in the 
longer term, they do not offer any im- 





register the diversion abroad of some of its loans 


By Jose Galang in Manila 


storm is raging in Manila over the 

diversion by a major electronics 
company of US$25 million in govern- 
loans and the 
central bank's decision to exclude 
them from the Philippines' debt re- 
scheduling package. At the eye of the 
storm is Asian Reliability Co. Inc. 
(ARCI), which is part-owned by a gov- 
ernment agency, and borrowings the 
company raised in 1981 to establish a 
fully integrated telecommunications 
system in the country. 

ARCI, which was organised in 1980 
with the backing reportedly of some 
leading government officials, secured 
a loan of US$17 million from the Lon- 
don-based Credit Suisse First Boston 
and another for US$8 million from 
Manila-based Security Bank and Trust 
Co. Both loans were guaranteed by the 
government's Philippine Export and 
Foreign Loan Guarantee Corp. (Phil- 
guarantee). 


They were to have been used for es- 
tablishment of a complete testing 
facility for semiconductors, a machine 
shop and spare-parts manufacturing 
for electronics and semiconductors, a 
plant for precious-metals recovery and 
plating for semiconductors, wafer fab- 
rication for electronics, and electronic 
and semiconductor-equipment man- 
ufacturing. 

However, according to ARCI chair- 
man Vicente Chuidian, after drawing 
the loan, the company perceived 
changes in the industry that prompted 
it to alter its plans to "take advantage 
of an opportunity that presented it- 
self. 
its related marketing arm in the United 
States were offered for sale. 

Using the borrowed funds, ARCI 
took control of Manila-based Dynetics 
Inc. and its US affiliate Interlek Inc. 
The buy-in was made in lieu of the ear- 
lier US$8 million wafer-fabricatior 


" A local semiconductor plant and | 
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Chand: defended the scheme. 





mediate monetary gain — which the 
Desais’ proposal seemed to do, 

Their scheme to find money at a rate 
far below the market level and rede- 
posit.it m a London bank at 11% in- 
terest would earn some US$23 million 
a year for Nepal. However, according 
to the leading Kathmandu weekly, the 
Nayan Sandesh, the brothers planned 
to declare the bank bankrupt later — 
which would have left Nepal with a 
massive debt and the agents with their 
US$20 million service fee (Kathmandu 
officials were to get the other half). 

It is not clear whether the still-un- 
identified private lenders knew of the 


project that would have made the com- 
pany a producer of microchips from 
silicon wafers, Chuidian said the move 
was advantageous to ARCI because: 
» It assured ARCI of access to a market 
base of 50-100 semiconductor firms. 
» It boosted chances of ARCI achiev- 
ing its long-term goal of vertically in- 
tegrating into the telecommunications 
market. 
» It assured ARCI of management that 
had proven abilities. 

The move, however, was not without 
a hitch; the company neglected to 
notify, as required by law, appropriate 
government agencies, including the 
Central Bank of the Philippines, of the 
diversion of the loan proceeds. That, 
Chuidian said, *has brought ARCI all 
its current problems." Nonetheless, he 
believes the company — had it for- 
mally applied — would have obtained 
official permission for the shift. 


he Philippine Government now re- 

fuses to include the ARCI loan in its 
debt restructuring schedule. (The 
Philippines declared a moratorium on 
foreign-debt repayments in October 
1983 and talks with commercial-bank 
lenders for a rescheduling of public 
and private debts are now nearing con- 
clusion.) Finance officials have told 













Desais' plans. In the event, the loan 
was never concluded. (London bank- 
ing sources contacted by the REVIEW 
said it was inconceivable that anyone 
with such a large sum of money avail- 
able would be prepared to lend it to a 
risky debtor such as Nepal when US 
Treasury bills were yielding 10.5%.) 
Chand is known to have passed over 
an alternative loan proposal from the 
central bank governor — thé terms of 
which have not been disclosed — be- 
fore giving Sharma a mandate to 
negotiate with the Desais. Adhikari, 
who strongly opposed the pepgosed 
scheme with the Desais, was dismissed 


ARCI to sell the investments it had 
made in the US without approval. 
Chuidian says there are interested 
buyers, but any final decision is depen- 
dent on a restructuring of the com- 
pany’s debts. 

The issue came to the boil in early 
January when Credit Suisse First Bos- 
ton filed a suit in a London court seek- 
ing repayment of part of the loan 
which had fallen due. The suit was ini- 
tially seen as a potential delay to con- 
clusion of the Philippine debt-re- 
scheduling talks with the country's 
creditors. 

However, Prime Minister Cesar Vir- 
ata has assured that since pledges have 
been received for some 92% of the new 
money of US$925 million required 
under the rescheduling package (the 
minimum needed to clinch the package 
was 90%), the Credit Suisse action 
should not affect the overall negotia- 
tions. 

At any rate, President Ferdinand 
Marcos on 12 January told the Ministry 
of Justice to look into the case and 
study whether any Philippine or Ame- 
rican currency or taxation laws had 
been violated by ARCI. 

While Chuidian admits the company 
made a serious mistake in not report- 
ing diversion of the loans, he is bitter 
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‘by Chand on 8 December, a 
accused by theprime minister of giving 
"conflicting and misleading" state- 
ments to the panchayat finance com- 
mittee investigating the dealings after 


M MN 
ər being | as the principal secretary to King - 


the suspension of Sharma. Chand him- | 


self initially refused to appear before 
the committee. 

Breaking a long silence on the affair, 
Chand told a local political meeting on 
6 January that he had authorised 
Sharma to seek the loan because of ris- 
ing development costs. He insisted that 
looking for a low-interest loan should 


not be considered a “crime.” 
poet was always suspicious of the 
Desais’ offer and sent his own in- 
vestigators to Bombay. He discovered 
that they were managing directors of a 
private firm called Vapco, and that 
they represented no known local or in- 
ternational bank. He also discovered 
they had earlier made a similar loan 
proposal to the government of the In- 
dian state of Sikkim. Adhikari warned 
the prime minister and finance minis- 
ter, but Chand went ahead and gave 
Sharma a mandate to negotiate. 

The Desais went as far as to try toob- 
tain their fee before the loan had been 
settled, by arranging for Sharma to at- 
tempt to withdraw the US$40 million 
from Nepalese funds held by the Union 
Bank of Switzerland. However, the 
bank apparently became suspicious 
and notified Adhikari — who cancel- 
led Sharma’s authorisation and -sus- 
pended him. Chand's first response 
was to fire Adhikari (who had served 





about the company being "singled out 
as a visible football for domestic poli- 
tics." The company was initiating talks 
with the central bank for the registra- 
tion of the loan diversion to the US in 
early 1983 when the company's chief 
financial officer died in a car accident. 

The officer was Betty Bantug Be- 
nitez, who was married to the deputy 
minister of the Ministry of Human Set- 
tlements, which is headed by Marcos' 
wife, Imelda. The ministry's Human 
Resource Development Corp. has in- 
vestments equivalent to some US$4 
million in ARCI — which were bitterly 
criticised in the legislative Batasang 
Pambansa during debate on the minis- 
try's budget. 


ources close to Chuidian told the 
REVIEW that individuals closely 
identified with top officials of the 
ministry were interested in taking over 





ARCI's Dynetics. The semiconductor | 


company is the seventh leading exporter 
in the industry and the second-largest 
of the Filipino-owned firms. However, 
Chuidian himself would not confirm 
theserumours, though hetold the REVIEW 
in an interview that "politics" is behind 
company's current difficulties. 

At Philguarantee, a major shake-up 
took place early in January with the 
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Birendra and as alternative governor 
of the ADB). 
The finance committee of the Na- 






tional Panchayat summoned Chand, — 
Lohani and Adhikari to explain the 2 
| loan dealings. Chand was subjected to 


intensive questioning by the finance 
committee in December (it had already 


censured him for first ignoring its sum- 


mons) after postponing his testimony — 


twice. The panel accused him of “seri- ~ 


ous financial irregularities, misuse of 


the prime ministerial authority, flout- 


ing all legal and administrative norms - 


and jeopardising the credibility of 


LI 


Nepal's central bank in the world ~ 


money market.” 


But Chand was able to win over 15 of k | 


the 30 finance committee members the 


and the finance minister are ex-officio > 


members). These 15 — who earlier 
backed the censure motion — changed 
their minds. Thus the report of the fi- 


| nance committee was not forwarded to 


the chairman of the National Pan- 


chayat — who is supposed to then for- | 


ward it to the Commission for Preven- 
tion of the Abuse of Authority. 
The events surrounding the loan 


have rocked the Chand government — 
especially as there has been concern 


us 


over reputed corruption among his E 


ministers. Chand came to power in 
1983 by leading a no-confidence vote 
against former prime minister Surya 
Bahadur Thapa, and promised to runa 
"clean, efficient and uncorrupt" ad- 
ministration and provide economic re- 
lief to the population. 


resignation of its president, Rosendo 
Bondoc, a few days after Virata re- 
lieved him of his duties. Virata has re- 
fused to comment on his action, though 
it is widely believed that the action was 
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prompted by Philguarantee's involve- — 


ment in the debt controversy. 

This surprises ARCI officials be- 
cause, according to Chuidian, the Phil- 
guarantee board which approved the 
guarantee in 1981 included the then 
central bank governor, Jaime Laya, 
Trade and Industry Minister Roberto 
Ongpin and Virata. Although the 
Buarantee was granted, the central 
bank initiated no action by itself. Be- 
nitez was liaising with the bank on be- 
half of ARCI just before her death. 
That incident was followed by what 
Chuidian calls “an entirely different 
set of power dynamics” disadvantage- 
ous to the company, 

On the diversion of the funds, Chui- 
dian said the investors who were sell- 
ing out were based in the US and they 
wanted to receive at least 85% of the 
price in cash. Chuidian insists there 


was no misappropriation of funds. The | 


loan proceeds were diverted because. 
Chuidian said, Philippine restrictions 
on investment expatriation would 
have prevented the company from 
finalising the deal quickly. o 
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illion (US$24 million). 
m plantations alone in. 
mths of 1984, treble the | 
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itish plantation firms still dominate in Asia, but 
der new constraints and in subtler ways 
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James Bartholomew in London | 
r years, British planters have been | veloped. Currently, cotton and fruit 
acing one setback after another,so | are the crops into which companies are 
yay come as a surprise that Britain is | moving. But all these are still dwarfed 
| by far the biggest foreign plant- by the tea and oil-palm acreages. The - 
ation owner in Asia, Keeping a low | British grow oil palm, along with rub- 
profile, British planters remain in Ma- | ber and cocoa, mainly in Indonesia, 
sia and India — traditionally the | Malaysia and Papua New Guinea. The 
jt important countries for British | major tea acreages are in India and Af- 
antations — and maintain a presence | rica. The cotton is grown in Australia. 
‘Bangladesh. Even in the. former | and the coffee in Africa.and, to a lesser | 
ch-ruled Indonesia, the British are | extent, Papua New Guinea and Malay- 
' the top foreign planters. The same | sia. The fruit is generally grown in the 
e in Papua New Guinea. | United States. — ^ 
ustasthehostgovernmenisaresen- | One of the biggest plantations is the 
ve to foreigners owning or manag- | 100,000 aeres of Harrisons in In-. 
land, plar! ^s are ultra-sensitive to | donesia, which is given over to oil palm 
ir hosts nai aal sensibilities. They | and rubber. It is 100% owned and is 
even discussion of the subject may | not subject to heavy taxation, the jewel 
problems for them, particularly | in a richly decorated crown. But, des- 
ire is any suggestion that they may | pite much consolidation, the British 
better at the job than anyone else. | planters still include some relatively 
| 
| 
| 
| 





























































































í " ne strategy which has reduced fric- 
tion. for the planters has been to. 
speed up the introduction of local man- 
agement of estates, even ifthishassome- 
times been slower than host govern- 
ments would like. Expatriate manage- 
mentis now at a minimum, comprising 
specialists such as engineers and ac- 
countarits. The expatriate manager of 
an individual estate in Malaysia or 
India isalmostathingofthepast. ^. 
Harrisons Malaysian Plantations, 
the 30% associate of Harrisons and 
Crosfield, now has only 20 expatriates 
in Malaysia. In Indonesia and India; 





se firms, once protected by impe- | modest operations. Moran Tea Hold- 
might, are chastened. National | ings’ plantations total just 4,650 acres. 
sibilities saw them thrown out of | of tea in India. 

Lanka in 1975 with compensation The net profits of the British plan- 
1l below the market value of tea gar- | ters have varied with four main fac- 
is there. The planters believe land is | tors: taxes in the host country, the per- 
la very sensitive issue in Sri Lanka, | centage of ownership allowed, produc- 
d that the government would not | tivity growth and crop prices. In recent 
re to de-nationalise the estates. | years, the planters have been doing 
n India, planters were required to well. The price of palm oil, despite its 
educe their stakes to 74% and though | ups and downs, generally has given the nesi: 
tions with the government arenow | planters a very good return. The price Harrisons and Crosfield has only three 
ch improved, they were long ac- | of the other main crop, tea, has a | and four, - respectively. There are 
sed of weighting their profits in chequered history. another 20 who work in the Harrison: 
vour of their London agencies and | In recent years it has risen to a level | Malaysian Plantations’ consultancy 
ray from the highly taxed Indian op- | which makes it very profitable. The | arm, Harrisons Fleming. | 

ions. Most spectacularly, British | price is down from its peak, but still Consultancy is a second way in 
ation holdings in Malaysia are | gives returns which are transforming | which the British planters are dealing 
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‘than a decade ago. 
But Malaysia has been, at least com- 
reially, the planters’ least painful 
ience since they believe the buy- 
values they received were adequate 
d in some cases generous), enabling 
hose companies which remain British 
controlled to expand into other areas. 
Inoneor two countries, most notably 
Indonesia, the planters have made a 
omeback. Thrown out in 1964, they 
returned under the New Order govern- 
ment on condition they made hefty 
nvestment and have since enjoyed 
od relations with the government. 
rrisons and Crosfield has had 100% 
wnhership for years. - 
. By far the most important crops for 
the British areoil palm and tea. The ac- 
eages are big and both are profitable 
t current prices. In the past 20 years, 
he main change in land use has been 
e gradual turning over of much rub- | | 
r-growinglandtooilpalm. 2 
ocoa and coffee have been de- 















































| less resentment 
if he does not get on 







governments and corporations.. In- 
cheape, through its subsidiary Duncan 
Macneil, is employed by Britain's 
Oversea Development Administration 
as advisers to the Bangladesh Tea Re- 
habilitation Project. z 
. Here there is a direct link between 
British aid and use of British plant- 
ation consultants, and presmably a 
hope that the British will be able to 
keep their Bangladesh estates and 
remit their profits. p 

The World Bank too has promoted 
and financed estate projects in several 
nations, particularly the "nucleüs es 
tate" idea involving plantation. firms 
and smallholders. The ba often 





looks for a private-sector parti¢ipant - 





— which can often mean a foreign, 
quite likely British, plantation-éom- 
pany. N 
British planters have developed 
new, higher-yielding hybrid crops, 
new pesticides and new methods of 
harvesting and processing. One benefit 
of the recent takeover of tea giant 
Brooke Bond Leibig by Unilever is that 
they will be able to pool their research 
efforts. Unilever is a leader in tissue 
culture, relevant not only to the oil 
palm and rubber which they have long 
grown, but also to tea. 
Unilever and Harrisons already have 
a joint research company, Unifield, 
which is spending some £1 million a 
year on tissue-culture research. Harri- 
_ Sons Malaysian Plantations is spend- 
g around M$6 million (US$2.44 mil- 
























lion) a year on research, particularly 
into palm oil. Smaller companies buy 
into advances made by larger ones, or 
cooperate with host-country research 
programmes. 

While improved husbandry and 
chemicals have had an impact, the 
most spectacular advances have been 
with cloning and tissue culture. The 
impact of new clones is massive and 
spread over a long period. New varie- 
ties of tea bush can, at maturity, pro- 
duce 4-6,000 kg per ha against 1,600 kg 
for old types. Whether or not further 
advances are made, there will be big 
increases in output as much replanting 
has yet to be done. As new bushes take 
five years to reach maturity, the dis- 
counted cash-flow advantages of re- 
planting are not as obvious as the yield 
differentials may look. 


| 
| 
| 
| 


he last strategy of the planters is 
modest expansion. Modest because 
in many countries they are constrained 
by law or by fear óf political reaction 
against them, and because in most 
countries there is a shortage of suitable 
land. Sometimes, where there is land, 
as in parts of Papua New Guinea, there 
mày be no workforce. On the other 
hand, Indía has workforce but little 
suitable new land. 

In Asia, expansion has been con- 
centrated in Indonesia and Australia. 
Indonesia has suitable land and is pre- 
pared to offer developers a deal on 
ownership which they find acceptable. 
Continuing potential appears to exist 
for joint ventures and nucleus-estate 
projects in areas such as Kalimantan, 
in which transmigration is taking 
place where soils are suitable for tree 
crops but not for food crops. 

Australia is popular because of its 
political stability and because land is 
cheap (much cheaper, for example, 


| 
| 
| 
| 
| 
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| business 
| fashioned planters sometimes ab hor. 
| They often get along better with the 






| control of plantation companies by fi- 
| nancial deals on the London stock map 













'heothertr of 
planters is Africa. There has bee 
cent expansion there but it has. b 
mited by lack of land in the right : 
political instability and unfa 
financial environment. The pi 
concern with a welcoming fin 



















environment is increasingly 
them to the developed countri 
Holdings. has even tried a k 
plantation m Britain, growing hy 
plants. Another new group, A 
American Agriculture, has comple 
by-passed the traditional 
planting grounds, and gone 
sively to the US where prices fo 
ricultural land have fallen sharply 
Another possibility for the 
could be China. Guthrie Corp. t 
joint venture there, but then 
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up a deal in China. 
Despite some diversification, 1 
have, on the whole, remained 
areas thev know. Whe ig 
factor or notit certain 
litical fears decrease wit 
Guthrie made a foray into the 
pines before the Malaysian take 
was not a happy experience due te 
lessness and insurgency in 
and seems to have put off other Bri 
planters from venturing into an ar 
said to be ideal for oil palm and go 
for rubber. _ 
The companies remaining in 
traditional areas are of two 
There are those which one was 
another have managed to hold ¢ 
their plantation business. Harri 
and Crosfield and Unilever are the 
groups which dominate this list. ] 
have major stakes in Southeas! 
countries (mostly rubber and oi 
and in the Subcontinent (mostly tea 
The people running these compa 
have often risen up the ranks the hz 
way, spending years, sometimes ey 
decades managing estates 
They are Britons (often Scots 
pendent, frugal and hardy. But som 
times perhaps influenced p 
memories of the British Empire — they 
can be unbending and paternalistic. — 
The new breed of companies is rury 
by people who are mosti y too voung ta 
have had experience either of em pite, 
or running an estate. They a equireg 
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Mf ot eye per ny Paese ax i 
antations as a finari at 


wav which old- 
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host countries. 

Both kind of company is now 
calmer waters than at any time iri: 
past 10 years. The post-colonial ré 
tion of British interests seems. to ha 
run its course for the time being. 
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A Chinese-controlled plantation company goes public 
in Malaysia, and looks set for bigger things 


By James Clad in Kuala Lumpur 


e D espite Malaysian investor-disen- 
- > 


chantment with Chinese-based 
holding companies, another self-styled 
adherent to Chinese corporatism has 
quietly made an appearance. But the 
latest investment vehicle, Unico Hold- 
ings, has the political pull to make 
plantation agriculture its cash-flow 
base — a rare business entry for the 
Chinese, given sensitivities surround- 
ing land ownership in most parts of 
Malaysia. 

Unico achieved what was, by Malay- 
sian standards, a modest 15% over- 
subscription to its issue of 49.4 million 
M$1 shares issued late in 1984. Most of 
the 25,000 applicants,are less well-off 
members of some 300 Chinese guilds, 
especially Hokkien- and Teochew- 
dialect groupings. All but 10% of them 
requested 10,000 shares or less while 
67% sought the minimum 1,000-share 
blocks. In all, 97% of the applicants re- 
ceived some allotment: 

Some larger investors also came 
aboard, notably United Teochew 
Holdings (a dialect group-based in- 
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j Shoring-up operation 





vestment fund) which put in 
M$250,000 (US$101,626). Except for 
M$4 million raised from Sarawak 
Chinese and another M$500,000 from 
their ethnic peers in Sabah, the re- 
maining funds for the public issue 
(which closed in November) came from 
Chinese in Peninsular Malaysia. 
Unico's directors held the pre-float 


| M$600,000 in the company's M$50 mil- 


lion paid-up capital. They include 


| Sarawak timber millionaire Tan Sri 


Wee Boon Peng (Unico's chairman), 
housing developers Sen. Kee Yong Wee 
and Datuk Mok Sum, financier Chong 
Ching Siew and the managing director 
of plantation-based Kumpulan Emas, 
Lim Fung Chee. All figure prominently 
in the Associated Chinese Chamber of 
Commerce and Industry in Malaysia 
(ACCIM), which groups the country's 
roughly 2,400 Chinese guilds; Wee has 
been ACCIM president for the past 
three years. 

The good response to the issue from 
small investors is seen as a positive 
reaction to Wee's ACCIM leadership; 





China proposes to take over a floundering Hongkong cement 
company, assuring long-term needs and saving face 


By Paul Sillitoe in Hongkong 


ids proposed takeover by a China- 
backed, Hongkong-based company 
of existing shareholdings in China Ce- 
ment, the.ailing Hongkong integrated 
manufacturer, appears to be motivated 
as much by China's longer-term ce- 
ment needs as by the shareholders' 
(and banks’) desire to get out of a mess. 
China's desire to save face is another 
factor. 

The deal, in its most recently mooted 
form, would involve the existing China 
Cement partners — including Kiu Yip 
Investment Corp., representing 
China's 2096 stake in the project — 
transferring their holdings to a sepa- 
rate, Hongkong-incorporated nominee 
company, the REVIEW understands. 

The terms of the transfer apparently 
have not been finalised but it would in- 
volve the new owner assuming China 
Cement’s almost  HK$1 billion 
(US$128.2 million) debt. Presumably 
the equity transfer would be for a very 
small consideration. Bankers have said 
they are pleased with the proposal, 
though China Cement had not reneged 


84 ! 


on principal or interest payments des- 
pite heavy losses. 

China Cement's shareholders, apart 
from Kiu Yip, are Kaiser Cement of the 
United States, the managing partner 
with 40% of the equity, Hongkong's 
Green Island Cement (20%) and Hong- 
kong property group Cheung Kong 
(Holdings) (20%), which has owned à 
major stake in Green Island since 1979. 
All have been hurt in the market glut 
that followed the collapse of Hong- 
kong property prices in 1982. Kaiser 
Cement has written down its invest- 
ment in China Cement by more than 
US$50 million; Green Island has done 
so to the tune of HK$98 million. 

It is understood that the proposed 
Hongkong holding company will be at 
least 95% owned by Peking-backed in- 
terests. It is also thought possible that 
Cheung Kong may retain a 5% residual 
shareholding in the new company. 
Meanwhile, the REVIEW has learned in 
Peking that China International Trust 
and Investment Corp. — which also 
has an office in Hongkong — has been 
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his prestige among many Chinese has 
risen as esteem for the dominant 
Chinese Party in the ruling National 
Front coalition, the Malaysian Chinese 
Association (MCA), and for its bitterly 
divided leadership, has steadily drop- 
ped (REVIEW, 22 Nov. '84). Unico's move 
into plantation agriculture also shows 


approached with a view to it assum- 
ing an as-yet-undetermined role in the 


eal. 

Undoubtedly there is an element of 
face-saving in the rescue by China- 
backed interests of an early monument 
to Chinese free enterprise, as there was 
with the purchase of a major stake in 
ailing Conic Investment of Hongkong 
by another Chinese-backed concern 
(REVIEW, 21 June '84). Equally, how- 
ever, in China Cement the Chinese are 
taking over a modern, potentially 
highly efficient manufacturer whose 
product could fill an important need in 
China at reasonable cost. 


he existence of a ready market in 

China could boost China Cement's 
capacity utilisation which industry 
sources suggest is about a half — a first 
step towards turning it around. And 
further down the road there might be 
scope for China to sell to China Cement 
a substantial amount of limestone, of 
which it has abundant deposits in the 
south, offsetting the (relatively low) 
foreign-exchange cost of running the 
plant, it is pointed out. 

Although China is a very major ce- 
ment producer, with output officially 
set at more than 108 million tonnes in 
1983, it also is a major importer. (Also, 
while China is an important producer 
quantitatively, much of its cement 
technology is backward.) 

According to US Government fig- 
ures, China imported US$103.2 mil- 
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| his political connections in East Ma- 
laysia. - 
Using his good relati 
Sabah Chief Minister De 
Salleh, Wee has gained 
offer from the state's La 
veys Department of 17,0 
prime land. Unico has teamed up.: 
an investment arm of the state’ 







or- 
perasi Pembangunan Desa (KPD, or 


Development Corp,), which 
nominally operates under Sabah s Ag- 
riculture and Fisheries Department, 

The result is Unico-Desa piant- 
ations, 51% held by Unico and the re- 
mainder by KPD Holdings, now plan- 
ning rocher and planti do pt 
palm and cocoa on 99-year leasehold 
land near Kertam. Also thanks'to Har- 
ris, Unico has begun talks with the 
Sabah Land Development Board 
(SLDB) to jointly capitalise, on a 70% 
Unico-30% SLDB basis, a 30 tonnes- 
an-hour palm-oil mill. 

The willingness of small investors to 
trust in the earnin tential of these 
schemes — and just AS videt Wie's 
stewardship — shows that community 
or guild-based investment ventures 
still may have some pull for the 
Chinese. E 

Urged in the 1970s to pool their cap- 
ital in community-based investment- 
holding companies, they responded 
positively at first, reacting in part to a 
perceived poor business climate that 
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lion worth of cement in 1982, the latest 
year for which a full breakdown is 
available, representing an increase of 
about 40% over 1981. REVIEW esti- 
mates suggest that imports probably 
levelled off in 1983 but grew again in 
1984, perhaps by 8-10%. 

China aims to boost its cement capa- 
city substantially, which should lead 
to a reduction in imports. But not 
necessarily by very much: industry 
sources foresee demand for cement re- 
maining buoyant as China continues a 
nationwide construction boom. In 
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included new legislative. demands 
(such as the 1975 Industrial Coordina- 
tion Act) to conform to the govern- 
ment's New Economic Policy (which 
aims in part at transferring wealth, 
jobs and skills to indigenous people). 
Unico's general manager, Koh King 
Kee, said the company will consolidate 
its cash flow first, then move into other 
commitments. Koh said Unico will 
seek a listing in its own right "in about 
five years." He is pleased at the only 
non-Chinese shareholding accepted in 
Unico: Datuk Thamby Chik. As chair- 
man of Malacca's Malay Chamber of 


Commerce, Thamby Chik's M$250,000 | 


Unico stake lends substance to Wee's 
efforts to come up with more tangible 
Sino-Malay business cooperation. 
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Power but 
no light 


Hongkong and Guangdong 
launch a joint nuclear plant, 
but the consumer could suffer 


By Philip Bowring and 
Emily Lau in Hongkong 


| Ww: the signing in Peking of a 


| Chinese 


Wee's cordial relations with Prime | 


Minister Datuk Seri Mahathir 


Mohamad were apparent in unpubli- | 


cised remarks Mahathir made at a re- 
cent ACCIM dinner. Mahathir made 
heavy hints that Unico could find op- 





portunities in his government's forth- | 


coming "privatisation" 
especially "playing some role in the 
privatisation of the biggest govern- 
ment services.” 

Explicitly holding out participation 
in a privatised Malaysian Airline Sys- 
tem and other services, Mahathir con- 
cluded by saying: "I believe that Unico 


exercises, | 


has the potential to be a really big in- | 


vestment company." oO 


1983, the Chinese Government ear- 
marked Rmb 800 million (US$285.71 
million) for the construction of 18 large 
and medium-sized cement plants 
which on completion would add 9.1 
million tonnes of capacity. 


» Robert Manning writes from Washing- 
ton: Before the third quarter write-off, 
China Cement was shipping about 
40% of its total output to China, ac- 
cording to Kaiser Cement sources. 
However, while this helped keep the 
plant running, Chinese prices were 
even lower than those in Hongkong. 

On the decision to pull out of China 
Cement, a Kaiser source said this was 
essentially an economic question: “The 
combination of a [cement] glut in the 
Pacific Rim and the backdrop of insta- 
bility of the\Hongkong dollar in the 
period before the [Sino- British] accord 
on Hongkong wére major factors." 

He added that “more important than 
the decline in demand was what hap- 
pened to the price in US dollar terms" 
as a result of the de facto devaluation 
of the Hongkong dollar from about 
HK$5.80:US$1 to a brief low of almost 
HK$10 before the currency was pegged 
at HK$7.80:US$1 in October 1983. 

"We simply couldn't meet our obli- 
gations," said the Kaiser source. But he 
had nothing but effusive praise for 
local management. "[They] did an out- 
standing job; it is a showcase plant, 
comparable to the best plants in the 
US." oO 





series of agreements between the 
and Hongkong parties, 
Guangdong's 1.8 gW nuclear power 
project at Daya Bay has formally been 
launched. Contracts with the principal 
equipment suppliers, Framatome of 
France for the nuclear plant and GEC 
of Britain for the generating sets, are 
expected to be finalised before the 
middle of the year 

However, details of several key as- 
pects of the agreements remain 
shrouded in secrecy. The Hongkong 
Government says it cannot disclose 
them because the parties directly in- 
volved are Chinese or the privately 
owned utility China Light & Power 
(CLP) However, as Hongkong con- 
sumers will buy 70% of the station's 
output, the details are of concern to 
Hongkong at large. Environmental 
factors also still cause worries because 
the plant will be only 50 km from 
Hongkong's densely populated urban 
areas. 

The agreements signed are 
» A joint-venture agreement between 
China's Guangdong Nuclear Invest- 
ment Co. (GNIC) and CLP's subsidiary 
Hong Kong Nuclear Investment Co. 
(HKNIC) which will respectively own 
75% and 25% of the China-incorpo- 
rated Guangdong Nuclear Power Joint 
Venture Co., the owner and operator 


| » Agreements between the joint ven- 





ture and its owners under which they 
will buy their own shares of the sta- 
tion's output. 
» An agreement between GNIC and 
HKNIC whereby HKNIC will buy a 
further 45% of the station's output 
from GNIC; and à sales agreement be- 
tween HKNIC and CLP. The most crit- 
ical question is the price Hongkong 
will pay for the power 

Sources say that for the five years 
after the plant becomes fully opera- 
tional (expected to be 1992) there will 
be a ceiling on the price paid by 
HKNIC for the 45% share. This is 
based on the assumed operating cost of 
a thermal station and apparently will 
be related to the actual price of coal 
rather than an assumed cost 

However, quite how far above the 
cost of alternatives the limits apply is 
not clear. Being relatively capital in- 
tensive, once the Daya Bay plant is 
built, the cost of fuel will be a much 














a Ne [o ill lll T 









PF 
U- 


1 4 ho 


but 






smaller proportion of operating cost | 
_ than in an oil- or coal-fired plant. Even 
_ so the cost of power from the Daya Bay 
— plant in the first three years after it 
— comes into operation is expected to be 


higher than for conventional power 
plants. Th 

But sources claim that, on the as- 
sumption that coal prices rise 7% a 
year by the fourth year of operation, 
nuclear energy would start to become 
cheaper, being 10% less than coal after 
10 years and 40% less after 20 years 
(though critics point out that the close 
linkage between coal and oil prices 


. undermines this assumption). As fuel 


costs count for only 10-20% of operat- 
ing costs compared with around 70% 
for coal, there is said to be greater cer- 


= tainty about future power prices. 


we 


he agreement does provide the safe- 
guard of a ceiling for Hongkong 
consumers: it is not, as some had 


— feared, open-ended. But the price for- 


mula for the 25% purchased direct by 


HKNIC is different from the 45% and 
— not so restricted. Nor is it clear whe- 


ther GNIC will pay the same price for 


"its 75% as HKNIC does for its 25%, 


and whether there is substantial profit 
built into the resale agreement be- 
tween GNIC and HKNIC. 

The power-price parameters are un- 


—— known but expected to be aimed at giv- 
- ing the joint venture a generous return 


. current 
- eapitalised interest of HK$27.4 billion 


on shareholders' funds should it ope- 
rate efficiently. Shareholders' funds 
will be only 10% of estimated cost at 
prices, but including 


(US$3.51 billion). A return on equity of 
not less than 30% would probably not 
be regarded as unreasonable. If the 
station is afflicted by the delays and 
accompanying cost overruns which 
have hit many nuclear projects, the 
joint venture will have to foot the bill. 

However, it is less clear what will 
happen if power demand in Hongkong 
does not grow rapidly enough to ab- 
sorb the Guangdong output. There is 
some flexibility for downward adjust- 
ment of HKNIC's purchases for the 
first seven years, but it is likely to be 
very limited given that nuclear sta- 
tions are providers of base load and 
cannot be switched on and off quickly. 

This could mean that Hongkong 
pays high prices for nuclear energy 
while thermal plant lies idle. And it 
could explain why Exxon, which is in a 
joint venture with CLP to generate all 
the power which CLP distributes, is re- 
portedly none too happy about the nu- 
clear deal. 

For CLP, the nuclear arrangement 
means the possibility that they can 
sustain their role in power distribution 
without putting much additional 
money into generation. Their equity 
investment in HKNIC of HK$800 mil- 
lion (half of which will be borrowed on 
the back of a government guarantee) is 
a fraction of the HK$15 billion assets 


Z currently employed by CLP and its 
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panies. 

As rates of re- 
turn permitted to 
Hongkong's power 
utilities are based 
on fixed assets, for 
CLP to go the nu- 
clear route through 
a minority equity 
stake will limit 
their future earn- 
ings growth. But it 
also limits risk 
and need for tying 
up capital in fixed 
assets. In fact, 
CLP's major out- 
lay in connection 
with Daya Bay will 
be some HK$3 bil- 
lion for transmis- 
sion lines linking into the Hongkong 
grid. These are fixed assets against 


which the permitted rate of return is | 


calculated. 

There are still doubts about the fi- 
nancial risks and rewards for both 
Hongkong consumers, China and CLP, 
but the economics are now better than 
a year ago when the Hongkong Gov- 
ernment indicated that it regarded the 
project with favour, despite the con- 
tinued fall in fossil-fuel prices. The fall 
in the value of sterling and the French 
franc have reduced the estimated cost 
by some HK$8 billion compared with a 
year ago. Interest costs may also now 
be lower, though as most of the money 
will come from fixed-rate export cred- 
its, the benefit of lower rates world- 
wide may not be great. 
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While much is known already about 
the equipment suppliers and their 
prices, no details are available on the 
cost of the civil-engineering compo- 
nent of the project. Project supervisor 
is Electricité de France which has ex- 
perience with numerous plants in 
France, but actual construction will be 
by a Chinese firm. 


Aj from the financial implica- 
tions, many Hongkong people are 
concerned about the environmental 
hazards posed by a nuclear power 
plant just across the border. It is 
understood that the Hongkong Royal 
Observatory and the Preparatory Of- 
fice for the Guangdong Nuclear Power 
Station conducted a joint exercise to 
collect meteorological data at the Daya 


Simex in the pits 


A much-touted futures exchange is already withering 
after less than six months of less than frantic trading 


By Lincoln Kaye in Singapore 
hronic illiquidity has the Singa- 
pore International Monetary Ex- 

change (Simex) showing symptoms of 
dehydration after less than half a 
year's trading as Asia's first financial 
futures market. “Locals” — the indi- 
vidual, speculative members whose 
contract turnover is the lifeblood of 
any futures exchange — have begun to 
desert the Simex pits. Some of the in- 
stitutional members have reduced 
their floor personnel and repatriated 
expensive foreign staff. 

And within the exchange's own 
management, nearly half the original 
complement of professionals has left 
for better-paid employment, including 
Yeong Wai Cheong, the popular assist- 
ant general manager who had 
spearheaded the exchange's initial 
a sod 
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marketing drive. Even top-level Simex 
sources admit the exchange is facing a 
make-or-break crisis. 

One key executive sets the threshold 
for the exchange's survival at an aver- 
age daily volume of 4,000 contracts by 
end-1985 — a very modest target, by 
most lights, representing roughly 
twice the 1984 level. A Simex local 
applies an even simpler test: “If I don't 
make some money here in 1985, I'm 
going to pack it in." Several of the ini- 
tial 90 trading-authorised locals have 
already done so — the local floor popu- 
lation, even on good days, rarely ex- 
ceeds 30-40 bodies, with just four or 
five of them accounting for the bulk of 
the turnover. 

A few of the most active erstwhile lo- 
cals now no longer trade on their own 
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Bay site last July and such liaison will 
continue. 

Hongkong Government sources 
stressed the Daya Bay plant will be 
built to high international standards, 
and it will monitor the design and op- 
erations of the plant through its mem- 
bership of the board of HKNIC. A pro- 
gramme to monitor the levels of radia- 
tion is to be set up by the Royal Obser- 
vatory in conjunction with Guang- 
dong. 

China, perhaps sensitive to Hong- 
kong anxieties about the plant, is also 
understood to have commissioned an 
environmental impact and safety 
analysis report. Sources also said the 
Hongkong Government will develop a 
contingency plan for radiation con- 
tamination from the plant. oO 


account: they have reportedly been 
recruited by clearing-member firms to 
act as “order fillers” on behalf of out- 
side clients (though Simex has yet to 
see any significant volume of non-in- 
stitutional retail business). Others, 
finding the opportunity cost of a local’s 
life too high, have returned to the luc- 
rative corporate jobs or professional 
careers they left just months ago to try 
their hands at futures trading. 

As for the S$$50,000 (US$22,831) seat 
price, the drop-out locals seem pre- 
pared to write it off as a speculative in- 
vestment which may appreciate if the 
exchange ever takes off. But many 
grumble that even the value of the 
membership has been diluted by the 
announcement early this year that 
Simex will sell an additional 150 seats 
now that the initial quota of 300 has 
been filled. 


S uch fears show a fundamental mis- 
understanding of what a futures ex- 
change is all about, according to one 
American Simex-watcher. "A trading 
floor is not a country club that places a 
premium on exclusivity — least of all in 
its start-up phase,” he said. “The value 
of a seat lies in its potential to make you 
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money, and the more 
locals are in the pits 
generating liquidity, 
the more money each 
stands to make.” 

But. the converse is 
also true, as demon- 
strated in December, | 
when volume sank to 
an all-time low. Ex- 
change officials dis- 
miss the slump as 
merely a predictable 
seasonal setback that — 
annually afflicts fu- 
tures exchanges world- | 
wide. Nevertheless, it 
highlighted some of the 
hazards of continued 
iliquidity. Business 
was so slow that all but 
about a dozen of the lo- 
cals found it more pro- 
fitable to stay home 
much of the time. 

And of those who did 
show up regularly on 
the trading floor, 
several reportedly 
went to the exchange 
mainly to catch up on 
their sleep, dozing in 
chairs off to the side 
of the becalmed pits. 
Their drowsiness re- 
flected not just the 
quiescence of trading 
but also the taxing 
night-life that has be- 
come the norm for many Simex locals. 

Midnight finds an estimated two 
dozen of them hunched in front of com- 
puter screens studying price and vol- 
ume movements of futures contracts 
on foreign trading floors. They take 
advantage of the marginal discounts 
they get on brokers' commissions from 
their guarantor  clearing-member 
firms to trade in such exchanges as the 
Chicago Mercantile Exchange (CME), 
the New York Commodity Exchange 
(Comex) or the cash gold market in 
London. 

“It’s the only way we can unwind a 
Simex position of any size,” explained 
one insomniac local. “Our own ex- 
change simply doesn't offer the liquid- 
ity.” As a result, many locals find 
themselves at the end of a trading day 
leaving the Simex floor with an out- 
standing commitment to buy or sell fu- 
tures contracts — unwilling "position 
traders," in the industry's jargon. In 
more mature exchanges such as the 
CME or Comex, only the most seasoned 
and best-bankrolled locals dare to take 
on this role. 

Fledgeling traders prefer to stick to 
short-term futures plays, "squaring 
up" at the end of each day. Favoured 
techniques include "scalping" (a series 
of rapid, low-volume trades capitalis- 
ing upon very slight price movements), 
"spreading" (taking a view on the 
short-term price relationships be- 
tween contracts deliverable in the 





AVERAGE DAILY TURNOVER 
OF SIMEX CONTRACTS 


Note: Start ‘of Simex Trading — 5 July 
(Gold), 7 p Aims (Eurodollars, Dm), 7 
). 


November ( 
*To 11 January. 





Simex trading pit: ‘locals’ retreat. e. | - 


nearer versus the more distant future) 
and "arbitraging" (trading on trans- 
ient futures-price discrepancies be- 
tween two economically related in- 
struments). 


B ut in Simex the turnover is hardly 
brisk enough to permit much scalp- 
ing. The market for all but the nearest- 
term futures contracts has yet to de- 
velop in any of the four pits, so there is 
no prospect of inter-temporal spread 
trading. Norarethe economic relation- 
ships among the instruments on 
Simex's trading menu (Eurodollar in- 
terest rates, Deutschemarks, yen and 
gold) linked predictably enough to ar- 
bitrage meaningfully. So locals become 
position traders by default. 

It is a costly, as well as a risky busi- 
ness. Even on the CME, with which 
Simex is electronically linked through 
its “mutual offset” system of inter- 
changeably  tradeable contracts 
(Shroff, REVIEW, 18 Oct. '84), it costs a 
Singapore local about S$23 in clearing 
fees, transaction costs and commis- 
sions for a matched buy-and-sell order 
— as against just S$3 for the same 
“round-trip” turn at home. 

Trading Comex and London is even 
more expensive. Then, too, Singapo- 
reans are at a disadvantage in terms of 
market intelligence and response time 
when they trade overseas by remote 
control rather than in their own fu- 
tures pits. 
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Despite these drawbacks, though, 
Sime pliers seem to be trading in 
f anges at an increasing rate 


— and not just the locals. Institutions, 
with their greater sophistication, are 
even more prone to take their futures 
business.overseas. “Mutual offset" has 
aceounted for 20-30% of Simex vol- 
ume to date. 

But tbe CME link is proving to bea 
one-Way street, according to floor 
sources; with a disproportionate 
amount of liquidity flowing out of 
Singapore as local banks take advan- 
tage of What they see as a cheap win- 
dow ontó Chicago's market. (Exchange 
officials claim — without giving speci- 
fic figures — that the amount of busi- 
ness brought by Chicagoans to Simex 
via “mutual offset" is roughly as great 


as the volume going the other way.) 


Institutional members of the ex- 
change are steadily exhorted by the re- 
public's. quasi-central bank, the 
Monetary Authority of Singapore 
(MAS), to quote both bid and offer 
prices for contracts, rather than taking 
just one side; to scale down their posi- 
tions so that deals would be within the 
reach of locals, rather than other in- 
stitutions only, and to steer as much of 
their business as possible to Simex. 

Bankers, while eager to please.their 
MAS overseers, remain leery of even 
seemingly government-backed finan- 
cial innovation in Singapore's quirky 
regulatory climate. The cautious re- 
ception accorded by Japanese banks to 
the recently unveiled Simex yen con- 
tract offers a case in point. 

Nor was the banking fraternity's ap- 
petite for Simex trading much stimu- 
lated by the revelation by departing 
MAS general manager Richard Hu (in 
his inaugural speech as finance minis- 
ter-designate) that comprehensive fi- 
nancial-futures legislation would be 
drafted by June. 

Paradoxically, Simex can expect lit- 
tle direct help from the one bank that 
has both the resources and the motiva- 
tion to pump the needed liquidity into 
the exchange — the MAS itself. Al- 
though the MAS, through its Govern- 
ment of Singapore Investment Corp., is 
widely held to be a substantial player 
on world futures markets, it balks at 
throwing any of its financial weight 
behind the Singapore exchange lest 
it be seen as exerting undue in- 
fluence. 

Another Singapore scruple — about 
internationalising the local currency 
(REVIEW, 9 Feb. '84) — proscribes a 
Singapore stock-index futures con- 
tract, which potentially could attract 
enough retail trade to breathe some life 
into Simex turnover. This taboo could 
allow the nascent Hongkong Futures 
Exchange — supposedly due to start 
up sometime in the first quarter of this 
year — to steal a march on Singapore 
in luring the Asian punting public into 
the futures markets, even though 
Singapore won the "race" to begin 
trade first. o 
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COMPANY RESULTS 


Sanyo surges 
Sanyo Electric Co., Japan's 
leading general electric- 
appliance maker, is expect- 
ed to announce later this 
month an unconsolidated 
net income increase of 21% 
to ¥991.7 billion (US$3.9 
billion) for the year to 30 
Nov. 1984. Recurring profit 
rose 30% to ¥55.6 billion. 
Sales of video-tape re- 
corders and office-automa- 
tion equipment grew 
strongly in both domestic 
and overseas markets, Ex- 
ports (accounting for 62% 
of sales) rose 29%, with 
shipments to the United 


States up 54%. Because of | 


hot summer weather, the 
company was able to un- 
load surplus stocks of sea- 
sonal products such as air 
conditioners. As a result, 
sales costs were down 
Increased profits ob- 
tained from surplus 
operating funds contri- 
buted to recurring profit 
Sanyo has announced a 
long-term development 
plan starting in the current 
financial year. The plan 
emphasises investment in 
semiconductors and infor- 
mation-related equipment. 
The company aims to 
achieve ¥1.6 trillion worth 
of sales for the final year of 
the plan (1990) when it will 
celebrate its 40th anniver- 
sary. — KAZUMI MIYAZAWA 


Hardie grows 
Diversified Australian 
building and paper-pro- 
ducts group James Hardie 
Industries reported a 25% 
lift in turnover for the six 
months to 30 Sept. 1984, 
compared with the same 
period a year earlier, lead- 
ing to a 35% rise in net pro- 
fit to A$22 million (US$18 
million). The company re- 
ported that profitability 
had risen for most of its 
product and service divi- 
sions, while a dispute with 
insurers over coverage for 
potential claims relating to 
asbestos-caused illness had 
been resolved in the com- 
pany's favour. 

Managing director D. K. 
MacFarlane reported good 
results in Singapore, Hong- 
kong and New Zealand. 
However, operations in In- 
donesia were a problem 
area for the group. The 
company's two 15%- 
owned Indonesian ventures 
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have been merged and a 
cost-reduction programme 
was underway to minimise 
losses pending a market re- 
covery — HAMISH McDONALD 


Kentucky falters 


Intensifying competition 
and. mounting interest 
charges clipped the wings 
of Kentucky Fried Chicken 
in its second year of opera- 
tion. as Singapore's only 
listed fast-food retailer. 
Pre-tax profits fell 60% to 
$$2.2. million (US$1 mil- 
lion) in the year to 31 Dec. 
1984, despite a 22% boost 
in turnover to $$52 million. 
One culprit was interest 
expense, which trebled to 
$$1.3 million. 

This was offset below the 
line by an extraordinary 
gain of S$1.3 million on 
disposal of investments 
and fixed assets, which 
brought attributable pro- 
fits to S$2.14 million. Di- 
rectors declared a fourth- 
quarter dividend of 6%, the 
same as the previous three 
quarters, bringing the 
year's total dividend to 
24% (18% previously). 

— LINCOLN KAYE 


Petronas profits 


Malaysia's national petro- 
leum corporation, Petronas 
(which is also Malaysia's 
largest concern), posted an 
after-tax profit of M$2.92 
billion (US$1.2 billion) on 
revenues of M$8.43 billion 
in the year to 31 Mar, 1984. 
Petronas, which is 100% 
owned by the Malaysian 
Government, files no pub- 
lic report. The sole report 
available for inspection is 
deposited at the Registrar 
of Companies, in accord- 
ance with normal com- 
pany-law requirements 
Petronas chairman Tan Sri 
Mohar Badiozaman said 
royalties from petroleum- 
production arrangements 
totalled M$480 million 
— JAMES CLAD 
t * 

Reckitt rises 
Household products maker 
Reckitt and Colman Aus- 
tralia recorded a 21.5% rise 
in net profit for the year to 
31 Oct. 1984 to A$20.45 
million (US$16.76 million), 
underscoring its reputation 
as a major contributor to 
the British-based parent 
group. Sales rose by 13% to 
A$305.9 million 

— HAMISH McDONALD 
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HKJ 6.91 million. icone for 
price decline onthe second trading day, 
! ; all through the period, with property 




























Een in Ho prime tate over the weekend to 
; % » gave bulls a further lift. Brokers now look 


me Nie Dow . Jones iq 


: Mab. those Telated to “aint cancer 
s." Trading volume averaged 470 million 
es daily. Stocks to watch, analysts agree, are 
na-Japan trade-related issues. Trading fo- 
sed on a range of blue chips. Important gains 
chalked up by Sony and Nippon Columbia, 
'cting renewed confidence in the market for 
a t discs. 





GAPORE: Rumours of bad bank debt and 
"ing performance of local retailers coupled with 
bout Malaysia's spreading Bumiputra 
sia Finance scandal in Hongkong shaved 
3:596 off Fraser's Industrial Index in the 
rading days, before it recovered to close 





n shares (7.5 million previously). Blue 
ed the retreat, as shown by the relative re- 
e of the broadly based Fraser’s compared 
he 30-stock Straits Times Index, which 
ched through its previously established floor 
80. points on 9 Jan. and did not claw its way 


Y nod mired j in slack adac. with a ieee stale 
ull overhang severely depressing sentiment. 
Much- publicised changes to trading rules — in- 
cluding easing previously sanctioned regulations 
gainst contra-trading and extending the settle- 
ment period to two. weeks — did little to alter 
sentiment. Too many investors are waiting to sell 




















ume and value stayed in a familiar trough (25 
million shares changed hands, worth M$54.1 
million or US$21.81 million). 


AUSTRALIA: The. market shook off its pes- 


simism of the previous six weeks to show a sus- 
tained rally in prices. A flutter upwards in the 
gold price and hopes of firming commodity 
prices returned interest in the mining sector, with 
heavyweight stocks showing a strong lift from 
enewed overseas buying. Local buyers: reacted 

gains in Wall Street and takeover activit 





riod at 4,259.65, down 54.93 points. Volume 
dup slightly, with daily turnover averaging” 


at the first sign of strength. Weekly trading vol- 
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16.2: points to end the period at 453 6 : 


close. Turnover remained low, as it traditiona’ 


around i indie ial stocks. Over -the period: 





Australian All-Ordinaries Index put on 19. points: i3 
to 734.2 with the All-Industrial Index rising 22.2. 






points to 1099.7 and the All-Resources Index 


kr rS magit 








D: Prices dropped ‘sharply carly | 


in the pefiód as sellers failed to find buyers at. |. 
prevailing levels. Prices then recovered slight yl T 


and looked more stable at mid-period, th 
several leaders were losing ground again a 


does during the holiday month of January’? 
this thinness contributed to the sharp drop on 8 
Jan. The absence of company news has alse cor 
tributed to the present tone. 


TAIPEI: "The market continued to inge in th 


doldrums that had marked the past two periods. | 
The. weighted price index closed at 83377 | 


only 1:48 points from the previous period T 


ors are displaying caution in the faċe of predic | 
tions by mast listed companies that 1985-results. © 


will not be up to last year's levels. A few com- 
panies still turned in good performances on the 
period, including Sampo Corp., which benefited 
from investors’ expectations that its recently an- 
nounced price cuts on TV sets would boost sales. 
The average daily turnover was a. low NT 4H 
million (US$10.28 million). . P | 





BANGKOK: On tightening liquidity in the fi- 


lowing the US-dollar appreciation in ‘the orld 
market, the market weakened further. The Book 
Club Index lost 0.8 of a point to close at-127.25. 
Most of the counters closed unchanged. Volume 
amounted to some Baht 139.2 million (US$5.2 
million) or a daily average of US$1.3 million. 


SEOUL: Profit-taking across the board aoe 
down the composite index to 139.45, a drop of - 
6.06 of a point from the previous period. Apart 
from a brief spell of purchases in Daewoo Corp., 


linked to rumours of a successful oil find in In- LER 






donesia, resource-exploration stocks — re 
favourites — were also subject to the. market 


tailspin. Leading the retreat were electronics, «| m 
down 11.91 points, and chemicals, down 11.56. 


Rubber products were up the most, by 3. 25. 
points, followed by: paper- manufacturing, Bb 
RIS. 


MANILA; Philex Mining's B shares Hoa out, 


with sales of 75.62 million shares worth P7.18 
million (US$399,000), representing roughly a 


third of the total volume turnover of 212.97 mil- | 


lion shares and almost half of the total value of - 
P16.31 million. The bulk of the transactions took - 
place at a half-centavo markup. But with Atlas 
Consolidated losing five centavos and. Benguet 
Exploration yielding two centavos, the miming 
index dropped 20.04 points to a record low of - 


697.68, The commercial-industrial index was off. | 
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sountries. Each is divided into 3 sections — Politics/ 
Social. Affairs, Foreign Relations, Economy/Infrastruc- 
ure — ranging trom Afghanistan through China, to 
orea and Japan, down: through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia; Singapore and Malaysia. 


As in the past, zs Yearbook has an ! abundance of 
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and social and cultural landmarks. Each section has. 

also been supplied with a set of vital statistics compiled 
against a master seriei. provided by Yearbook 
experts. 














How We Did t E m | 
Published by the Far Eastern EODEM Gavia the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Reviews correspondents E 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This - 
leading team of writers, analysts, experts and research . 
staff contribute (as they have regularly for 26 years)to - 
keep the Asia Yearbook pertinent. To: give you Asia, - 
minus the mystery, minus the myth. To give you Asia as. "i 
only the Far Eastern Economic Heview can. 
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hen a conference has been partly 
organised by France's most 
feared restaurant critic, Henri Gault, 
co-publisher of the Gault et Millau 
eating-out guides and monthly food 
and travel magazine, then that con- 
ference deserves to be reviewed as 
critically as if it were a new bistro 
seeking consumers’ hard-earned dol- 
lars — which it is, as the final bill re- 
vealed. 

The world’s first gastronomic sum- 
mit meeting (hereinafter to be known 
as Figs) opened for business on 7 De- 
cember 1984 in the ornate reception 
rooms of the romantic old* wing of 
Bangkok's Oriental Hotel. The table 
setting was superbly arranged by the 
host hotel. Displays of fresh flowers, 
gleaming microphones and hand- 
scripted name cards decorated the 
top table, at which sat six of the 
world's premier gourmets, food writ- 
ers or culinary entrepreneurs. 

Gault sat in the middle, flanked by 
his right-hand man, ye Cey-Bert, 
one-time director of the 
Geneva-based Research In- 
stitute for Food Preferences. 
They represented the 
cuisines of France and Hun- 
gary. To Gault's left sat M. R. 
Thanadsri Svasti, the Thai 
singer, radio and TV star 
and renowned gastronome, 
graciously representing the 
chilli thrills of Thai 
food. 

Mercedes Giralt, owner of 
a Barcelona restaurant and 
"outstanding authority on 
the philosophy of the various 
"regional cooking styles of 
Spain," was also a jet-fresh 
Figs delegate (flown in gratis 
by Figs' airline co-sponsor, 
as were all delegates and the 
14 press invitees). The editor of Italy's 
Restaurant Guide could not make it, 
but he sent his speech. 

The head of the Chinese gas- 
tronomic delegation, Hongkong gas- 
tronome, food columnist and cook- 
book author Willie Mark, had been 
identified tactfully by the flag of col- 
onial Hongkong. Japan's representa- 
tive was the secretary-general of 
Osaka's Tsuji Culinary Institute, 
Hiroyuki Yamagata. In attendance, 
at side tables, sat further summiteers 
of gastronomic repute from Singa- 
pore, Hongkong and France (includ- 
ing leading nouvelle cuisine brand- 
name-merchandising trendsetter 
Paul Bocuse). 

The assembled all-star team of 
gourmets was Figs' bill of fare. What 
culinary goodies had they prepared, 
wondered the assembled interna- 
tional and Bangkok media folk, 
sharpening their knives, forks and 






pencils in anticipation of a feast of 
quotable titbits. Each Figs delegate 
recited a prepared speech, giving the 
hungry hacks a multi-lingual seven- 
course buffet of verbal concoctions 
which were digested with some diffi- 
culty due to the collapse of the simul- 
taneous translation system. Coffee 
breaks were akin to banquet sorbet 
courses — they enabled everyone 
concerned to analyse the ingredients 
of the speeches, and ask themselves: 
"Where's the beef?" 

In essence, the Figs delegates, self- 
proclaimed "representatives of seven 
great gastronomical powers," had 
gathered to consider Cey-Bert’s 
rhapsodic  cri-de-coeur. “Eating 
habits are being unsettled by the con- 
ditions of life in our modern civilisa- 
tion," the Hungarian emigré and Sor- 
bonne University graduate proclaim- 
ed. "The revolution of communica- 
tion" was threatening "the physiolo- 
gical and nutritive, psychological or 
emotional, and socio-cultural as- 


Gault at the Oriental: capsule warning. 





pects" of eating behaviours. Junk 
food, fast food, standardisation, com- 
petition from large-scale catering 
chains and other 20th-century phe- 
nomena were threatening the exis- 
tence of national gastronomies and 
high-quality restaurants. 


"A country's national cuisine is 
the most direct expression of 
the cultural values of its people," 
Cey-Bert philosophised. A world gas- 
tronomic council (WGC) was needed 
to preserve endangered national cui- 
sines, he asserted, even though the 
delegates from Hongkong, Japan and 
Thailand had all confirmed that their 
particular cuisines were surviving 
and evolving very nicely, thank you. 
Cey-Bert, now living in Bangkok, 
later advised that in Asia he was more 
worried about the cuisines of the 
Philippines and Indonesia. 

Attention turned to the French 


contingent. Gault 
is no stranger to 
controversy. fol- 
lowing his 24 suc- 





cessful defences 
against libel 
charges brought 
by irate res- 
taurateurs his 
guidebooks have 
pilloried. “The 


day of the synthetic dinner in capsule 
form may not be far off,” he an- 
nounced with a Cassandra-like in- 
tensity that raised the eyebrows of 
assembled Asian gourmets. 

Controversy erupted. One particu- 
larly sticky question stuck in the 
throats of Figs customers: would 
spaghetti threaten the culinary integ- 
rity of Asian noodles? Once the Euro- 
pean delegates had been advised — at 
great length — that Marco Polo had 
carried noodles home, permitting 
Italy to evolve spaghetti, which it was 
now re-exporting à l’Americain to 
Asia, Figs customers spent 
the evening discovering how 
Bocuse could create French- 
style haute cuisine out of 
Thai ingredients for 200 
paying guests attending a 
charity banquet. 

The following morning, 
unsettled in their stomachs 
as well as their minds, the 
conferees gathered to con- 
sider Cey-Bert's  pre-ar- 
ranged agenda for the WGC. 
The unhelpful, heckling 
media attendees were 
excluded from the closed 
session, which duly issued 
its call to set up such a coun- 
cil. Cey-Bert will be its 
salaried secretary-general 
(responsible for finding 
sponsors who will pay his salary); 
Gault will be inaugural president; 
Thanadsri and Mark its vice-presi- 
dents; Bocuse, its Western culinary 
adviser; Yamagata, its Eastern culi- 
nary adviser; the general manager of 
the Oriental agreed to be the council's 
“management adviser,” and every- 
one else (except the media contin- 
gent) joined the organisation. 

The newly founded, if not yet 
funded, WGC will encourage the for- 
mation of national gastronomic 
councils which will be expected to 
join the WGC and promote the con- 
cepts of culinary heritage preserva- 
tion. A “gastronomical fair” will be 
organised in Osaka in 1986, courtesy 
of the Tsuji Culinary Institute. That 
is if, meanwhile, this pie in the sky 
does not fall as flat as an amateur 
souffle. For the moment, Figs rates 
one star for audacity and a raspberry 
for its menu. — BARRY GIRLING 
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I cannot agree more with what Mary 
Lee has so analytically and frankly 
stated in her open letter to the Singa- 
pore prime minister [17 Jan.]. It is in- 
ternationally known that the local 
press here is too tame and subdued to 
be of value and interest to the public. 

Bearing in mind the 22 December 
general election results in Singapore, 
and the mood of the people here in a 
changed situation, I would agree with 
her that the time has now come for the 
ruling party to consider giving back 
the press its lost freedom, respect and 
dignity. 

Reading through the major Singa- 
pore newspapers one gets the impres- 
sion that the journalists and their 
editors have become too unconcerned 
in their work and in fulfilling their ob- 
ligations to their readers and the pub- 
lic in a worthy manner though they can 
be said to be more than well-paid. 
Singapore ‘A REALIST’ 


Mary Lee's open letter to Lee Kuan 
Yew lifted my spirits. It demonstrates 
the concern of the Singaporean for his 
dynamic nation. Her letter served to 
outline the problems of Singapore in a 
way that we foreigners can com- 
prehend. Thank her for her spirit, her 
eloquence and her ability — qualities 
that Prime Minister Lee also exhibits, 
and qualities that will ensure a good 
future for Singapore. 
Fagerstrand, Norway MICHAEL THORP 
I must take issue with your correspon- 
dent Mary Lee. As a true Singaporean 
who lives and works in Singapore, I 
would like to question her knowledge 
of what actually goes on here, noting 
that she has been making her con- 
tribution to other countries for a 
number of years. 

Singapore has made much progress 
in the past 25 years — beating a succes- 
sion of crises, transforming vast un- 
employment to labour shortage; pov- 
erty-stricken housing to luxury 
owner-occupied apartments; gang- 
controlled streets to a safe paradise; 
migrant illiterates to educated nation- 
als, and racial disunited individuals to 
a harmonious multiracial society. 

It is surprising to note Lee's reaction 
to Singapore's 1984 National Day 
celebrations. The prime minister's Na- 
tional Day speech was so beautiful that 
the text was quoted worldwide — in- 
cluding the major Hongkong news- 
papers. In the midst of its 1997 misery 
Hongkong was yearning for a Lee 
Kuan Yew to defend its fate, but, alas, 
there was none such in sight. The ty- 

coons and the better-qualified were 
busy packing and buying their passage 
.to a better haven. 


Who cares about the fate of 
the masses? Drive about Sin- 
gapore and you can hardly 
see attap houses anymore. 
Drive about Hongkong and 
there are more than 750,000 
people still crammed in 
attap-zine shacks without 
modern sanitation, water or 
electrical services. Private 
apartments in Hongkong, the 
cost of which runs into six 
and seven figures, cannot 
match Housing Development 
Board (public) flats. 

I am certainly not trying to run 
Hongkong down, I am simply trying to 
compare the differences. Singapore is 
an independent nation, its government 
is elected to power and its mandate is 
to lead the people into a better future. 
Hongkong is a colony with rulers ap- 
pointed by Britain, whose loyalty and 
interests lie in Britain. 

Your correspondent painted a 
sophisticated form of corruption in 
Singapore through “guanxi” (the old- 
boy network). Exactly what is she try- 
ing to suggest? That is not what we 
want from a responsible reporter. 
Looking at things positively and con- 
structively, guanxi is the link to pro- 
gress, to a better working relationship 
and better understanding. It is not bad. 

The Straits Times is not such a bor- 
ing paper and the Singapore Govern- 
ment is certainly not against factual 
reporting. What it is against is report- 
ing out of context or sensational jour- 





racial, religious or could in- 


ty. Our government certainly: 


role of the press and gives it 
its full blessing to report 
truthfully. As the standard 
of our reporters improves, 
the government's grip re- 
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nalism. Anything which is © 


cite ill feelings among the > 
people is not allowed: a Te- | 
sponsible government has to ~ 
look after all its people, not” 
just one particular race, reli- 3 
gion, or segment of the socie- - 


acknowledges the important - 


duces. It is for the reporters themselves ^ 


to show their maturity. 
Your  correspondent's statement 
that “I find it very encouraging that as 


many as 37% of the electorate who 


voted cast their lot for the next five 


&- 


years with opposition candidates" is — 


substandard reporting. In the 1976 
election, almost 30% voted against the 
ruling People's Action Party (PAP). In 
1980, some 24.5% voted against the 
PAP; this time around 37.1% voted for 


the opposition. In all elections there 


are bound to be anti-government 
votes — for example, from people who 


have lost out by this strict government, 


people who have been affected by re- 
settlement and so on. 
This election’s 12.6% swing is 


caused by many who are said to be un- 
happy with the introduction of many 
controversial issues. In fact, many is- 
sues had been read out of context and 
distorted, though more explanation 








will be reporting to him. 


and be 


years, 
A generous compensation 
perience and proven ability. 


tiality is assured. 
Praxis Dr. A. Gaugler 
Nachfolgerin Ursula Hodel! 


Alfred-Escher-Strasse 26, 8002 Zürich 
Phone calls from Monday to Friday 11 a.m.-1 p.m. 


For a well-known European trading and manufacturing organization in the 


PHILIPPINES 
we are looking for a 


DEPUTY GENERAL MANAGER 


The successful candidate s main task will be to maintain and strengthen the current operations in the manu- 
facturing and marketing of food and non-food consumer and industrial goods, the marketing of machinery 
and equipment as well as to seek out new opportunities. A motivated and experienced team of specialists 


The candidate should have a proven record of success, be around 40-48 years of age, have a solid 
background in management, preferably in marketing and some experience in finance, ideally with several 
years’ experience at a senior executive level in an Asian market. He must be able to work independently 
prepared to participate actively in the daily operational work, i.e. a “hands-on” Manager. If success- 
ful, the candidate will be given the opportunity to take over the position of General Manager within à few 


package with the usual expatriate benefits will be negotiated on the basis of ex- 


Applicants are invited to submit written offers, giving details of experience and qualifications, with cur- 
riculum vitae, handwriting specimen and a recent photograph to the address shown below. Full confiden- 
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~ from the governmen | would have pre- 
vented this swing. Our leaders ac- 
knowledge this and will provide a 
more acceptable approach, utilising 
the correct communications system in 
the future. Do not read the result as a 
desire to kick the PAP out. Many who 
voted against wanted to register their 
displeasure, not to change the govern- 
ment — in any case, 63% still voted for 
the government. 

The prime minister has earned inter- 
national respect: even his political 
enemies acknowledge his righteous- 
ness and commitment to the people of 
Singapore. Many foreign nationals | 
have spoken to envy us for having 
Lee — and would like to “borrow” him 
to put things right in their countries. 
Therefore, it is absolute nonsense to 
say the people of Singapore are losing 
respect for him. 

Very often we are drawn into 
criticising the government for this or 
that — expecting perfection. We tend 
to forget that running a country is no 
mean business. So few shortcomings, 
over 25 years, is a fantastic record by 
anyone's definition. We must react as 
responsible citizens — criticise by all 
means but make the criticism con- 
structive and contribute positively to- 
wards the growth of the nation. 

Mary Lee and her friends (whom I 
take to be Singaporeans) will gather 
more credit if they offer themselves as 
alternatives to the PAP. Let them 
champion the plight of Singaporeans 
at home and make their professional 
contribution to Singapore. The fact 
that she is a Singaporean who hears 
from a few friends does not give her 
any mandate. 


Singapore CHIA SHI TECK 


Dissolution solution? 


Your analysis [10 Jan.] of Prime Minis- 
ter Lee Kuan Yew's extraordinary 
comments on the Singapore election 
results said it all, and was summed up 
most neatly with the quotation from 


THE SURFERS 
PARADISE 
INTERNATIONAL 
HOTEL 








ne Jakarta Posi F 
[- 


Tus | whi oc C es 
think he is? Zia ‘ul-Haq? Pinochet? 


Given the prime minister's intellec- | 
tual acuity, of course, it is quite un- | 


reasonable to compare him with those 
two; a better measure of theman would 
be a comparison with some of the com- 
munists he claims to loathe: like East 
Germany's Erich Honeckeror Hungary's 
Janos Kadar, he runs a relatively well- 
off country with a party so capillary 
that it can interfere daily in the lives of 
millions; so powerful it has no notice- 
able opposition, and so frozen in 
philosophy, sociology and economics 
that it cannot properly articulate (let 
alone provide) the way of life its sub- 





jects would make for themselves if left | 


alone. Soullesstower blocks and parades 
of flower-waving children express only 
astate's power, not its happiness. 

Lee should reflect on the violent his- 
tory of Hungarian and East German 
alienation from government, and be 
glad he has not anyone like the Soviets 
around to make things worse or to pre- 
vent him taking corrective action. If he 
still insists on inverting the relation- 
ship between politicians and their peo- 
ple, let him follow the advice Bertholt 
Brecht gave the East German regime 
after the 1953 riots: "If the government 
has no confidence in the people, why 
not dissolve the nation and elect 
another one?" 
Sydney 


Seeking truths 


With reference to Home truths from 
abroad [17 Jan.], the Carrian inspec- 
tors are required under Section 19 of 
Hongkong's Securities Ordinance to 
preserve and to aid in preserving se- 
crecy with regard to all matters coming 
to their knowledge in the performance 
of their duties. Accordingly, they have 
not supplied any information or other 
material to the committee of inquiry 
headed by Malaysian Auditor-General 
Tan Sri Ahmad Noordin Zakaria. 
However, we understand that the 


G. T. W. AGNEW 








This International 
Hotel forms part of the 
magnificent Paradise 
Centre — A residential, 
retail, commercial and 
entertainment complex. 










E EE nS d K, 


T£ anera m er 
Buriputta Finance Ibrahim 
Jaafar's ranscript of evidence. Jaafar 
was entitled to a copy of such a trans- 
cript pursuant to Section 128(2) of the 
ordinance. A. ZIMMERN 

Chairman 
Securities Commission 


Tr e 







Hongkong 


Plessey and Plessey 


Recent statements in the press have re- 
ferred to a company incorporated in 
Hongkong under the name of Plessey 
Investments as being involved in the 
affairs of the now-defunct Carrian 
group and its chairman, George Tan. 
We wish to make it clear to all con- 
cerned that The Plessey Company plc 
and its subsidiary companies do not 
have — and have never had — any in- 
terest in, or association with, Plessey 
Investments. K. B. HUNTBATCH 


Secretary 


Ilford, Essex The Plessey Company ple 


Ethnic issues 


I must take issue with O. Tara Singh 
[LETTERS, 25 Oct. '84]: more than 10% 
of Sri Lanka's Tamils are Christians 
and the Muslims are also Tamil speak- 
ing. S. J. V. Chelvanayagam, who is de- 
scribed as the father of Sri Lankan 
Tamils, was himself a Christian; the re- 
ference to Tamil Hindus is irrelevant. 
Moreover, the problem of the Sikhs, 
in no way, can be compared to the 
tragic situation of Sri Lanka's minor- 
ity Tamils. The Sikhs, constituting 
only 2% of the Indian population, com- 
prise 10% of India's armed forces. A 
Sikh can even become president. This 
is in sharp contrast to the discrimina- 
tion and oppression of Tamils by both 
the majority Sinhalese and the state. 
These violations are among the worst 
in the world, as studies by independent 
human-rights organisations have re- 
vealed. 
London 


A. CHARLES 
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infrastructure. 


TENDER CLOSING 
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The Development is 
situated on the beach in the 
heart of Australia’s Major 
Tourist Centre, offering a 
406 room Resort/ 
Convention International 
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In barely three years, Japan has emerged as a 


a Page 46 
e or o Ainerican Supremacy in the 


Manila takes a second look at 
vital agricultural sector, seeir 
aS a major tool in economic 
covery. 






























, r crunchers which at present are limited to 

highly ppockilaed applications. One of the most 
important consequences of Japan's supercom- 
puter advances is likely to be a rapidly broaden- 
ing market for these machines. For Japan, unlike 
the United States — which stresses their defence - 
role — is coming on to the world supercomputer 

stage with commercial users very much in mind. 
c Technology correspondent Gene Gregory 
analyses the situation from Tokyo, while | Vashington, Robert Man- — 
“ning reports on the US response. Pages 52-58. vt 


|. Cover illustration by Hon Sang. 
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. Ver charged i in 
E Aquino murder 


Gen. Fabian Ver, the Philip- 
pine armed forces chief of 
staff, was formally charged on 
23 January with being an ac- 
cessory to the assassination of 
Benigno Aquino and the mur- 
der of Rolando Galman — the 
man the armed forces claimed 
was the assassin. 

Seven other military men, 
including Maj.-Gen. Prospero 
Olivas, the Metro-Manila mili- 
tary commander, were also 
named as accessories. Seven- 
teen others, including Avia- 
tion Security Command chief 
Brig.-Gen. Luther Custodio 
and Col Vicente Tigas of the 
Presidential Security Com- 
mand, along with air force Col 
Arturo Custodio, were charged 
as principals. The other 14 ac- 
cused principals were the 
military personnel closest to 
. Aquino at the time of his kill- 
ing. 
l One civilian who allegedly 

helped take Galman to Manila 
airport's tarmac on 21 August 
1983 — the day of the assassi- 








nation — was charged as an 
accomplice. The principals in 
the case will not be granted 


bail but the alleged ac- 
complice will be granted bail 
of P20,000 (US$1,100) while 
Ver and the other alleged 
acccessories will have to post 
P 15,000 bonds. 

The charges were filed by 
the ombudsman in the special 
court set up five years ago 
primarily to try cases of graft 
and corruption. The princi- 
pals face a maximum penalty 
of death, the accomplice life 
imprisonment and the acces- 
sories 20 years’ imprisonment. 
One of the three justices of the 
court said it would be at leasta 
few weeks before pre-trial 
proceedings can begin. 

— GUY SACERDOTI 





New pa | 
-for Hongkong 

The British Government pro- 
poses to give holders of Hong- 
kong British Dependent Terri- 
tory Citizen passports a new 
designation — British Na- 
tional (Overseas) — and a new 
passport when China resumes 
sovereignty over the territory 
in 1997. The status does not 
grant them the right to reside 
in Britain. 

This was disclosed by 
Foreign Secretary Sir Geof- 
frey Howe in the House of 
Commons on 21 January at the 
second reading of the Hong- 
kong Bill. The word “Hong- 
kong” was not included to 
avoid implication of a con- 
tinuing constitutional  re- 
lationship between Britain 
and Hongkong after 1997. 

China has been consulted 
and did not object to the title. 
The new status is not trans- 
missible by descent. 

— A CORRESPONDENT 


Sri Lanka train blast 

kills 38, cuts off north 

All train services to the predo- 
minantly Tamil northern Sri 
Lanka Jaffna peninsula have 
been suspended in the wake of 
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the bombing of a troop train on’ 


20 January near Kilinochchi, 
some 40 km south of Elephant 
Pass, the entry point to the 
northern peninsula. Remote- 
controlled land mines blasted 
the railway track, killing 38 
passengers — 27 Sinhalese 
soldiers and 11 Tamil civilians 
— and injuring some 50 more. 

— MERVYN de SILVA 


riord 
reported dead 


For the third time in less than 
two years, the word has spread 
across the hills of the Golden 
Triangle that its uncrowned 
opium king, Chang Shee-fu, 
alias Khun Sa, of the drug- 


running Shan United Army, is | 


dead. 

Previously, he has been re- 
ported shot by rival gangs in 
the area’s lucrative opium 
business. But this time a re- 
port from the Border Patrol 
Police in northern Thailand, 
quoting hill-tribesmen and 
border traders, said he had 
died of diabetes. 

However, his death is yet to 
be confirmed and local 
sources in Chiang Mai re- 
mained sceptical — as did 
Western drug-enforcement of- 
ficials. — A CORRESPONDENT 





Manila coconut 
monopoly to dissolve 

The Philippine coconut mono- 
poly, United Coconut Oil Mills 


Inc. (Unicom), will soon be 
dissolved, its president 
Eduardo Cojuangco has an- 
nounced. This follows Presi- 
dent Ferdinand Marcos' de- 
cree signed on 11 January 





granting all coconut oil-mill- 
ers the right to export their 
products. 

Unicom was given a mono- 
poly on exports of coconut 
products in 1979 to give the 
country leverage with foreign 
buyers and bring order to the 
milling sector. The deregula- 
tion of the coconut industry is 
in line with conditions im- 
posed by the International 
Monetary Fund. — JOSE GALANG 


South Korea reverses 

car industry curbs 

South Korea’s motor-vehicle 
industry will be liberalised in 
1987, allowing Hyundai and 
Daewoo, the country’s only 
car-makers, to produce small 
trucks and minivans, accord- 
ing to an announcement by 
Minister of Trade and Indus- 
try Kum Jin Ho. 

At the same time, van and 
truckmaker Kia Industrial 
(banned from making cars in 
1981 as part of a move to re- 
duce overcapacity among the 
three firms) will be allowed to 
produce cars. No new entrants 
are to be be allowed into cars 
— effectively delivering the 
final blow to a proposed joint 
venture between the Samsung 
group and Chrysler Corp. of 
the United States. —PAULENSOR 


indonesia acts to 


| ease money market 


Bank Indonesia (the central 
bank) has announced plans to 
allow banks to endorse and 
trade money-market securi- 
ties, in part, to avoid the 
liquidity crises which have 
plagued the sector (REVIEW, 4 
Oct. '84). Banks soon will be 


able to endorse and rediscount 
30-90 day promissory notes or 
trade bills issued by bank cus- 
tomers as well as promissory 
notes which banks issue with 
investors, appointed securi- 
ties houses or even directly 
with Bank Indonesia. 

Besides boosting a thin 
money market, this will allow 
Bank Indonesia to inject 
liquidity when needed. It will 
also give banks more flexibil- 
ity in the management of their 
funds — which they are likely 
to appreciate in March and 
September, when about Rps 
390 billion (US$360.77 mil- 
lion) drawn by them under the 
central bank's special credit 
facility falls due. — MANGGI HABIR 


US firm quits Manila 
in labour dispute 


The American-owned R. Da- 
kin (Philippines) Inc. has 
left Manila — becoming the 
third American-owned firm to 
leave the Philippines because 
of labour troubles. The first 
was Signetics Philippines Inc, 
two years ago; the second was 
Baxter Travenol Philippines 
Inc. In Baxter's case, the strike 
dragged on for more than five 
months in 1984. — LEO GONZAGA 


China oifield venture 


Nippon Kokan and Tianjin 
Shipbuilding are to set up à 
joint venture in April to make 
and sell pumps, cranes and 
tower structures for use in oil 
and natural-gas extraction in 
the South China and Yellow 
seas. Tianjin will put up 
60% of the Rmb 500,000 
(US$178,571) capital, Nippon 
Kokan 28% and Japanese 
trader Marubeni Corp. 12%. 
The venture is said to repre- 
sent the first capital invest- 
ment in China by a top Japan- 
ese steelmaker. — BRUCE ROSCOE 


Nepal-Bhutan direct 
trade links set up 

Nepal and Bhutan have con- 
cluded their first official in- 
itiative since they established 
ambassadorial-level diploma- 
tic relations six months ago: a 
memorandum of agreement on 
trade. While the first item is 
small (the import by Nepal of 
1,000 tonnes of Bhutanese ce- 
ment), both countries are ex- 
pected to save in the long term 
because their trade will no 
longer have to pass through 
Indian markets. Both nations 
recently concluded  agree- 
ments with India which will 
allow for direct transport of 
goods. — KEDAR MAN SINGH 
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Where ideas take off. This Flight Simulation Center, located at Northrop’s Aircraft 
Group, ts one of the most advanced engineering research and development laboratories 
of its kind. Simulation is vital to providing defense systems that have quality and 
reliability designed in. Before they take flight. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA USA 90067-2199 
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backed by 


hard-earned experience Y. 


he massive development o 

Australias mineral resource: 
didnt come easily. Sites wer 
discovered and mines establishet 
under some of the harshest, tough 
est conditions anywhere in thi 
world. In these situations, Austral 
ian manufacturers of mining equip 
ment gained invaluable experienc: 
and know-how. They helped Aust 
ralia become one of the world': 
leading producers of a wide rangi 
of minerals. Take advantage of thei 
expertise. The following equipmen 
is typical of what they can supply 
Drilling equipment, bits and rods 
Conveyors. Screening equipment 
Crushers. Feeders. Pumps. Pipint 
systems. Carbon reactivation kilns 
Industrial fluid mixers. Gravity 
separation equipment. Mechanica 
sampling systems. Mining loco 
motives. Mine vehicle servicint 
equipment. Water jet cleaning mach 
ines. Safety equipment. 
Experienced consultants are alst 
available for all work ranging fron 
exploration to production. 


Ask the expert who knows Australia 


For details of suppliers phone or 
telex the Australian Trade 
Commissioner at: 


Bangkok, 286 0411, telex 82621 

Beijing, 52 2331, telex 22263 

Hong Kong, (5) 731881, telex 73685 
Jakarta, 33 0824, telex 46 214 

Kuala Lumpur, 42 3122, telex MA 30260 
Manila, 87 4961, telex PN 63542 

New Delhi, 60 1336, telex 31 61156 
Osaka, (06) 271 7071, telex 522 5334 
Seoul, 7206491-5, telex K 23663 
Shanghai, 56 3050, telex 3312 AUSCG CN 
Singapore, 737 9311, telex RS 21 238 
Tokyo, 582 7231-9, telex 242 2885 


Ask the Australiat 
7 Trade aera ees 
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of retired civil servants to 
obtain clearance for his 
| ointment. 


OF THE SCREW 


are signs that Malaysia’s 
s coming under inereasing | 
overnment pressure. On 8 | 
January, the daily English- | 
language tabloid Star received a. 
note from Deputy Home Affairs | 
Minister Radzi Anmad citing the | 
| 























| and HOHZRORE. represen ative 
| London, SirJack Cater, now 
-. “home” in Hongkong on 
retirement, has scotched - 
speculation that he might take on 
political role as the territory 
‘begins to build a more -~ 
epresentative government —he 
as accepted a senior post ina 
Chinese-controlled company. 
ter will become the first Cepu 
anager of the China- = > 
rporated Guangdong NE 
uclear Power Joint Venture Co.. 
which will control the 1.8 gW ` 
nuclear-power generator to be - 
built at Daya Bay, 50 km PE 
northeast of central Hongkong. . 
bL (REVIEW,24 Jan). China's | 
i Guangdong Nuclear Investment 
1 Co. will own 75% of the joint- 
|]: venture firm and will appoint its 
; chief executive and second. 
deputy manager. The other 25% 
jo will be owned by a subsidiary of 
|.. Hongkong's privately owned 
utility, China Light & Power. Itis 
understood Cater benefited from - 
recent relaxations in the rules 
governing local re-employment 
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newspaper's coverage of various 
political controversies, including 





REVIEW, 30 Aug. *B4), the Papan 
; dioactive-dump i issue (REVIEW, 
2 Aug. '84) and the Bumiputra 
‘Malaysia Finance Hongkong 

oans scandal. Radzi warned that 
| the newspaper’ s publication. 
| permit might be withdrawn or > 

f suspended if the Star continues 













or carry “racial undertones.” 
| Meanwhile, expectations are 
| growing of major staff changes at 

the Fleet Group, a United Malays 
| National Organisation—linked 
holding company that owns the 
New Straits Times, Malaysia' S 
di English-language daily 
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J THE WEEK 


iF HANISTAN i} reopening its ; plant in shopal, Madhya 
' Guerillas attacked the main Soviet air | : $ i : 
ase of Bagram and destroyed 10 helicop- |. 
| fers, diplomats i in Islamabad said (22 Jan). | I 


: "AUSTRALIA 
-. Japanese Prime Minister Yasuhiro 
- Nakasone held talks with his Australian | 

counterpart, Bob Hawke (16 Janm.). 


| ^ President H. M. Ershad soins 
| “seven-member cabinet of military officers +. 


(16 Jan.). | 
INDONESIA - 
CAMBODIA Several bombs exploded ud 
Two Cambodian eee died and five 
were wounded as the resistance fighters 
made a fresh bid to regain the Nong Samet 
camp, a resistance source said (20 Jan. E 


CHINA 

Thirty-eight people were killed when a 
Chinese airliner crashed at Jinan airport 
in Shandong Province (18 Jan.). 


HONGKONG .. 

The Daya. Bay ‘nuclear plant was set 
in motion with the signing of the joint- 
venture contract between China and the. 

| China Light and Power Co. of Hongkong | — 
| (18 Jan.). LEE : 


to : INDIA 
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Delhi, senior governm 
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Bank paneda Mala; 
order freezing the assets 
rector, Lorraine Osman, 
said (17 Jan.). The High 
assets of WE former di 
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newspaper, which consistently 
takes a pro-government line. . 
Recent staff changes there poi 
to a tightening of editorial 
control. 


CHINESE TOURS 
Chinese diplomats are ——— 
resolutely pushing forwar 


designed to demonstra 
nation’ 3 détermination : 


Youde has been invited to visit 
expected to pave t the: W 


talks are proceeding in Londo 
on a visit by Chinese Premier 
Zhao Ziyang to London 
beginning on 3 June and for the 
visit by Britain's Queen Elizab 


year. Also, Macau Governor 
Vasco de Almeida e Cost 


President Antonio Eanes visit 


iste Zulfikar He 
Em to contest Me 


tion of opposition Ms 
boycott. the Roce sai 




























meeting (22 Jan.). 





SRI LANKA 

A Roman Catholic pri iest said to have $ 
been killed by soldiers 10 davs ago was in 
India with Tamil separatists, the nati 
security minister said (16.Jan.). At lea 


when Tamil guerillas blew up a Colomt 
bound train (20 Jan.). The de: 
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Indications are that Vietnam wants to improve relations with the US 





By Nayan Chanda in New York 
uoyed by its military success in 
E Cambodia and pressed by its 
economic needs, Vietnam is 
planning a significant foreign-policy 
initiative aimed at opening towards | 
the West. Hanoi hopes that its 
“strategic foreign-policy decision” 
will lead towards a settlement of the 
Cambodia problem and open the door 
to Western trade, investment and aid. 

A Vietnamese politburo decision on 
a flexible policy, which has been under 
study for several months, was en- 
dorsed by the seventh central commit- 
tee plenum held in Hanoi in mid-De- 
cember, according to sources. 

A key element of the new approach 
will be to press for normalisation of re- 
lations with the United States by offer- 
ing greater cooperation on bilateral is- 


Rouge, and so to influence Asean. 
Paul Wolfowitz, assistant secretary 


of state for East Asian affairs, said in | 


Bangkok recently that a political solu- 
tion on Cambodia could not include 
the Khmer Rouge. Unlike Asean, 
which hopes to see the elimination of 
the Khmer Rouge leaders through elec- 
tions, the US finds it morally repug- 
nant to participate in any settlement 
involving Pol Pot, the Khmer Rouge 
leader. 

In an interview with the REVIEW, 
Hoang Bich Son, Vietnam's permanent 
representative to the United Nations, 
said: "If the United States sincerely 
wishes to establish peace and stability 
[in Southeast Asia] it will find the Viet- 


| namese forthcoming." Asked in what 
| areas they could be expected to be 


sues and urging the US to play a more | 


active role in the region. But it is recog- 
nised in the US that a real reconcilia- 
tion can only come about with a Cam- 
bodia settlement and a return to better 
relations between Hanoi and China. 

So far, it would appear, Hanoi has 
failed to communicate its new willing- 
ness to be flexible to Washington, 
which has been preoccupied with the 
presidential inauguration ceremonies. 
However, it is known that the Viet- 
namese are attempting to present their 
new stance to senior officials in Wash- 
ington, to the White House and along 
diplomatic lines. Within the next two 
weeks, a large contingent of the US 
press (including major newspapers 
and TV networks) is expected to re- 
spond to invitations received from 
Hanoi. 

So far, the only hint of the new in- 
itiative to reach Washington is a gar- 
bled monitoring report on the com- 
munique issued after this month's 
meeting of Indochinese foreign minis- 
ters surprisingly calling for normalisa- 
tion of relation with the US and for the 
US to play a "responsible role" in 
Southeast Asia. The communique also 
contained a conciliatory gesture to- 
wards China, saying that a solution to 
the present situation requires goodwill 
on both sides. 

Administration officials have re- 
sponded blandly to Hanoi's call for a 
US role in the region, commenting to 
the REVIEW: "They want us to be up 
front pressing Asean to accept their 
formula on Cambodia — and that's 
not on." Hanoi, however, is evidently 
still hopeful of exploiting Washing- 
ton's known distaste for the Khmer 
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forthcoming, with a sweep of his hand 


TU cmm: hint 


Sources claim that Vietnam now 
may be ready to do that by an acceler- 
ated resolution of the problem. While a 
more forthcoming Vietnamese attitude 
would be welcomed by the US and 
would improve the atmosphere, Viet- 
nam also seems to calculate that it 
could obtain helicopters, transporta- 
tion and earth-moving gear and funds 
at the same time. 

Whether the new Vietnamese initia- 
tive is a real departure or yet another 
trial balloon may well be tested in the 
coming weeks when the next round of 
technical talks takes place in Hanoi. 
But on the question of release of pri- 
soners there is already an apparent 
change of tune. Previously the Viet- 
namese — most recently in late De- 
cember — asserted that camp inmates 
would not be allowed to go to the US 





Son; Vietnamese troops leaving Cambodia: EE 


he said: "We can cooperate with the 
United States in many fields.” 

Other Vietnamese sources hinted 
that issues on which Hanoi could show 
flexibility in the near future would be 
the search for US servicemen missing 
in action (MIAs) and release of prison- 
ers from so-called re-education camps. 
One Vietnamese source said that as a 
part of its new overture to the US, Viet- 
nam might agreeto the US proposal for 
on-site searches for MIAs. 

US officials had earlier told the 
REVIEW that during his visit to Hanoi in 
February last year, Richard Armitage, 
the assistant secretary of defence for 
international security, had offered to 
provide Vietnam with necessary 
equipment and resources to conduct 
joint searches of aircraft-crash sites in 


Vietnam. Armitage reportedly told the 


Vietnamese that while normalisation 
of relations would have to wait until 
the Vietnamese withdraw from Cam- 
bodia, by cooperating with the US on 
the humanitarian issue of MIAs, Hanoi 
could "position itself for the future." 


without guarantee that they would not 
be used for subversion. 

But the Vietnamese envoy implied in 
what he told the REVIEW that such pre- 
conditions were bargaining ploys be- 
fore going to the negotiating table. 
Vietnam, he said, "is ready to sit down 
with the US and discuss the specifics. 
In pursuance of our humanitarian po- 
licy we are ready to allow these people 
in re-education camps to come to the 
United States. At the same time we 
have to care about our security and 


sovereignty." 
O ly suggested that Hanoi's appar- 
ently tough posture on security 
was theresult of a compromise that had 
tobereached bytheHanoileadership in 
order to get approval for a policy of 
greater opening to the West. If that 
explanation is accurate, the recent 
trial of "plotters" and the spate of 
stories in the Vietnamese media relat- 
ing to the "success" of Vietnamese 
security could be seen às concessions to 


ther Vietnamese sources private- 
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the conservatives in return for their 
endorsement of a more accommodaí- 
ing posture towards the US. 

Son, in the interview, stressed that 
there was no connection between the 
recent trial and any perceived harden- 
ing of position towards the US. He 
pointed out that the Vietnamese media 
had only mentioned a connection be- 
tween US officials and some of the 
plotters but “if you read the verdict 
you will see there has been no condem- 
nation of the United States.” 

He said some refugee groups in the 
US had trained “subversives” to go 
back to fight in Vietnam but, in a sur- 
prisingly conciliatory vein, he added: 
“Of course, there are things that the 
White House is not aware of.” 

In a sharp contrast with previous 
Vietnamese criticism of Sino-Ameri- 
can “collusion,” Son almost bent over 
backwards to avoid such an accusa- 
tion. Asked to comment on the signifi- 
cance of Chinese attacks on the Viet- 
namese border which began on 15 
January, while Gen. John Vessey, 
chairman of the US Joint Chiefs of 
Staff, was visiting China, he said: "It is 
not clear whether there is an agree- 


` A i 
pov in Peking; Vessey meets the Chinese 





ment between the US and China [on 
attacking Vietnam] or whether the 
Chinese would like to create an im- 
pression that there is such an agree- 
ment. In April last year [while Reagan 
was visiting China] they did the same 
thing. It could be that the Chinese sim- 
ply are trying to create suspicion about 
the American role." 

Some diplomatic observers believe 
that while Vietnam is pleased at the 
low US profile on the Cambodia ques- 
tion, it is nevertheless very concerned 
at the growing Sino-American mili- 
tary ties. This anxiety, in fact, may be 
an important factor pushing Vietnam 
to seek conciliation. "The United 
States," Son told the REVIEW, "should 
not leave the issue of war and peace in 
Southeast Asia to the Chinese. " 

In the new international context, 
Hanoi would prefer to see a greater US 
role in the region if that could limit 
Chinese influence and, of course, ac- 
knowledge Hanoi's pre-eminent posi- 
tion in Indochina. The communique 
issued by the 10th conference of In- 





s 





— OTTA 
| ministers. on 18 
January calléd for4ooking tó future 
normalisation of relations with the US. 
“The United States should assume a 
responsible role in contributing to 


dochinese’ foreign. 


long-term peace and stability in 
Southeast Asia,” it said. 

During a meeting with Richard Chil- 
dress, of the National Security Coun- 
cil, whose special brief includes the 
MIA issue, on 16 October in New York, 
Vietnamese Foreign Minister Nguyen 
Co Thach stressed the common ground 
on Cambodiz. Both the Vietnamese 
and the Americans, he told Childress, 
wanted Vietnamese withdrawal from 
Cambodia and elimination of the Pol 
Pot group. The difference remained 
how to achieve these objectives. 


raising a Soviet bogy to get accep- 
tance of their presence in Cam- 
bodia. The US should know, Son noted, 
“if the Vietnamese suddenly withdrew 
from Cambodia, another power could fill 
the vacuum, Heng Samrin would turn to 
another country.” 
The Vietnamese reference to a re- 
sponsible US role obviously is made 


T: Vietnamese also seem to be 


with the hope of obtaining Washing- 
ton's approval for the Vietnamese plan 
for Cambodia. The communique said 


that the solution to the Cambodia | 
problem would involve “withdrawalof | 


Vietnamese forces from Kampuchea 
paired with the exclusion of the geno- 
cidal Pol Pot clique . . . holding . . . of 
free general elections with the pre- 
sence of foreign observers . . . [and] es- 
tablishment of an international form 
of guarantee and supervision for the 
implementation of the agreements.” 

It certainly is not a coincidence that 
the Vietnamese feeler to Washington 
and the apparent flexibility of their 
Cambodia proposal — "their line has 
changed, but the bottom line is the 
same," as one US official put it — 
have come in the wake of their biggest 
dry-season offensive in Cambodia, 
which has virtually wiped out the 
bases of the Khmer People's National 
Liberation Front. 

Having demonstrated the inefficacy 
of the non-communist opposition, 
Hanoi now wants to show the choice in 


l 


Cambodia as between the Khmer 


| Rouge or a government of "national 











unity" around the core of the Heng 
Samrin regime. 

At the same time, Vietnam's grave 
economic difficulties, social discon- 
tent and the increasing unwillingness 
of the Soviet Union to commit more re- 
sources seem to be factors behind 
Hanoi's new diplomatic stand. Viet- 
namese sources, in fact, suggest that 
the strategic foreign-policy decision 
taken in December is a follow-up to 
Hanoi's economic reforms. 

Specifically, Vietnam would like to 
see the lifting of the US trade embargo 
so that US oil companies could be in- 
vited back to undertake offshore ex- 
ploration where the ill-equipped and 
inexperienced Soviet technicians have 
had little success. Although Hanoi 
publicly criticises China for "aban- 
doning" Marxism, the success of 
China’s liberal reforms and its acquisi- 
tion of foreign investment and technol- 
ogy clearly have made Vietnam even 
more aware of need for wider contact. 

The increasing Soviet reluctance to 
give more aid — made clear during the 
Comecon summit in Moscow last sum- 
mer — and clear signs of improvement 
in Sino-Soviet trade seem also to have 
pushed the Vietnamese to seek other 
openings. 

Interestingly, the latest Indochinese 
communique praises the US-Soviet 
arms limitation talks but is conspicu- 
ously silent on the visit of Soviet First 
Deputy Premier Ivan Arkhipov to Pe- 
king. In the past, Indochinese foreign 
ministers' communiques had praised 
Soviet initiatives in normalising rela- 
tions with China. Asked about this 
omission, Son laughed. “If we mention 
Arkhipov then we would also have to 
mention Gen. Vessey's trip to China," 
he said. 

While the Vietnamese sources spoke 
enthusiastically of the new foreign-po- 
licy initiatives, so far they remain only 
words. The litmus test of Vietnam's de- 
sire to open a new chapter will be their 
stand on Cambodia. The outlines of à 
solution for Cambodia as presented in 
the communique, however, offer only 
cosmetic changes on their basic goal of 
eliminating the Khmer Rouge and 
Chinese influence from Cambodia 

An arrangement like this would 
mean such a dramatic shift in the re- 
gional power balance that Asean coun- 
tries, especially Thailand, would be 
unlikely to accept it, as would the US. 
Even if the atmosphere between Wash- 
ington and Hanoi improves, a real re- 
conciliation would have to wait until 
Vietnam returns to a civil relationship 
with China. And that can happen only 
when Hanoi and Peking both demon- 
strate the goodwill Hanoi has called 
for and so find a mutually acceptable 
solution to the Cambodia problem. p 
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st ty o of serious 
"unofficial ties with 


'aiwan's "Ministry of National De- 
ce said on 15 January that an offi- 


een arrested and that the agency's di- 
tor, Vice-Adm. Wang Hsi-ling, had 
suspended. Persistent reports, 
ot yet officially confirmed, have said 
and another high-ranking 
bureau official were also under arrest. 
















































: obert Manning in wisi ar 
e. disclosure that high-level Tai- 
van military-intelligence officials 
involved in. the murder of 
se-American writer Henry Liu 





hington-Taipei ties and threaten- 
e cut-off of US$780 million in 
s sales to Taipei. | 
“esident Chiang Chacao s un- 
il move of dismissing or arresting 
inking members of the govern- 
including Defence Intelligence 
ncy chief Vice-Adm. Wang Hsi-ling 
ises even more questions about 








'urity agents Were suspected of mur- 
lering Chen Wen-cheng, a Taiwan citi- 
zen working in the United States as a 
professor at Carnegie-Mellon Univer- 
sity, the government. denied any in- 
volvement in Chen's death and never 
lade arrests in.connection with the 
tead, the government claimed 
t Chen, who was found dead after 13 
ours ¢ f interrogation by security agents 
1 Taipei; had committed suicide. 
<. The disclosure that Wang was in- 
volved in the Liu murder, which was 
allegedly carried out by the Bamboo 
Union Gang — whose leader Chen Chi- 








from its intelligence bureau had - 


clouded the future of unofficial 


ipei i's motives. In 1981, when Taipei 


li is believed to be a friend of Chiang's — 
, Hsiao-wu — came shortly after © 


art ricer mm mere ip Rm t E E E Gh RtannnntnnAnailinniasmiinnisiisininititt 


"s invo vement i in Henry Liu’s murder 
ers unofficial ties with Washington 


- tedly made by Chen, were published in | 





A ministry spokesman said Co 
Hu-men, a bureau department dep 


director, was arrested after an impri- l 
soned Taiwan gang leader, previously 


named by US police as the chief sus- 
pect in the Liu case, said he had dis- 


cussed the murder in advance with | 
Chen and other intelligence officials. | 

Chen Chi-li, the reputed leader of 
| the Bamboo Union Gang, Taiwan's 


most powerful . underworld society, 
was arrested in mid-November by 
Taiwan police as part of a crackdown 
on gangs, not long after his return from 
the US. 


Liu was the author of a critical biog- | 
raphy of Taiwan President Chiang 


Ching-kuo and other works on KMT 
history (REVIEW, 22 Nov. '84). 

The disclosure of Taipei's involve- 
ment in the murder on US soil of a 
KMT critic is a major setback for the 
government's efforts to present a mod- 


excerpts from a cassette tape, purpor- 


the Hongkong communist newspaper, 


Wen Wei Po. On the tape, Chen al- 


legedly confessed to masterminding 
the murder, but said that he and his 
group had been used by Taiwan's rul- 
ing Kuomintang (KMT). A US official 
confirmed the existence of the tape and 
hinted that it was in the possession of 
both US and Taiwan authorities. . 
Asked if the action against Wang 
and other government officials was de- 
signed to contain the damage already 
done to Taipei, a US State Department 
official said "that appears to be their 
intent." 
prominent Chinese intellectuals in the 
US and Jerome Garchik, a lawyer for 
the Committee to Obtain Justice for 
Henry Liu, all said they thought 
Chiang was not involved in the mur- 


der, but many said that his son could © 


have been. "Idoubt that Wang acted on 
his own," said a Chinese scholar at the 
University of California, Berkeley. 

It is still not. clear, however, why 


Taipei officials would want to elimi- 


nate Liu. He had published a critical 


biography of Chiang in 1975, but a re- 
vised and less critical edition replaced. 
it. in August last. year. Liu was not | 













In interviews a number of- 





rogated i by Taiwan security Grent. 
“This undoes, at one stroke, years of 
hard work on our part,” said an official 


7j in Taipei’ s government information of- 


fice. . | 

Taiwan has moved swiftly to limit 
the damage from the disclosures. It has 
promised complete cooperation with 
US authorities investigating the mur- 
der. FBI and Daly City police represen- 
tatives and a US State Department of- 
ficial.arrived in Taipei on 22 January 
to question Chen Chi-li. The US would 
prefer that he and his reputed lieuten- 
ant, Wu Tun, also named as a suspect, 
be returned to the US for trial But 
there is no extradition treaty between 
Taiwan and the US, and Taipei is jeal- 
ously guarding its sovereignty in the 
case. e 





S: ince he extradition question re- 
ceived public attention in Novem- " 
ber last year, several legal experts have 
argued in Taiwan’s press that sending 
the suspects for trial in the US-would 
contravene Chinese law and violate th 
country’s sovereignty. ‘Despite the im 
portance of impressing SRE | 
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the US from: that tip- less than three 
weeks before his death. Some specu- 
late that cumulative resentment 
against Liu in Taipei as the author be- 
came more critical of the KMT and the 
desire to send a message to the Over- 


seas Chinese community in the US — 


which has become increasingly pro- | 
Peking since 1978 when China began- 
to open its door to the West — were the - 
motives behind the murder. 

However, there are also reports that 
Liu may have been linked to various 
intelligence agencies. The American 
news: magazine Newsweek reported 
that he was an informer for the FBI. 
Other sources suggest that he was a 
"triple agent," trading information 
among Peking; Taipei and the FBI's 
counter-inteligence unit. It is not 


. clear whether Liu's alleged intelli- 


gence ties involved him acting as a paid 
informant or simply as a journalist 
trading information. . 


"he FBI's uud iene unit 
has been conducting a continuing in- 
vestigation of KMT spying operations 
in the US. It is not uncommon for FBI 
couniter -intelligen ce agents to seek i in- 
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with its sincerity, Taipei seems un- 
likely to send Chen Chi-li beyond its’ 
control and take the risk of his making - 
even more serious charges against its 
intelligence agencies. | 

Up to now, the US State Department 
seems satisfied with the Taipei au- 
thorities’ handling of the case, but 
pressure from the US Congress could 
change that. US congressman Stephen 
Solarz said his foreign-affairs sub- 
committee will hold hearings on whe- 
ther Liu's murder should lead to a cut- 
off in US arms sales to Taiwan. Legis- 
lation passed by congress in 1982 after 
the death of Chen Wen-cheng gives the 
US president the right to bar arms 
sales to any country found to be “en- 
gaged in a consistent pattern of acts of 
intimidation or harassment directed 
against individuals in the United 
States." 

A Taiwan university professor with 





Liu (left) in mourning: Bush letter. 


cies which are closely monitored. But 
there have been suggestions that Liu 
served as a liaison between the former 
head of Taiwan intelligence, Gen. 
Wang Sheng, and Peking. 

Garchik said Liu had some contact 
with the FBI, but added: “We think the 
FBI gave whatever they got to Taiwan 
intelligence." Garchik and  Liu's 
widow said that Liu may have had 
some contact with Wang Sheng while 
writing the first edition of the Chiang 
biography but “only for journalistic 
purposes.” They said he had no contact 
with Wang Sheng for the past six to 
seven years. Van Lung, son of Lung 
Yun and a close friend of Liu, also cast 
doubt on Liu’s alleged intelligence 
connections, saying: “Henry was not 
very secretive and said he didn't be- 
lieve in secrecy. I don't think he was 
the spy type.” 

Whatever the motive, the Liu mur- 
der is likely to have a major impact on 
the unofficial US-Taiwan relationship 
and on the Overseas Chinese commu- 
nity in the US: A State Department of- 
ficial said the Liu murder is a “serious 
matter. The Taiwan authorities appear 
to appreciate the seriousness of the 
case.” In regard to the arrest of Wang 
and three other intelligence officials, a 
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close ties to the KMT said: “Anything 
less than total cooperation with the US 
in this affair is going to raise serious 
questions about the continuing re- 
lationship between our countries — 
not just on arms sales, but all other is- 
sues as well." 

A "furious" Chiang was said to have 
ordered the establishment of a top- 
level team to find out how extensive 
the conspiracy was and restore discip- 
line in the intelligence bureau. Gen. 
Wang Ching-hsi, director-general of 
Taiwan's National Security Council, 


tor. 

Analysts think these actions will 
only be the first steps. With the previ- 
ously obscure military intelligence 
unit shown to have been involved in 
the murder of a KMT critic, the presi- 
dential palace will likely move to reign 
in the sometimes-competing agencies 
in Taiwan's sprawling security net- 
work. Reputed close ties with the 
underworld — said to be particularly 
true of the Garrison Command, the 
agency chiefly responsible for enforc- 
ing martial law — are another cause 
for concern. The anti-gang sweep 
launched by the presidential palace in 


was named the bureau's acting direc- 
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Salonga: a quiet homecoming. 


PHILIPPINES 


Back to front 


unity fight 


Although low-key, the return of 


|, a prominent opposition figure 


November last year revealed disturb- | 


ing levels of official connivance allow- 
ing the gangs to operate in the open. J 


department spokesman said: "If they 
are taking disciplinary action, it seems 
they are acting properly in the case.” 


There has been a deafening silence | 
from the Washington administration | 


about the case, despite the fact that in- 
ternational terrorism and Asian crime 
gangs in the US are two issues of seri- 
ous concern to the US. The REVIEW has 
learned, however, that Vice-President 
George Bush wrote a letter last year to 
Mrs Liu expressing concern about the 
case before the involvement of Taipei 
officials had become known. The affair 
marks the first time Taiwan officials 
have been officially implicated inthe 
murder of a US citizen on US soil. 
State Department sources said that 
the US administration is itself 
gearing up to limit theextent of dam- 
age the Liu case could do to Washing- 
ton-Taipei relations. The sources said 
the administration will argue at pro- 
posed congressional hearings that the 
Liu murder is *an isolated incident." It 


also will make the point that Taipei | 


does not engage in a consistent pattern 
of intimidation and harassment in the 
US — the criteria established under 
legislation passed after the 1981 Chen 


murder which would bar arms sales to | 


Taiwan if a pattern was found to exist. 


Both administration and congres- | 
sional analysts doubt that enough | 


pressure can be brought to bear to 
force Reagan to cut off arms sales to 
Taiwan. But one US official said: 
"Taiwan has seriously denigrated its 
image in the US among both real and 
potential friends." oOo 





from exile could be pivotal 


By Guy Sacerdoti in Manila 


he return to the Philippines on 21 

January of opposition Liberal 
Party president Jovito Salonga, 62, 
after nearly four years of self-exile in 
the United States, was a low-key af- 
fair. But the Salonga homecoming was 
significant in the bearing it may have 
on helping to unify the country’s splin- 
tered opposition. 

This was endorsed by the large turn- 
out of local and foreign media repre- 
sentatives, together with some 200 
party supporters who greeted the 
former senator as he made his way to 
the VIP lounge. Outside the terminal, a 
mere 300 banner-waving party mem- 
bers were there to greet him, contrast- 
ing with the crowd of more than 5,000 
that waited in vain for Benigno Aquino 
to emerge from the airport on that fate- 
ful day just 17 months ago 

The subdued welcome was partly the 
result of political orchestration by the 
government of President Ferdinand 
Marcos. A week before Salonga's re- 
turn, Marcos ordered a review of pend- 
ing subversion charges against the 
former senator for alleged involvement 
in a series of 1980 bombing incidents. 
While Aquino had a pending death 
sentence reaffirmed a month before his 
assassination, Salonga's charges were 
dropped four days before his arrival 

Marcos, who was also ill prior to 
Aquino's return, refused to issue the 
late opposition leader a passport and 
threatened him with immediate arrest 
if he carried out his homecoming plans 
In contrast, not only was Salonga 
granted a passport renewal, but Mar- 
cos issued a statement saying the 
charges against Salonga would inter- 
fere with his freedom to engage in poli- 
tical activities. The obvious difference 
between the two was that Marcos 
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feared Aquino politically, "while | 


Salonga, who was critically wounded 
during a 1972 grenade attack at a poli- 
tical rally, is considered by the presi- 
dent to be a spent force. 

Salonga's first task will be to unify 
his own party. The Liberal Party was 
one of the two major political parties 
before Marcos imposed martial law in 
September 1972 (lifted in January 
1981). Four of the country's presidents 
came from the party — including Mar- 
cos' predecessor Diosdado Macapagal 
— and a number of influential senators 
such as Aquino, Salonga and current 
MP Eva Kalaw were party members. 
But Salonga and Kalaw split last year 
over whether to participate in or 
boycott the May elections for the 
national assembly, with Salonga tak- 
ing the more uncompromising stance 
of non-participation. 

Kalaw, who leads the Liberal faction 
in the umbrella United Nationalist 
Democratic Organisation (Unido), and 
Salonga are still split — now over op- 
position attempts to create a system for 


NEW CALEDONIA 


Emergency flight 








choosir 


against Marcos' party should Marcos' 
poor health force him to step down be- 


fore the scheduled 1987 presidential | 


election. 

Salonga was among the nine poten- 
tial "presidential standard-bearers" 
selected by the opposition “convenors 
group," which was organised by 
Aquino's widow, Corazon, long-time 
nationalist and former senator 
Lorenzo Tanada and businessman 


| Jaime Ongpin. The group was formed 
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to draw together opposition politicians 
from the national assembly and the so- 
called cause-oriented groups leading 
demonstrations — in local parlance, 
the "parliament of the streets." 

Kalaw refuses to support the group, 
questioning the right of unelected op- 
position leaders arbitrarily to choose 
who should represent an anti-Marcos 
coalition. She would like to create a 
"grand coalition" formed through a 
wide-ranging political convention 
representing all political parties and 
opposition organisations. o 





The French president pays a one-day visit to the Pacific 
territory and claims it has saved plans for independence 


By Hamish McDonald in Sydney 


rench President François Mitter- 

rand has resuscitated his govern- 
ment’s plan for the future of New 
Caledonia through a flying visit to the 
Pacific territory; but in doing so has 
embroiled the colony further in the 
politics of metropolitan France. 

Mitterrand has been considering the 
trip since early January to throw the 
weight of his office behind the new re- 
ferendum proposal by his special high 
commissioner in the island, Edgard 
Pisani, which could lead to indepen- 
dence in association with France next 
year. 

New tension over the killing by gen- 
darmes of a Kanak pro-independence 
leader, Eloi Machoro, precipitated the 
visit, which Mitterrand announced 
only a day before his departure from 
France to gain maximum dramatic ef- 
fect. 

His visit on 19 January lasted only 12 
hours, but was enough for him to see 
New Caledonia’s opposing political 
forces on show. As he arrived in the 
capital Noumea, some 25,000 French 


settlers waved the tricolor and sang the | 


Marseillaise to show their desire to 
stay integrated with France. 

The same day Mitterrand went by 
helicopter to the Kanak-settled areas 
of Kouaoua and Poindimié. Before 
climbing back on his presidential jet at 
the territory's naval air station, Mit- 
terrand told reporters: “The threads 
that were almost severed have now 
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Pisani greets Mitterrand: political muscle. 


been restored and the dialogue will 
continue.” 


o the die-hard elements among 
French settlers — who, together 
with Asian migrants, outnumber the 


a single candidate to run |. 





territorial assembly, which is con 
" ‘by Lafleur's pro-French Ralh 
for Caledonia in the Republic. 

The 55,000 whites could be furthe 
encouraged in that view by visits an. 
nounced by former French presiden 
Valery Giscard d'Estaing and Pari 
Mayor Jacques Chirac, leaders of th 
neo-Gaullist opposition which is usin; 
the crisis to belabour Mitterrand in th: 
campaign for local elections due in 
March, a forerunner of next year’: 
French parliamentary elections 
"Never has New Caledonia been s: 
French!" one French official com. 
mented, 

Back in France the president movec 
to counter charges that he was cover. 
ing a French withdrawal by calling fo: 
military forces on the island to b« 
"reinforced" in order to maintain : 
French strategic presence in the re- 
gion. At the time, Mitterrand's exac! 
meaning was not clear, but three day: 
after his visit a spokesman for th« 
French High Commission in New 
Caledonia said it had been decided 
while the president was there to gc 


, ahead with a plan to build a major 


French air and naval base which would 
be leased from a future independent 


| government. The official said the base 





indigenous Kanaks by nearly two to | 


one — the Pisani plan still looked 
threadbare. “My opinion is that the Pi- 
sani plan is dead even before it was 
alive," said Jacques Lafleur, a promi- 
nent local politician and businessman 
favouring the status quo. “We are now 
convinced  Mitterrand's trip was 
another trick meant to deceive the peo- 
ple," said Dick Ukeiwe, president of 


would give the French settlers confi- 
dence in the future and bring revenue 
to the territory. 

Despite official optimism over the 
Pisani plan, New Caledonia remains 
under a state of emergency with a 
9 p.m.-6 a.m. cur- 
few and a 6,380- 
strong X security 
force in the terri- 
tory of 146,000 
people. 

Mitterrand's 
visit has helped 
keep the Kanaks 
involved in the 
Pisani process. 
Shortly after 
talking to Mitter- 
rand, the leader 
of the  Kanak 
Socialist Na- 
CEN | tional Liberation 

Æ | Front (FLNKS), 
ay © | Jean Marie 
b | Tjibaou, left for 
Pewen] France where he 

is likely to stress 
moderate aims of his party. In a two- 
day stopover in Australia, Tjibaou 
called on Prime Minister Bob Hawke 
and Foreign Minister Bill Hayden. 

Tjibaou said later that the FLNKS 
had given its agreement to Pisani's 
timetable for a referendum in July and 
independence next January, but said 
final consent would be given after de- 
tailed discussions on the post-inde- 
pendence role of France (Pisani has 
proposed continuing ie responsi- 
bility for defence justice). He 
threw the task of getting a referendum 
vote for independence vote on to 
French shoulders. —— u 





31 JANUARY 1985.6 FAR EASTERN ECONOMIC REVIEW 


World Trade Fair: € 
Heating Air Conditioning 





pens the 
the future 


You, as a planner, decision maker and 
expert, have to know what's going on. 
And what will be going on tomorrow. 
Only then you will stay ahead of the com- 
petition. 

Get your know-how at the ISH '85 in 
Frankfurt. Here, at the centre of inter- 
national trade activity you can see the 
novelties. Recognize innovations. Meet 
friends from the industry. Create new 
associations and contacts. 


Frankfurt 


On an exhibition area of more than 
190,000 square metres 1,500 exhibitors 
from 29 countries are represented in a 
new functional structure. With a gener- 
ous and clear lay out. ISH '85 will give 
you the best perspective. 

Speak to your suppliers during ISH '85. 
Then you will know more. 


ISH.On the theme of innovative technol- 
ogy. 





19th — 23 rd March 1985 
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Australia 
German-Australian Chamber of 
Industry & Commerce Ltd. 
Sydney, N.S.W. 2000 
G.P.O.Box 42 47, Sydney, N.S.W. 2001 
Tel. 29 3996, TIx. 25987 GERCOM AA 


Hong Kong 

Melchers (H. K.) LTD, 401-4 Wing on House 
Hong Kong 

P.O.Box 713 

Tel. 5-23 50 71, Tix. 73 331 melhk hx 


World Fair Consultants Ltd. & PAC Travel Co 
Attn. Mr. Tony Fung 

1/F Tinta House 44, Wellington Street 
Central Hong Kong, Hong Kong 


India 

K. S. Hirlekar Representative 

Western India House 

Sir Pherozshah Mehta Road, Bombay 400 001 
Tel. 25 19 31, Tix. KSHI 011-25 04 


Indonesia 

Rinto Alwi, Representative for Indonesia 
Bogor 16001 

P.O.Box 23 

Tel. (02 51) 24 600 


Japan 

Zainichi Doitsu Shoko Kaigisho, Deutsche 
Industrie- und Handelskammer in Japan 
Tokyo-100-91, Central P.O.Box 588 

Tel. 00 81-3-581-98 81/3 

Tix. J 26 229 GERHAKA 


New Zealand 

Fairs of Europe 

Auckland 1 

P.O.Box 30 76 

Tel. 33-039, Tix. N.Z. 2401 


Philippines 

G. Magnus - Manufacturers' and Fairs 
Representative, Import — Export 

Manila, P.O.Box 20 75 

Tel. 478941, 491494, TIx. 27686 MAGNUS PH 


Singapore 

Moneta Investments Pte. Ltd 

of 101a Upper Cross Street 

12-16 Peoples’ Park Centre, Singapore 010! 
Tel. 914800, Tix. 55046 ans back 1h chan 


South Korea 
Deutsch-Koreanische Industrie- und 
Handelskammer 

Seoul, C.P.O.Box 4963 

Tel. (02) 776 1546-9, Tix. dkihk k22640 


Taiwan 

Deutsches Wirtschaftsburo 

Jade Phoenix BLdg. 1516, Grand Hotel 
Taipei 

Tel. (02) 5964271, Tix. 26226 GERTRADE 


Thailand 


German-Thai Chamber of Commerce 
Bangkok 

P.O.Box 1728 

Tel. 233 9113, Tix. 82836 GTCC TH 
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e wake of official claims that a major 

spy ring has been unearthed. The na- 
nal press is full of details of offi- 

ally unnamed - 
rged with purchasing top national 

ts including “eyes only" i 

e reports, highly sensitive military 

rets and plans | 
ee Pakistan. 












































vred miry th and 1 three in later 
e Minister S. B. Chavan confirmed 


i Indian officials. Both Gandhi and 
an refused to go further and name 
r the foreign powers or the local 
Iprits who had been arrested. 

ne Press Trust of India has reported 
arrests, including those of two In- 
businessmen, and officials from 
'president's and prime minister's 
'etariats as well as the ministries of 


omic affairs. These offici 
dly include several de 
ies and under-secretar 





ks. It is also said that many more 


o have been given to foreign pow- 


rn. | 
least three national newspapers 


ly and the United States are in- 
red in the scandal. It is argued that 
French deputy military attache, 


Honneur last year by his government 
or negotiating sales to India of the 


vorking for the CIA. Bolley left for 
aris on 21 January but it was not clear 
rhether this was at New Delhi's re- 
st or on a summons from his gov- 
ment. The US Embassy has denied 
involvement in the affair. 

fhe exposure in recent years of 
oreign agents at the heart of govern- 
ent has caused acute embarrassment 
| Britain and West Germany. But the 
yy scandal here is likely to strengthen 


rthcoming state assembly elections 
0 be held in March. 


scandal triggers a | atriotic b Di 
it may set up — for a new electoral swe 


once again is being swept away 
a wave of patriotic indignation in: | 


foreign .powers 


or a ‘pre-emptive | 


nt officials pud to com-. 


nts of foreign powers had re- 
d classified information from cer- | 


ice, foreign affairs, commerce and 
ee By Suhaini Aznam in Kuala Lumpur 


a dozen personal assistants and 
eing questioned. Intelligence is 
iccording to press reports, some- - 


or as little as a bottle of whisky | 


claimed that France, West Ger- 


g Commander Alain Bolley, who 
is made a member of the Legion 


rench Mirage 2000 warplane, was 


he ruling Congress party's hand in the | 


Alleged threats to India's security | 












 werea major cam a ther 
with netting the Congréss 
 cedented victory in the De 








eral election, and Congress politicians 


are expected to take every opportunity. 


to capitalise politically. on public fears 
of forei gn conspiracies. 

The prime minister’s announcement 
of the spy scandal coincided with the 


arrival in New Delhi of former US sece- - 


retary of state Henry Kissinger. Two 


days later Indian President Zail Singh 


claimed in àn address at a public func- 
tion that some foreign powers were 
afraid of India's rapid development 
and its emergence as a strong and 


















ain ‘forces are deter- 
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Umnos acid test 


The ruling party wins a rural by-election, demonstrating 
its dominance over Pas, its rival Malay political oup: 


ith a general election likely either 


| Prime Minister Datuk Seri Mahathir 
Mohamad's home state of Kedah had 
become a test for Malaysia' s two major 
Malay-based parties. Long before the 
fortnight-lon "eampaign began, lines | 
wn between the Unit- 
"National Organisation 
(Umno), the dominant party in the rul- 
| ing National Front coalition, and the 
opposition Pan-Malayan Islamic Party 
(Parti Islam or Pas). 
| Despite indications that Pas was 
. gaining support in some traditional 
|, Umno strongholds, Umno's victory 
| was a foregone conclusion. The party's 
| challenge was to stem Pas' spreading 
| influence and ensure that Umno 
achieved as wide a margin of victory as 
| 
| 














possible — whith it did, winning com- 
fortably by 5,072 votes of the 30,822 
cast for the two parties, just 606 votes 
less than its 1982 performance in 
Padang Terap. 

Umno’s confidence that it would win 
the by-election was well-founded. 
Padang Terap’s voting record has been 
staunchly Umno. The outgoing MP, 
Tan Sri Syed Ahmad Shahabuddin, 
whose recent apy 















stable nation. This could be the reason, 
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WWin late 1985 or early 1986, the | 
Padang Terap parliamentary consti-- 4 
tuency by-election on 19 January in | p 
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uspe ted spies were under. 
about nine months and © 
iber last year the evi- 
was convincing. The prime 
minist er himself, however, is said to 
3 r arrest until after the 
ection for fear that the 
ive votes away from the 
cher than cause the electo- 
y behind the ruling party to 
nation. 

Some. newspapers, however, have 
$01 i that counter-intelligence 























! Hounced that the espionage 

ring had been broken before their men 

could round up all the suspects. 

A search of the suspects’ hom | 
said to have yielded a cornucopia 


of stolen intelligence, including photo- 
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egečsitaiéd the pe 
d the seat for three terms _ 
dence. In contrast, Pas’ 
he constituency Was limit- 
‘a Si gle term in 1974, when it. 
was a component of the ruling coali- 
tion. "X 
_ The by-election results dashed i Das? 
hopes of denting Umno's image follow- 
ing the ruling party's recent tribula- 
tions. The scandal surrounding 
Bumiputra Malaysia Finance, the 
Hongkong subsidiary of Bank Bumi- 
putra Malaysia Bhd which lent nearly 
US$1 billion to the now-defunct Car- 
rian group, was diffused as an election 
issue when parts; Sport of a com- 
mittee investigat | 
made public on 2 

On another - ; 
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India's clandestine operations | 
abroad. khi 

Other documents said to have been 
recovered include a study on the feasi- 
bility of launching a pre-emptive 
strike on Pakistan's nuclear facilities 
and a plan for a nuclear counter-attack 
in event of a first strike launched from 
Pakistan. 

Another document allegedly assess- 
es the range, effectiveness and 
strategic importance of the Indian 
satellite Insat 1B. Also said to have 
passed into the hands of foreign agents 
are the External Affairs Ministry's 
latest cipher codes. 

The domestic political fallout could 
be far-reaching. The prime minister's 
principal secretary, P. C. Alexander, 
has resigned “on moral grounds and in 
the best tradition of the Indian Civil 
Service,” and his chief aide, T. N. Kher, 
is alleged to be among the key figures 
in the spy ring. The contradictory press 
reports, however, are taken by obser- 
vers here as an indication that the in- 
vestigating agencies are using the local 
press to disseminate disinformation in 
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the hope of disarming suspects not yet 
apprehended. 

One report, for instance, has it that 
the first tip-off triggering the initial 
investigation came from one of the 
spies himself in a drunken moment of 
indiscretion. 


It has, however, also been suggested 
that Indian intelligence was first put 
on alert by à CIA briefing, given to 
members of the US Senate subcommit- 
tee on intelligence, revealing Indian 
plans to launch a pre-emptive strike 
against Pakistani nuclear facilities. {J 





areas in the country, is fairly represen- 
tative of the peninsula's hinterland, 
with a predominantly Malay and Mus- 
lim electorate numbering 35,742 of the 
area's 39,818 voters and comprising 
mostly farmers and rubber smallhold- 
ers. Many earn only M$5 (US$2) a day 
in what is still basically a subsistence 
economy. To help counterbalance this 
predominance of Malay votes, the Na- 
tional Front depends for support from 
the area's 2,040 Chinese, most of them 
Malaysian Chinese Association mem- 
bers, its 302 Indians, who belong to the 
Malaysian Indian Congress and 1,733 
Thais, mostly Gerakan Party members. 
All three are National Front parties. 
Average family income in the area is 
M$150 a month, well below the na- 
tional poverty level of M$250, noted a 
Kedah Regional Development Author- 
ity report. Employment opportunities 
are scarce. The area's single industry is 
a sugar plantation and refinery em- 
ploying 1,500 full-time workers in ad- 
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dition to some 3,000 seasonal cane cut- 
ters, many drawn at the height of the 
biannual harvests from Pattani, across 
the border in Thailand. 

During the campaign, the atmos- 
phere in some of the more remote vil- 
lages grew volatile. At Lubok Merbau, 
a land-development project with 
about 2,000 residents, fighting broke 
out on three occasions in the first week 
of the campaign, resulting in at least 
two arrests and a police ban on all 
night-time campaigning within the 
project. 


and projects have traditionally 

been Umno strongholds because 
the final selection of residents is made 
by local government officers who are 
Umno members. But at Lubok Merbau, 
Pas had gained the 50 members needed 
to set up a party branch in the project, 
suggesting a swing in loyalties even 
among traditional Umno supporters. 

Unlike in most recent by-elections, 
the stakes in Padang 
Terap were higher 
for Pas than for 
Umno. Pas had plan- 
ned to make Padang 
Terap its stronghold 
in Kedah — a logical 
move given that the 
area is 90% Muslim 
and is poor, a combi- 
nation which nor- 
mally makes fertile 
ground for Pas. 

But despite Pas' 
early campaign ef- 
forts, begun weeks 
before campaigning 
was officially open- 
ed, despite its great 


show of unity and spirit one 
speech by charismatic orator and Pas 
vice-president Hadi Awang drew a 
crowd estimated at 15,000 — and des- 
pite its large and effective force of 
party volunteers, Umno's standard 
promise of development in a relatively 
backward district apparently swung 
the necessary support away from Pas 
at the ballot box. 

The Pas defeat was even more signi- 
ficant in light of Umno's own com- 
parative disunity. An unprecedented 
21 aspiring candidates had submitted 
their names to Mahathir for his final 
selection. The resultant large number 
of local leaders who failed in their bid 
to run ensured something less than the 
high-gear efficiency which has become 
the trademark of the Umno election 
machine. 

Umno also faced a public-relations 
problem in trying to sell its candidate, 
Baharom Bakar, 50, a professional 
politician with only a Primary Six edu- 
cation, whose single term as a state as- 
semblyman in 1978 was won uncon- 
tested. Pitted against him was Pas can- 
didate Halim Arshat, 42, an Islamie 
studies graduate from the Malaysian 
National University, whose political 
experience included challenging, un- 
successfully, no less than Mahathir 
himself in 1978. In 1982, he also chal- 
lenged, again unsuccessfully, National 
and Rural Development Minister 
Datuk Sanusi Junid 

The showing of two independent 
candidates in the  four-cornered 
Padang Terap fight proved the point, 
yet again, that in Malaysia indepen- 
dents are hardly given a second glance. 
One, accountant Choong Seang Hai, 
29, polled 118 votes while the other, 
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"businessman Khalid Abdullah, 33, 


polled only 93. 

On the surface Umno, which had 
been just as eager to measure Pas’ in- 
roads into Kedah, can now look for- 
ward to the general election with even 
more confidence — unless Pas suc- 
ceeds in drawing up a completely new 
and revitalised strategy. To match 
Umno's fatter election purse, for in- 
stance, Pas is now collecting contribu- 
tions for the party effort from the sub- 
stantial crowds it draws at each politi- 
cal gathering. 

Pas’ greater awareness of the need 
for money to support its aims is also 
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has inspired some concern within 


tendencies. Pas recently 


M$600,000 tospurchase almost 48 acres 


of land, on which it plans to build an 
almost self-sufficient community base, 
complete with mosque, school and 
shops. 

If Pas’ hopes of founding more such 
communities are realised, it would 
provide another reason for Umno's 
seemingly unwarranted attempts to 
crush the far smaller opposition party 
"once and for all in the next election,” 
an Umno official said. 


Borobudur, before and after the blast: trials link. 





A blast at the law? 


As the trials of 10 people accused of rioting and bombing 
Start, a new outrage occurs at a sacred site 


By Manggi Habir in Jakarta 


ust days after the opening of trials 

of 10 men accused of provoking 
bloody riots and of carrying out sub- 
sequent bombings, the country has 
been shocked by a new outrage: the 
bombing of the Buddhist temple at 
Borobudur, central Java, one of In- 
donesia's most famous religious 
shrines. 

The ancient temple was reopened to 
the public only in 1983 after a massive 
restoration sponsored by Unesco, cost- 
ing some US$24 million. First reports 
said that several bombs had been deto- 
nated. There were no casualties but 
considerable damage. 

Although no claim has been made of 
responsibility for the bombings, offi- 
cials were inclined to link them with 
the trials taking place in Jakarta of 
four men allegedly involved in the 
Tanjungpriok riots on 12 September 
1984 and another six in a series of 
bombings that followed on 4 October. 
They have all been charged under the 
country's anti-subversion law, which 
carries a maximum death penalty. 

The bombings, resulting in two 


deaths and 16 injured, were allegedly 
in retaliation for the government's 
harsh handling of the Tanjungpriok 
riots, which claimed about 30 lives. 
Jakarta plans to try a total of about 40 
suspects in connection with the riots 
and 17 for the bombings. 

In early January, in North Jakarta 
District Court, Syarifuddin Rambe, 
Syafwan Sulaimani, Achmad Sahi and 
Mohammad Noor were accused of 
spreading false reports, arson and as- 
sault, sparking the Tanjungpriok riots. 

Assaults on two security men by 
local residents were alleged to have oc- 
curred when the defendants demanded 
that the two apologise for allegedly en- 
tering a nearby mosque without re- 
moving their shoes and for smearing 
pamphlets on the mosque's walls with 
sewer water. A motorcycle belonging 
to the security men was burned during 
the attack, the prosecution says. It was 
the subsequent detention of the four 
suspects which led to demands for 
their release by a mob of local resi- 
dents. And as the mob, led by Muslim 
activist Amir Biki, descended on the 
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Simultaneously with the Tan- 
jungpriok trial proceedings, in West 
Jakarta District Court, the other six 
men — Rachmat Basuki, Melta Halim, 
Hasnul Arifin, Edi Ramli, Khaerul 
Syahand M. H. Sanusi — were charged 
with the bombings of two Bank Cen- 
tral Asia (BCA) branches and the over- 
pass to the Glodok shopping centre in 
Jakarta's Chinatown. Indonesian- 
Chinese business tycoon Liem Sioe 
Liong owns a majority share of BCA. 

Basuki, a Muslim activist and former 
state bank employee, is accused of 
masterminding the bombings. The 
others are accused of carrying them 
out. Another suspect accused of plan- 
ning and coordinating the bombings, 
Tashrif Tuasikal, and Mohammad 
Zayadi, who was injured when one 
bomb exploded prematurely, have yet 
to be formally charged in court. 

Sanusi was a former minister under 
the Sukarno government and a promi- 
nent member of the Petition of 50 — a 
loose but vocal opposition group. Ac- 
cused of providing Rps 500,000 
(US$460) to finance the bombing oper- 
ation, he has pleaded not guilty to 
charges of subversion. Sanusi main- 
tains that he does not know any of the 
defendants, except Basuki to whom he 
says he owes about Rps 3 million in 
commission fees for selling some land. 

Another prominent government cri- 
tic, who was also detained in connec- 
tion with the bombings — but who has 
not been formally charged — is retired 
lieutenant-general H. R. Dharsono, 
former military commander of West 
Java's prestigious Siliwangi Division 
and a former secretary-general of 
Asean. Dharsono, according to the 
prosecutor, was present during a meet- 
ing, attended also by Basuki, on 18 
September which discussed possible 
action against the government in reac- 
tion to the Tanjungpriok killings. 

Initially, it is alleged, the possible 
bomb targets included vital govern- 
ment installations, among others the 
state oil company Pertamina's large oil 
depot in Plumpang and Jakarta's elec- 
tricity installations. But, according to 
the prosecution, eventually the targets 
were narrowed down to BCA. The ar- 
gument was that public installations 
would adversely affect the people and 
not attract public sympathy in con- 
trast to bombing a major Chinese 
bank. However, it is alleged, BCA’s 
main branch proved to be heavily 
guarded so one of the bombers decided 
to place his bomb on the overpass lead- 
ing to a nearby shopping centre. 

The two trials are likely to last for 
some time. The defence lawyers have 
so far concentrated on attacking the 
legal foundations of the anti-subver- 
sive laws and questioning the indepen- 
dence of the judiciary. They have yet to 
challenge the prosecutors’ charges di- 
rectly. Oo 
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What should 


from a working 
Hewlett 


"At Varta Pte Ltd in 
Singapore, the HP computer 
systems speed up our testing 
process by 10-fold " 

“One of the two HP 1000 systems we 
use handles automatic testing of nickel 
cadmium batteries and has been in- 


creasing the testing rate tremendously, 
thus saving us considerable cost." 





Varta is one of the world's largest 
suppliers of batteries. Its products 
range from minute consumer batteries 
to huge industrial ones. 


Mr Helmut F. Glaser, Technical 
Manager for Varta Singapore, says, 
"We also use the HP 1000 to maintain 
our worldwide battery industry 
information file, which enables us to 
assess research needs, project sales and 
compare performance. Easy access to 
this information is definitely 
invaluable. 


"With this file on line, we can generate 
comparison reports for management 
meetings in hours instead of days, as 
before. And simple reports only take 
minutes. 


"HP was the only vendor offering a 
total solution to our needs. The 
availability of professional support 
service and the reliability of the 
hardware were reasons for choosing 
HP. In fact, we're so impressed with 
the product delivered that we would 
recommend it." 





You should consider a working partnership with HP. Now. 
Call or write to your local office. 


Australia India Japan 

Hewlett-Packard Australia Pty Ltd. Blue 5tar Ltd. Yokogawa-Hewlett-Packard Ltd 

Blackburn, VICTORIA. Tel: 895-2895 BOMBAY. Tel: 4226155 Sukinami-Ku, TOKYO. Tel: (03) 331-6111 
China Indonesia Korea 

Hewlett-Packard Beijing Rep. Office Berca Indonesia P.T Samsung Hewlett-Packard Ltd 

BEIJING. Tel: 33-5950 JAKARTA. Tel: 373009 SEOUL. Tel: 555-7555, 555-5447 

Hong Kong Malaysia 

Hewlett-Packard Hong Kong Ltd Hewlett-Packard Sales (Malaysia) Sdn. Bhd 


HONG KONG. Tel: 5-8323211 KUALA LUMPUR. Tel: 03-986555 
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“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process.” 


“We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes.” 





Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 


Mr Wallace Lam, Computer Manager 
tor Taikoo Royal, says, "Our workforce 
has been able to handle a 56% increase 
in portfolio since we installed the 
system in 1979. 


“Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
makes us more competitive. 


“We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable I've ever 





experienced.” 
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American Express and Hilton Reservation Service 
make Assured Reservations easy 


Now with the Hilton Reservation Service and Service before 6 p.m. destination time (4 p.m 
an American Express® Assured Reservation, for resorts) and get a cancellation number so 
you have the best of both worlds. vou won t be billed. 

You get immediate room availability and For easy Assured Reservations at Hilton 
rates at any of the 92 Hilton International hotels International botels worldwide, call vour nearest 
in 77 cities around the world, simply by calling Hilton International hotel, your travel agent, or 
vour nearest Hilton International hotel and American Express Travel Service Offices" 
quoung vour American Express* Card Account 


Number. Or vou can have your tray el agent do it HILTON INTERNATIONAL 
fOr yon. WHERE THE WORLD IS AT HOME.” 


Ac when you ask for an American Express 
Assured Reservation, you'll also know that your 


hotel room will be waiting for you—no matter The American Express Card 
. 


how late you arrive. But if your plans change, be 


sure to call Hilton hotel or Hilton Reservation Don't leave home without it. 





























e IT is not an unmitigated honour 
. when a publication is quoted by a 
senior government official in support 
of his or her policies or conduct of af- 
fairs. However, it was pleasant to 
note that Si eats Hore E Sec- 







| to its present leader- 

p" which had demonstrated "such 

ourage and imagination" in nego- 

iating the LE UE agree- 
t. 
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y s Hibpkone debate ‘by the 
d adow" foreign secretary, Dennis 

| Healey. He quoted the REVIEW at 
length i in a blistering attack on Prime 








| kong: “That is not the point. The 


Minister Margaret Thatcher, which | 


was in the great tradition. of par- 


liamentary invective. First he said 


that Thatcher had made so many U- 


be turns and somersaults "that it's easy 


Jieve that she was infected by 







lution ... she may well go down 
ory as the Incredible Revolving 


Maggie. ái 


Healey then cited a Daily Tele- 
graph report which quoted Chinese. 


leader Deng Xiaoping as muttering to 
an aide, "I can't talk to that woman. 
She's utterly unreasonable," 
d that United States President 
d Reagan had commented on 
rs pre-Christmas visit to 
| V 'ashington: "She talked and talked 
~ till, in the end, I gave up interrupt- 
ing." Healey commented: "That's the 
Maggie we all know and love." 
He then cited David Bonavia's 
comparison of Thatcher's trip to Pe- 
. king and Hongkong last December 
^ with the passage of a typhoon. "Sel- 
_ dom," wrote Bonavia in The Times of 
London, ` ‘in British colonial history 
© was so much damage done to the in- 
terests of so many people in such a 
short space of time by a single per- 
son.' 
| | Healey then turned to the pages of 
| the REviEW for ammunition to por- 
tray Thatcher as “arrogantly insensi- 
ve" to the feelings of the 5.5 million 
people of Hons kong. He did not men- 


and al-- 


'dong's doctrine of permanent - 


*. 
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snappy reply to the question of Hong- 
| ong. representation on the commit- 


would e China to draft the basic 


both sides of the Hous 
REVIEW, 


welcome E had given to the 
agreement, but did quote Thatcher's 


tee to draft the basic law of Hong- 


basic law is the law. of China. You 


du 


wouk "monitor" the Se 
tation ‘of the joint agreement), asking 
whether Thatcher had suffered a 

rary lapse of memory or had 
deliberately ignored the advice of her 
Foreign ieu. He then ao the 








had st ested so Moni) 
e ALL good knock-about stuff, par- 
ticularly when Healey echoed the late 
Field- Marshal Lord Montgomery’s 
comment on Mao (that there was 
no man with whom he would ra- 
ther go into the jungle). Comparing 
Thatcher's intervention in foreign- 





policy matters with “Rhoda the. 
"Rhino" barging about, he said of the - 
prime minister: “I don't think there is 
any member of her cabinet with 


whom I would rather go tiger shoot- 


Ang. But I must tell the House that I 
would absolutely insist that before 


we set out together she was taught the 
difference between a tiger and an 
elephant — - particularly the one I was 


riding on.’ 


As ee as senior spokesmen on 
e quote the 
tting some- 






we must be 
thing. right. . : 

e WITH opposition leadiir Kim Dae 
Jung planning to return to Seoul, the 
political atmosphere could well heat 
up. When South Korean President 
Chun Doo Hwan visited Japan, stu- 
dents mounted protest demonstra- 
tions. Just to prove that all misprints 
about Korea are not perpetrated in 
the country, Saudi Arabia's Arab 
News reported that: 





An equal force ‘of slice answered with | 
tear gas " night stinks. 





They musi haus been eating 
kimche. . 
e IN the hills = fo of Seoul, the Dai 





j 9 Graceful little cottages for sweat 










Silver, spells out its various al 
tions: 
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oo rooms styled by Ke 
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peculiar beauty for spacious 































| 
ij meetings. 
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e Comfortable straw roofed cottage 





for sales meetings and 
| pretty family dinner parties, 


e High-toned banquet room for any 





kinds of meetings. 


IN 


heart's cheertul time. 





The graceful little cottages g 
designed to appeal to romantica 
inclined joggers. 
€ SAMMY runs a service cent 
Seoul. As John Chandler, who p! 
graphed his sign, remarks, his f 
name is a little unfor tunate: 
















e not : sure — ur 
jmen's volleyball game} t 
was reported. in the Korea Time 
under the following incomprehensi- 
ble heading: 
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Also last year lie Korea Herald r resi 
por ted that the National Theatre ba 
revealed its colourful autumn sche- 
dule with the headline: | 


a aA iniri etui nii eite neuem eiii dette riii i 


Pri fall plan 


rens memitaneumiee dames es ctim tar e ferentis vin oem m born SE 








And, as Koreans were preparing 
celebrate the Autumn Moon Chus: 
holiday last September, the Kored: 
Herald announced: | 
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Nor come" course 


A US request that non-nuclear navy ships be granted access 
to New Zealand waters is designed to avoid confrontation 


By Robert Manning in Washington 
W ashington and Wellington have 

quietly worked out a temporary 
modus vivendi which postpones resol- 
ution of the vexing question of access 


to New Zealand waters by nuclear- | 


powered and nuclear-armed United 
States warships. 

The issue arose when New Zealand's 
Prime Minister David Lange an- 
nounced soon after his 14 July 1984 
election victory that he intended to 
carry out his Labour Party's anti-nu- 
clear policy. Lange's decision 
mediately placed in jeopardy the fu- 
ture of the Australia, New Zealand and 
US (Anzus) alliance because Washing- 
ton has been unwilling to compromise 


_ its demands for access, and Wellington 


has remained firm on its commitment 
to ban the warships from its waters. 

In mid-December 1984, the US sub- 
mitted to the Lange government a 
blanket request for port access for US 
ships, which have not docked in New 
Zealand for more than six months. In 
response, Wellington asked the US to 


im- | 








submit requests for specific ship visits, 
which the Lange government said it 
would evaluate on the basis of whether 
a proposed visit would violate 
Labour's anti-nuclear policy. 

On 13 January, the US submitted its 


| first such request. Following what US 


officials term *a policy of restraint, " 
the request was for a conventionally 
powered ship of the kind which usually 
does not carry nuclear weapons to visit 
New Zealand at the end of Anzus exer- 
cises, scheduled for late February. The 
US move was seen as carefully de- 
signed to avoid a showdown. 

It is standard US policy neither to 
confirm nor deny if a combat ship car- 
ries nuclear weapons, and US officials 
said that Washington's request al- 
lowed Wellington to accept the US po- 
licy. For the moment, the key concern 
of the administration of US President 
Ronald Reagan is to re-legitimise the 
concept of New Zealand port visits. 

While US officials say they do not 
endorse Wellington's case-by-case ap- 


- An elusive compromise 


New Zealand's Prime Minister Lange seeks to soften Labour's 
anti-nuclear stance but is thwarted by party activists 


By Colin James in Wellington 
aa 

with the United States and Aus- 
tralia in the security of the South 
Pacific region will continue to bind us 
together,” New Zealand Prime Minis- 
ter David Lange said in his state-of- 
the-nation address on 7 January. He 
added: “The extent of the common in- 
terest is so overwhelming that the dif- 
ferences between us over nuclear 
weapons can be resolved within the 
Anzus framework.” 

Perhaps, but no one in Wellington is 
at all sure they can be. US Secretary of 
State George Shultz stated bluntly two 
days after Lange’s 14 July 1984 elec- 
tion that visits of nuclear-armed and 
nuclear-powered warships to New 





he common interests we have | locking Lange into a commitment fora 


nuclear-free New Zealand — free of 
nuclear power and arms of al! kinds. 
Indeed, his party had twice passed 
resolutions at its annual conferences to 
go further — and withdraw from al- 
liances with nuclear powers. That 
would have spelt the end of New Zea- 
land's involvement in Anzus, but 
former prime minister Sir Wallace 
Rowling put together a compromise 
calling for a nuclear-free New Zealand 
within Anzus, which the 1983 confer- 
ence endorsed. 
Before the 


elections, regional 


| Labour conferences restated this com- 


Zealand ports were integral to the | 


Anzus treaty. Lange himself has no 
room to manoeuvre over “non-negoti- 
able" Labour Party policy that such 
visits shall not be allowed. 

When he assumed his party's leader- 
ship in early 1983, Lange tried to soft- 
en the policy to ban visits by nuclear- 
armed ships alone. But his party re- 
soundingly rejected that approach, 


promise and rejected calls for with- 
drawal from Anzus. But, once Lange 
was elected, party activists felt uncon- 
strained by electoral opinion. They 


| called once more for a withdrawal 


from Anzus and added a raft of other 
resolutions calling for cessation of US 
military activity on New Zealand soil. 

Conference delegates were embold- 
ened by the fact that in the July elec- 
tions only the National Party advo- 
cated continuation of the nuclear link, 
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Reagan SIENI NISTA NOR a he Sting dé 
facto the new system to avoid a con- 


frontation while at the same time hop- 
ing to resolve the issue at the next 
Anzus annual meeting — scheduled for 
July in Australia. 

The US approach, the officials said, 


| will allow the Anzus exercises to go on 
| without incident. They said that Wel- 


lington is committed to continuing 


| such participation in Anzus, and port 


access is a separate question. The US 
officials see the July Anzus meeting as 
a test of how Labour's anti-nuclear 
policies will be implemented. The 
sources said that Washington hopes 
Lange will endorse the principle of 
port access, but a US State Depart- 
ment official conceded: "Everyone is 
not entirely confident about it.” 

If the Lange government com- 
promises by making a distinction be- 
tween nuclear-powered and nuclear- 
armed ships and accepts the principle 
of port access, it would, said a US offi- 
cial, “remove a good part of the obsta- 
cles we face." As the US will not alter 
its “neither-confirm-nor-deny” policy 
regarding ships carrying nuclear 
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Lange: soft-pedalling the conflict. 


and even then with qualifications. The 
two minor parties, the New Zealand 
and Social Credit parties, demanded 
non-alignment. ‘Thus a total of two- 
thirds of voters were for anti-nuclear 
parties — a statistic confirmed by pub- 
liccopinion polls showing majority 
support for the new Labour govern- 
ment's position. 

Lange's first act as prime minister- 
elect was to fly to Wellington from his 
home town of Auckland through ap- 
palling weather for a corridor hand- 
shake with Shultz, who was arriving 
for an Anzus council meeting, to re- 
assure the Americans of his personal 
goodwill. And since then he has main- 
tained persistently that New Zealand 
will not withdraw from Anzus — a 
stand endorsed explicitly by the 
party's most leftwing MP. Helen Clark, 
a foreign-affairs expert: 

The problem has been, how to re- 
main in an Anzus whieh the Americans 
have emphatically said must include 
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weapons, Wellington would be faced | cal question of safety instead of a poli- In the absence of such political con- 





with a similar ambiguity to that of | tical one, I can see New Zealand ac- | siderations for a strategic ally, pro- 
Japan. But if the US exercised discre- | commodating on nuclear propulsion.” | dairy lobbyists could succeed in their 
tion by not requesting access for ships The sources also said that Lange's | efforts to sell the surpluses abroad — à 


likely to be carrying nuclear weapons | decision not to introduce legislation | move which would deal a serious blow 
(New Zealand peace groups have com- codifying what he has said arealready- | to New Zealand's already troubled 
piled a list of US warships which carry | existing policies is “a nod to the US | economy. US officials believe that 
nuclear weapons), a modus vivendi | and a shot across the bow to the Left in | such economic considerations will be- 


might be reached. US officials caution, | the Labour Party." come larger factors over time, affect- 
however, that this is the "optimistic If the port-access issue is not resol- | ing what decisions Lange takes on the 
scenario," and some analysts doubt | ved after the next Anzus meeting, the | port-access issue 

that New Zealand would be willing to | US will not officially retaliate against For the moment, however, there is i 
live with the type of ambiguity that | New Zealand. “They won't be ostra- | growing concern in the Reagan admin- 
Japan is faced with on the issue. cised like a Cuba or Nicaragua — after | istration about the apparent increase 


all, they are an ally — but it’s morea | in momentum of the anti-nuclear 

aa | can foresee at the level of princi- | question of us doing many less favours | movement in both New Zealand and 
ple reaching agreement ontheim- | for them,” another source said. The US | Australia. US officials hi ype à success- 
portance of port visits,” a New Zea- | has large surpluses of dairy products, | ful accommodation with Wellington 
land diplomat said in an interview. | and both the US dairy lobby in con- | on port access might halt such momen- 
Citing recent polls in New Zealand, in | gress and officials of the US Depart- | tum. But US officials say that the 
which a majority said that visits by nu- | ment of Agriculture have refrained Reagan administration will not begin 
clear-powered ships would be accept- | from dumping them on the world mar- | to consider any bilateral moves to en- 
able if it was technically demonstrated | ket — to the benefit of New Zealand | hance cooperation with Australia if 
that they were reasonably safe, a well- | and other countries. This has been due | Wellington pursues policies Washing- 
placed source said: “If Lange turns the mostly to pressure from the State De- | ton views as inimical to the health of 
nuclear-propulsion issue into a techni- | partment and the Pentagon. Anzus. g 
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The US 7th Fleet: the Defence Ministry will vet the vessels to visit. 


nuclear-ship visits to New Zealand | National Party has strongly argued the | another elected in New South Wales. 
ports. Lange, while stating bluntly | line that the Labour government's nu- For international support, Lange 
that the policy cannot be negotiated, | clear stance could damage New Zea- | has looked farther afield to Denmark 
and elevating it to a "moral" stance, | land's trading interests, as well as put- | which has managed within Nato to 


pm 
-— — db 


has tried so far to achieve his ends by | ting its security at risk. | deny nuclear-ship visits, and to Japan 

soft-pedalling the conflict and looking The government argues thatsecurity | which has stuck to a non-nuclear po- 

for sleight-of-hand formulas. depends not on nuclear capability, but | licy while in association with the US. | 
He refused to countenance calling | on nuclear elimination. In his state-of- It is this very point — at least as seen | 


off tripartite Anzus exercises in Oc- | the-nation address, Lange put it thus: | from Wellington — which appears to 
tober 1984, for example. More re- | "Our interest is in the security of the | have worried the US most. New Zea- 
cently, he has emphasised the positive | South Pacific, and wecannot besecure | land is intrinsically of little impor- 
side of visits by non-nuclear-powered | if the region becomes the focus of | tancetothe US strategically — though 
and non-nuclear-armed vessels, argu- | strategic rivalry between the nuclear | it has an important stabilising influ- 


ing that the government will allow | powers. The South Pacific nuclear | ence among South Pacific mini and 
visits only by ships assessed by the De- | weapons-free zone is essential to New | micro states. But symbolically, the US 
fence Ministry to beinthat category — | Zealand's security." cannot allow New Zealand to be in a 
a diminishing proportion of the US 7th This stance has put New Zealand | nuclear-free alliance with it, for fear 


Fleet. offside with its fraternal Australian | that more important states, such as 
Labor Party government, which has | West Germany, Britain and Australia 
|. edis of statements by US con- | strongly endorsed ^X Anzus and | might feel free to go the same route. 

gressmen and administration offi- | explicitly ^ welcomed. nuclear-ship It is this which has caused specula- 
cials have linked, either explicitly or | visits. And it helped embarrass Labor | tion in Wellington that the US might 
implicitly, ship visits to New Zealand's | Prime Minister Bob Hawke in his | fragment Anzus. Lange would prefer 
cause in trade matters, both in poten- | re-election campaign in late 1984 | that the US doit rather than New Zea- 
tial low-price selling of surplus Ameri- | when some Labor supporters deserted | land, but he also believes that Anzus 
can dairy products and in stopping | the party for the Nuclear Disarma- | should not break up. His problem is 
protectionist moves aimed against | ment Party in the senate elections, | how to keep harmony between his 
New Zealand agricultural exports to | putting one candidate of the newly | party's “non-negotiable” anti-nuclear 
the US — mostinotably casein, the pri- | formed group into the senate from | position and the US insistence on nu- 
mary protein in milk. The opposition | Western Australia and nearly getting | clear-ship visits. 
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Welcome to the club 


Nakasone accepts Anzus — set up to allay fears of a 
resurgent Japan — as a keystone of the Western alliance 


By Hamish McDonald in Sydney 


alks during a week-long Pacific 

tour by Japanese Prime Minister 
Yasuhiro Nakasone have quietly reaf- 
firmed Japan's approval of the Anzus 
defence pact linking Australia and 
New Zealand with the United States, 
and implicitly linked Tokyo with the 
US position on the sharpening dispute 


- over New Zealand's new ban on port 


© calls by nuclear-armed and -powered 


ships. 

In his private talks with Australian 
Prime Minister Bob Hawke and New 
Zealand Prime Minister David Lange, 
the Japanese premier stressed a need 
for unity among members of the 


- "Western alliance," making it plain he 


— saw the two Australasian nations as 


p ~ 
h 


significant members of the line-up. 

Nakasone did not directly urge 
Lange to modify his position. Nor did 
he carry any message from his meeting 
with US President Ronald Reagan ear- 
lier in January, according to a senior 
Japanese Foreign Ministry official. 
However, New Zealand opposition 
leader Jim McLay quoted Nakasone as 
saying he hoped US-New Zealand dif- 
ferences would be resolved “quickly 
and amicably,” a view presumably put 
to Lange as well. 

Strategy aside, Nakasone has some 


domestic political interest in seeing 
New Zealand brought back into line, 
officials in Canberra said. Should 
Lange “get away with" New Zealand's 
rigorous stand, opposition parties in 
Japan could only be encouraged in 
their pressure for Japan to seek more 
specific assurances under its three 
"non-nuclear principles" — the third 
of which bans the introduction of nu- 
clear weapons to its territory. 

In its application of the policy, Japan 
officially takes Washington's word 
that it "respects" the three principles 
as assurance enough that warships 
making port calls are not nuclear- 
armed. 

In his public statements, Nakasone 
was careful to show a dove-like profile 
to the Pacific. He stated that Japan 
would not now proceed with plans to 
dump drums of low-level nuclear 
waste into an ocean trench just south 
of its Ogasawara Islands while opposi- 
tion remains among Pacific states. This 
marks a shift from the previous posi- 
tion that Japan would try to win re- 
gional consent before dumping. He 
also pledged Japan would work with 
Australia in diplomacy on nuclear dis- 
armament. 

This approach hid the irony of a Ja- 


A new new order 


Japan has virtually dropped its Pacific Basin community idea, 
and the emphasis now is on less formal cooperation 


By Bruce Roscoe in Tokyo 


D uring his recent tour of five Pacific 
countries — the United States, Fiji, 
Papua New Guinea, Australia and 
New Zealand Japanese Prime 
Minister Yasuhiro Nakasone made 
some positive noises about the concept 
of Pacific Basin cooperation. Japan 
would respond positively to concrete 
initiatives from Asean, and other small 
countries in the region, which would 
give substance to the concept, he said. 

Indeed, Nakasone's choice of desti- 
nations for the tour, following his trip 
to the six Asean capitals last year, may 
well have underscored his personal be- 
lief in the emerging reality of a "Pacific 
Century." 

In the space of five years, Japan has 
all but turned away from the creation 
of a Pacific Basin community — a po- 
licy platform that had the potential to 
deliver it from the shameful image of a 


nation whose international status 
would always be measured solely by its 
economic performance. 

The Japanese Government adopted 
the idea of promoting an international 
Pacific-wide organisation largely from 
a proposal to a Pacific Basin Economic 
Council meeting in Los Angeles in 1979 
for the formation of a Pacific Econo- 
mic Community. 

The concept recognised that the 
Pacific Basin contained the world's 
fastest-growing economies, each 
stimulating growth of others within, 
not outside, the region, which itself 
was quickly succeeding the Atlantic as 
the centre of global trade, investment 
and tourism. 

But the official press material pre- 
pared for Nakasone's visits deliber- 
ately avoids mention of the phrase 
"community concept" as though the 
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T1951 to placate 
Australasian fears about a vesurgent 
Japan. But otherwise Nakasone’s 
strong personal presence served to 
underline Japan's emergence as a poli- 
tical partner for the region as well as a 
trading one. 

In his major speech of the tour, de- 
livered in English at the National Press 
Club in Canberra on 16 January, 
Nakasone drew together the elements 
of Japanese policy on the intermit- 
tently discussed idea of Pacific Basin 
cooperation. He agreed with Hawke 
that "realistic gradualism" should be 
the keynote, and made it clear the con- 
cept would advance or stand still at the 
pace set by the members of Asean. 

"In such cooperation it will be the 
role of the more advanced countries to 
respect fully the initiatives of other 
countries and to support those initia- 
tives for establishing a foundation for 
regional cooperation and develop- 
ment," Nakasone said. “Japan would 
be happy to respond to the initiatives 
of the Asean countries and other coun- 
tries of the region by extending every 
possible cooperation to their concrete 
proposals." 

Nakasone said such cooperation 









words were now an embarrassment. 
When Nakasone's predecessor, 
Masayoshi Ohira, went to Australia 
and New Zealand as recently as 
January 1980, Japanese official, busi- 
ness and scholastic references to 
Japan's role in building a "Pacific 
Basin community" were numerous. 

Ohira had dropped the word “econo- 
mic." Nakasone has deleted the term 
"community." Now there is as much or 
more talk on the theme of “Pacific co- 
operation." The difference is impor- 
tant, for the community concept would 
have required Japan to commit itself to 
a specific foreign-policy direction. 

A month before Nakasone's latest 
overseas journey a director of the 
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should not take a political or military 
character, nor should it be exclusive. 
“The dynamism of the Pacific region 
should be a beneficial stimulus to the 
world economy as a whole, and we 
should on no account think in terms of 
the Pacific vs the Atlantic, or Asia vs 
Europe,” he said. 

Talks with his host governments 


tended to take on a more mundane as- | 


pect as leaders tried to nail down 
specific economic issues while they 
had the undivided attention of a Ja- 
panese prime minister on their own 
ground for the first time in five years 
In whistle-stop visits to Fiji and Papua 
New Guinea, Nakasone pledged new 
assistance for development projects 
(REVIEW, 17 Jan.), while in Australia 
and New Zealand his hosts concen- 
trated on the subject of access for their 
products to Japanese markets. 

In Australia, Nakasone told Hawke 
in private talks he would do his "level 
best" to maintain Australia's share of 
Japanese markets, Australian officials 
said, and he specifically mentioned the 
key commodity items of coal, iron ore, 
aluminium and beef. He also promised 
specific efforts to follow up recom- 
mendations by import promotion mis- 
sions last year on ways of increasing 
Australian sales of manufactures and 
services to add growth to a now-stag- 
nant commodity trade. 

Nakasone did not repeat this pledge 
in public, however. He and his officials 
stuck to the more ambiguous wording 
that Australia's "position" in Japanese 
markets would not suffer as Japan 
came under pressure from partners 
such as the US and China to direct 
commodity purchases their way. p 
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Foreign Ministry denied that the prim« 
minister's visit would embrace any 
theme common to the interests of the 
host countries. Yet as Nakasone left, 
the government issued a series of pro- 
nouncements heralding a new era in 
Japanese “cooperation” towards 
Pacific rim countries» Obviously this 
was to become the slogan of the prime 
ministerial tour, just as “community 
concept” to some appeared to have 
been taken out and dusted off in time 
for the Ohira mission. 


fficials privately are taking the 

view that while Japan is “coope- 
rating” —this word flows very loosely 
from Japanese lips — with the Pacific 
nations, at thesame time it is cooperat- 
ing to an equal extent with all regions 
in the world: This signifies not only 
a change in but an actual reversal of 
policy. 

Nakasone last November began a 
televised speech: by saying: “The 
Pacific era is a historical inevitability.” 
This address, as the opening shot im- 
plies, played. down the possibility of 
Japan taking any active role in forming 
a community. Japan, in other words, 
would excuse:itself from formulating 
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ent as a matter of course. 

Nakasone gave reasons for this 
hands-off attitude — chiefly concern 
over Asean’s ungenerous perception of 
Japan’s motives, with World War II in 
mind. “The question of Japan's role is a 


- very delicate issue,” Nakasone said. 


“We should remember that some still 
might worry about a return to the 
Greater East Asia Co-Prosperity 
Sphere.” In other words, any regional 

litical initiative by a larger power, 
but especially by Japan, would be seen 
as an overt attempt to dominate lesser 


| powers. 
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It could also displease Europe, 


— which might suspect that Japan in- 
_ tended to dominate the Pacific region, 
Nakasone said. 


Worry over how Europe may view 


A Japanese foreign policy with regard to 


the Pacific community is a new item on 


4 the list of Japan's reservations. It is a 
= curious diversion, giving weight to the 
— belief — not widely held but nonethe- 


less not altogether incredible — that 
Japan now considers itself "too inter- 
national" to be bothered with regional 


~ initiatives that in any case only 
backfire by reviving anti-Japanese 


* = 


sentiment among victims of Japan’s 


wartime imperialism. 


ta 


LES 


is the tombstone of hopes for a positive 
_ Japanese role in community building, 


If the predominance of this outlook 


_ Japan is in good company with the US. 


— Mainstream American thinking on the 


E" a4 


- community concept is tending to dis- | 


sent on the grounds that such a com- 


— munity would antagonise the univer- 
- salist approach taken by the General 


Agreement on Tariffs and Trade, the 


International Monetary Fund and, to a 
lesser extent, the Organisation for 
Economic Cooperation and Develop- 
ment. Institutions such as these, dis- 


senters argue, are slowly but surely 


achieving steps towards a global free- 
trade area. 

As if to echo the US position, 
Nakasone concluded his speech thus: 


_ “I think it is wise to move gradually in 


— line with the wishes of the Asean and 


other countries, not under the leader- 
ship of countries such as Japan and the 


. United States, but [with] their finan- 


cial and technological assistance. " 


n stressing the "wishes of Asean," 

Nakasone in effect was making 
amends for his predecessor's startling 
neglect of Asean members. Ohira had 
promoted a Pacific community that at 
times appeared to limit inclusion prin- 
cipally to Japan, the US, Canada, Aus- 
tralia and New Zealand, which sorely 
rankled Asean. Foreign Minister Shin- 
taro Abe now not only makes a point of 
referring to Asean in mention of re- 
gional development plans but also is at 
pains to stress that any grouping must 
beopen to countries outside the region. 

This is regretted by some observers. 
It suggests Japan has taken Asean 





genuine expression of concern than the 
political hyperbole of Asean leaders 
that is an era out of date. And it means 
Japan is likely to remain the hermit 
crab of US foreign policy. 

When talk of the community meant 
something to Japanese leaders in the 
late 1970s, it seemed as though Japan 
had found a foreign-policy niche it 
could call its own. 

Ohira in 1979 had set up the Pacific 
Basin Cooperation Study Group 
which, though a private body, had 
quasi-official status. It was led by Sab- 
uro Okita, whom Ohira later in the 
year appointed foreign minister. In the 
same year this group produced an in- 








interest of a more cohesive inter- 
relationship among Pacific states. 

Some of the goals would have neces- 
sitated sweeping changes in domestic 
policy. The report recommended, for 
example, that Japan do its bit in cul- 
tural swaps by making its universities 
drop their ban on the hiring of foreign 
professors. Foreign students' admis- 
sion into Japanese universities would 
have been made easier and the univer- 
sities would begin studies in Pacific 
matters, an area "largely neglected,” 
the report said. 

Unfortunately, the impetus for such 
domestic reforms is now not nearly so 
high. Many officials have put the com- 


A word in your ear . 


After months of study, the US has defined a policy on the 
Philippines and has told Marcos what it would like to see 


By Nayan Chanda in Washington 


fter nearly six months of inter- 

agency reviews of the Philippine 
situation, United States President 
Ronald Reagan signed in early January 
a national security directive calling 
for continued pressure on President 
Ferdinand Marcos for democratisation 
of the country and economic and mili- 
tary reforms. 

While Assistant Secretary for East 
Asian and Pacific Affairs Paul Wol- 
fowitz carried Reagan's personal letter 
to Marcos on this theme, Assistant Sec- 
retary of Defence Richard Armitage 
visited Manila to stress the need for 
military reform in order to obtain US 
military assistance. In a bid to prepare 
for the post-Marcos era, the Reagan 
administration has also 
intensified its contact 
with various opposition 
leaders. 

While Wolfowitz met 
Corazon Aquino, the 
widow of assassinated op- 
position leader Benigno 
Aquino, and Archbishop 
of Manila Cardinal Jaime 
Sin during his trip to 
Manila, senior adminis- 
tration officials in Wash- 
ington have been meeting 
a steady stream of Fili- 
pino opposition  politi- 
cians, among them Jovi- 
to Salonga. Such meet- 
ings included an un- 
publicised talk between 
Vice-President George 
Bush and Philippine op- 
position leader Salvador 
Laurel. 

Sources said that though 
Reagan's directive did not 
contain any change in the 








policy that has been pursued since the 
beginning of the crisis with the murder 
of Aquino, Marcos' recent poor health 
has introduced a new sense of urgency 
in working for a stable and peaceful 
transition of power. While Marcos has 
pulled out of his latest bout of illness, 
his general health is believed to be still 
declining. 

During his recent meetings with vis- 
iting US officials, Marcos, according to 
a source, appeared “rather unwell and 
frail, though his mind was OK." Mar- 
cos' poor health has spawned rumours 
in Manila about the likelihood of an 
early presidential election, not due 
until 1987. 

The anxiety about Marcos' health, 
the possibility of palace 
manoeuvres to make his 
$ wife Imelda president or 
zto call a snap election 
with her as the candidate 
of the ruling Kilusang 
Bagong Lipunan party, 
provide the backdrop 
against which US policy- 
makers are trying to chart 
their own course. In his 
letter to Marcos, Reagan 
urged him to broaden his 
political horizon and 
strengthen democratic in- 
stitutions. 

In order to make the 
point public, the US State 
Department issued a cor- 
rection to one passage in a 
version of the letter “leak- 
ed” in Manila. According 
to the State Department, 
Reagan said his adminis- 
tration “supports strongly 
the efforts of you and your 
government, working with 
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— sometime in "he i P cen: 
tury. wa a result, Japan also appears 
less prepared to regard smaller Pacific 
States as equal partners in the spirit 
that a community would have nur- 
tured. Smaller Pacific nations are 
complaining these days that it is be- 
coming increasingly difficult to bend 
Japan's foreign-policy ear away from 
Washington and into their own do- 
main. 
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wo specific policy areas for coope- 
ration, however, are beginning to 
emerge. The most concrete is what 
Japan calls *development of human 
resource potential" — in other words, 





all Filipinos of moderate 
political views, to re- 
vitalise and strengthen 
your democratic insti- 
tutions.” 

The Manila’ version 
had deleted the clause 
“working with all Fili- 
pinos of moderate poli- 
tical views.” The letter 
is also reported to have 
urged Marcos to ensure 
a free electoral process, 
create the basis for 
long-term economic 
growth by structural 
economic reforms and increase profes- 
sionalism in the army. 

In their talks with Marcos, both Ar- 
mitage and Wolfowitz were more 
explicit than the diplomatically 
worded letter from the president. 
Administration and congressional 
sources say that the US has made 
known its desire that Gen. Fidel Ramos 
be confirmed in his current position as 
acting armed forces chief of staff, as he 
has been making a successful attempt 
to cut dead wood from the army and 
improve discipline. 

By calling for military reform, said 
one source, the US in fact is asking that 
Gen. Fabian Ver — on indefinite leave 
pending the settling of charges against 
him brought by the Agrava board 
which investigated the Aquino murder 
— should not be reinstated in this posi- 
tion because "Ver and his men in the 
army are part of the problem." 

The US officials seem to have argued 
that the return of Ver — after, as ex- 
pected, he is cleared of the charges — 
would send à wrong signal and that the 
US administration might face diffi- 
culty in obtaining congressional ap- 
proval for necessary military assist- 
ance. Exclusion of Ver from command 
is also seen aS a guarantee against a 
possible attempt by Mrs Marcos to se- 
cure power. Her close association with 
.Ver and her continued campaign 
against Ramos dre sources of concern. 

In the casé'tháàt Marcos steps down 
for reasons of health and puts forward 
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The second — - and moet erating — 
field is telecommunications. Japan 
will not confess to a policy of using its 
telecommunications expertise to bring 


solidarity to the region by shrinking it. 





MEE T 


But the idea is gaining momentum | 


among Japanese leaders. Already three 
proposals àre in the air. These were 


| the Asia-Pacific Telecommunity and ] 


contained in a paper by the chairman | 


of the ruling Liberal Democratic 
Party’s communication policy com- 
mittee, Tetsuo Kondo, to the Pacific 
Democrat Union meeting in Tokyo this 
month. 

Kondo, noting that Pacific trade ac- 
counts for one-sixth of world trade 
while Pacific regional communication 


Wolfowitz with Sin: need for militery reform. 


his wife as a candidate, the US would 
press for a free election. "If there is no 
fraud," said a congressional source, 
"Imelda facing the presidential elec- 
tion may not be a bad thing. If the re- 
sults of the last parliamentary elec- 
tions in Metro-Manila [of which Mrs 
Marcos is governor] are any indicator, 
she would be trounced." The US offi- 
cials are understood to have urged 
Marcos to expand the Commission on 
Elections and strengthen the citizens' 
watchdog group Namfrel to ensure a 
free and fair electoral process. 


S officials invariably speak highly 

of Ramos' ability and initiative and 
would like to ensure a freer hand for 
him in general in his effort to grapple 
with the country's communist in- 
surgency, In an unusually critical re- 
mark made in the capital of an ally, 








Wolfowitz pointed out during à press | 


conference that there was "need for re- 
form within the Philippine military to 
stop abuses against civilians so the 
armed forces could be more effective in 
combating the rising communist in- 
surgency in the Philippines." 

He added: "One can't be effective in 
that effort [of containing insurgency] 
unless there is strong discipline and 
strict control over mistreating of civi- 
lians.” Such public criticism of the 
Philippine military was coupled with 
private blandishments about the diffi- 
culty of obtaining military aid from the 
US Congress if there were no reforms. 
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nology Exchange.” 

The second proposal calls for the 
creation of a Pan-Pacific Telecom- 
munications Organisation with © 
broader-based objectives than thoseof ~ 


Pacific Telecommunication Council 
Third is nothing less than a Japanese 

University of the Air. This would beam ~ 

technical-training broadcasts to re- 


mote Pacific locales. Kondo admits 


such balloons may turn to lead. But 


V 
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while the initiatives are airborne, ~ 


Japan's ever-wary neighbours may 
consider according them a fair hear- 


ing. o 


r 


Both Armitage and 
Wolfowitz reportedly 
held out the possibi- 


tary assistance to the 
Philippines if ste 


direction. US defence 
officials have said the 
military-aid package 
for fiscal year 1986 
could see a modest in- 
crease over the US$85 
million asked for by the 
administration for fis- 
cal 1985. 

Sources said that Wolfowitz also had 
expressed concern about slippage in 
the Philippines’ compliance with In- 
ternational Monetary Fund con- 
ditionalities and the slow pace of 
promised economic reforms. Sources 
said that Manila's failure to meet cer- 
tain conditions has led to foreign credit 
being held up. “We do not believe,” one 
State Department official said, “the 
Philippines can resolve its political 
difficulties if the economy is unsta- 
ble.” 

While pressing the Marcos regime 
for reform and constitutional transi- 
tion, Washington has been quietly urg- 
ing opposition leaders to unite and 
present a single candidate in the presi- 
dential election when it is announced. 
The US, noted a diplomatic source, is 
“very concerned not to give the ap- 
pearance of backing any candidate, 
for that would not only harm the 
candidate but also could bring an anti- 
American backlash." The officials 
have thus adopted the policy of main- 
taining cordial relations with all mod- 


| erate political groups and individuals 


even if some are more liked than 
others. 

With the Philippines entering into 
the twilight zone of transition, the US 
has embarked on some high-wire dip- 
lomacy — attempting the apparently 
contradictory feat of ensuring the 
stability of the Marcos regime while 
impressing upon the divided opposi- 
tion its friendly neutrality. 
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Mahathir sharpens up Malaysia’s foreign-policy profile 
but at a cost of bemusing its island neighbours 


By James Clad in Kuala Lumpur 


ndonesians have a proverb that nice- 

ly sets out the difference between big 
hopes and trivial performance: “Cecak 
nampak buaya” — a house lizard 
comes on like an alligator. And while it 
would be too harsh to describe Malay- 
sian foreign policy as vainglorious or 
self-important, sometimes its Asean 
partners and others further afield 
wonder if Kuala Lumpur has sorted 
out its foreign-policy priorities. 

The renewed interest in Malaysia's 
foreign policy since 1981 mainly re- 
sults from the high profile of one man: 
Prime Minister Datuk Seri Mahathir 
Mohamad. More than his predecessors, 
Mahathir has formulated a coherent, 
almost ideological view of his coun- 
try’s place in the world. And much 
more than his predecessors, he has no 
hesitation in offering opinions about 
matters lying outside “traditional” 
Malaysian concerns. 

Tan Sri Ghazali Shafie was replaced 
as foreign minister by Tunku Ahmad 
Rithauddeen in last year's 14 July 
cabinet reshuffle, and while his re- 
placement has a reputation for a 
steady — if less colourful — approach 
than his predecessor, no one doubts 
Mahathir sets the pace in Malaysian 
diplomacy, giving his country argu- 
ably the most diversified and vibrant 
foreign policy of any Asean state. 

Mahathir has cultivated small 
Pacific-island states (REVIEW, 10 Nov. 
83), offering them training and aid. He 
has sought new investment ties with 
Islamic countries (REVIEW, 29 Mar. '84) 
and projected non-aligned or self-con- 
sciously "Islamic" viewpoints on many 
non-regional issues, such as convening 
a regional conference on Palestine in 
Kuala Lumpur in 1982. He has pro- 
posed "internationalising" the An- 
tarctic continent and, with Ghazali, 
offered to mediate in the Gulf war. 

In traditional relationships also, 
Mahathir's hand became increasingly 
visible during the early 1980s; not only 
did Britain, the former colonial power, 
or China, the "long-term threat to 
Southeast Asia" take public scoldings, 
but even the Americans and Japanese 
received prime ministerial flak, mainly 
for trade or commercial restrictions. 
Meanwhile, some lesser and "non- 
traditional" players such as Italy, 
Romania and Brazil have received en- 
couragement in cultivating a small but 
growing commercial stake in Malaysia. 
Italy and Romania have concluded 
technology-transfer agreements, while 
Brazil has negotiated a large deal to 
barter petroleum for pig iron. 

More quietly and on a different di- 
mension, the Soviet Union has been re- 


pairing relations with Kuala Lumpur. 
During 1984, asenior Foreign Ministry 
official, Anatoli Zaitsev, visited Kuala 
Lumpur. Mahathir decided to send a 
Malaysian air force delegation, accom- 
panied by Foreign Ministry officials, to 
Moscow in November to study a possi- 
ble purchase of Soviet military 
helicopters — justified as a move to 
redress the trade imbalance between 
Malaysia and the Soviet Union. 

In October, Kuala Lumpur's Insti- 
tute of Strategic and International 
Studies, a semi-official policy analysis 
body, quietly held a Malaysia-Soviet 
Union symposium with officials from 
the Soviet Academy of Sciences. A 
similar exercise with Vietnamese spe- 
cialists will be held early in 1985. 
Other foreign-policy departures dur- 


ing 1984 came in September when 
Rithauddeen urged the creation of an 
Asean-region, nuclear-weapons-free 
zone as a "first step" towards realising 
Malaysia's old goal of a Southeast 
Asian zone of peace, freedom and neu- 
trality (Zopfan). 

On issues closer to home, Mahathir 
also has charted new directions, some 
of them not completely understood by 
neighbouring states. One scholar at 
Singapore's Institute of Southeast 
Asian Studies wrote recently that 
Mahathir's regional policies show 
"good intentions and energetic execu- 
tion... counterbalanced by sentiments 
generating suspicion, if not open dis- 
cord" among the Asean states. One 
cause of this, he suggested, could be 
Mahathir's *abrasive-style leadership.” 

Mahathir's "preference for resolute- 
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pur apart from the more accommodat- 
ing traits of its neighbours," has been 
evident in his attitudes to Asean eco- 
nomic collaboration. For example, in 
1982, Malaysia effectively bowed out 
of Asean motor-industry complemen- 
tarity plans in favour of a national-car 
project. In regional-security matters as 
well, Malaysia's leader does not always 
defer to Asean. In Canberra recently he 
said: “Asean is not the only way to 
achieve peace, security and stability in 
Southeast Asia. Other means have 
been utilised, including our pursuance 
of Zopfan." 

All this makes for a lively foreign 
policy, and one that increasingly 
adds substance to Malaysia's claim of 
non-alignment. Moreover, tangible re- 
sults (such as the agreements with 
Romania or Brazil) are beginning to 
appear even though Mahathir's poli- 
cies will need decades before major 
changes to trade or investment pat- 
terns occur. 

Most diplomatic sources say that be- 
neath the Mahathir dynamism, how- 
ever, Malaysia's foreign policy con- 
tinues along a 
well-worn groove. 
“Despite his repu- 
tation for direct, 
even ruthless ac- 
tion,” one dip- 
lomat said, 
“Mahathir be- 







lieves in the 
gradualist ap- 
proach.” 

ne question 


must remain: 
how many of 
Mahathir’s initia- 
tives have gener- 
ated much domes- 
tic support or even 
interest? A mixed 
answer emerges 
from senior 
journalists, 
academics, re- 
search institute 
staff and senior 
Foreign Ministry contacts. Younger 
ministers in the United Malays Na- 
tional Organisation (Umno), the lead- 
ing partner in the ruling National 
Front coalition, seem almost uniformly 
to believe that Mahathir has set Malay- 
sia in the right direction. They admire 
his shrugging off what they regard as 
colonial vestiges of the country's dip- 
lomacy, his willingness to think out 
traditional relationships and his dis- 
position to treat even long-time friends 
in a practical, business-like fashion. 
Khoo Kay Kim of the University of 
Malaya wrote recently that Mahathir's 
appeals to the younger generation of 
Umno intellectuals as an "alternative 
to the past leadership Which they con- 
sider effete and outdated.” 
Malaysia's Islamic identity and non- 
aligned posture was reinforced by a 
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July visit by Palestine Liberation Or- 
ganisation chairman Yasser Arafat, 


who was welcomed in Kuala Lumpur | 


within days of the departure of United 
States Secretary of State George 
Shultz. Arafat's attack on “American- 
Zionist imperialism” at an unpre- 
cedented government-sponsored rally 
in Kuala Lumpur (REVIEW, 9 Aug. 84), 
received banner headlines in heavily 
pro-government newspapers. 

Another foreign dimension to Ma- 
laysia's Islamic identity is found in the 
uneasy relationship with Iran. Kuala 
Lumpur welcomed diplomatic rela- 
tions with Teheran for commercial and 
pan-Islamic reasons, but has insisted 
on a correct relationship because of the 
destabilising influence of lran's Is- 
lamic revolution on local religious fun- 
damentalists. 

The domestic dimension to Malay- 
sia's relations with China is clear. 
Mahathir, who. is planning a visit to 
Peking this year, has been at pains to 
remind China of the leadership's con- 
tinuing determination to prevent too 
close contact between the 5 million 
Malaysian-Chinese and their country 
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Dees! 
Mahathir in Washington: foreign dimensions. 
of ancestral origin. While the govern- 
ment studies ways to ease restriction 
on trade to China, it also still points to 
continuing support from Peking for 
the illegal Malayan Communist Party. 
Another foreign initiative with domes- 
tic implications is Mahathir's "Look- 
East policy," aimed at emulating Ja- 
panese — and South Korean — indus- 
try. Yet Mahathir has also hit out at 
Japan's restrictive trade practices. 

In Malaysia's short history, succes- 
sive foreign policies have reflected the 
personalities and preferences of suc- 
cessive prime ministers. The periods 
1957-70 (Tunku Abdul Rahman), 
1970-76 (Tum Abdul Razak), 1976-81 
(Tun Hussein, Onn) and the present 
post-1981 era, with Mahathir all show 
clearly the stamp of the ruling prime 
minister oO 
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In Manila 


Whether you're on business or 

on holiday, vou deserve the kind 

of service that comes even before it-is 
asked. Fine accommodation, superb food, 
drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to vour smallest 
needs. And of course, a comprehensive 
Business Center to competently 

work for vour business. That's 

why we invite you to our hotel. 
Certainly, we alwavs look 

forward to offering you the 

Intere Continental advantage 


IHE ADVANTAGE IS INTER: CONTINENTAL 


HOTEL INTER: CONTINENTAL MANILA 


Ayala Avenue, Makati; Tel. 815-97-11; Telex: RCA 23314 ICH. PH 
For reservations call: Hong Kong: 5/243081; Tokyo: 2150777 
Singapore: 2202476; Osaka: 2640666 
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one in which a great sense of relief 


— and relaxation is combined with con- 


tinuing anxiety about the future. The 


. sudden passing from the scene of 
— former prime minister Indira Gandhi 


of 


seems to have provided the sense of re- 
lief: everyone seems to breathe freely 


~ once again, act more normally, carry 


out their duties on the basis of ordinary 
‘standards. There is less fear in the air, 


less need to look over one's shoulder, 


less worry about what “the leader” 


— might think or say. 


Towards the later part of her tenure 


—as prime minister, Mrs Gandhi had be- 


f 


come a virtual tyrant under whom no- 
thing seemed to grow, no one in any po- 


— sition seemed to be able to perform on 


"^ 


the basis of his own impulse or experi- 
ence or skill, and few could show the 


- courage of their own convictions. 


— Sychophancy had grown beyond 


A 


had grown increasingly distant, every- 


limits, the leader’s touch with reality 


— thing became distorted, with the result 


y 
* 


4 


that scruples were at a discount, the 
power of rogues increased and the only 
available positions that existed were 


—filled by corrupt, criminal, crooked 


‘and communal elements. Her death 


was shocking, cruel and heinous, but 
few seem to mind and many even seem 


- to feel better, though no one would 
admit this. 


They might have if she had died a na- 
tural death, clearly would have if her 


— removal was brought about politically, 
— though given the nature of the opposi- 
tion, nothing short of death would 


hJ 
L 


have removed Mrs Gandhi from the 


— scene. The analogy is a bit far-reaching 


0 


was so big 


but the situation is somewhat like in 
the Soviet Union after Stalin's death. 
Yet unfortunately the opposite is 
also true. India without Indira — can 
one even begin to conceive how it will 
take shape? The shadow of Mrs Gandhi 
and pervasive that 
its removal has produced a veritable 
"vacuum. While on the one hand a great 
burden seems to have been lifted, no 
thinking Indian can look at the future 
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without being filled by a deep sense of | 


concern bordering on anxiety. 
For one thing, there is likely to be 
great uneasiness about the precise lo- 


— cation and distribution of authority. 







There will be no centre to look up to, no 


one with that sure touch, no clearindi- + 
~ cation of the identity and interests of | 


the power elite. India is a big country 
with so many interests already en- 
trenched that there is little room for 
manoeuvring a basic change. 

And yet in the hands of a leadership 
that has been pushed into position not 
of its own volition, but by a strange 


The centre and the challenge 
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stroke of unexpected luck, it is not 
clear whether there exists an adequate 
perception of the interests at stake and 
the ways of shifting them around. So 
that neither the existing alignment of 
interests will feel secure (and are likely 
to adopt desperate measures), nor 
will new interests representing a, new 
set of ideas and policy preferences 
know just how to go about their tasks. 

This will be particularly so because 
of the virtual disappearance of another 
pillar of the former power structure — 
the national opposition. The political 
process under Mrs Gandhi was charac- 
terised by a continuing interplay (in- 
creasingly leading to confrontation) 
between her and the national opposi- 
tion. Now both seem to have disap- 
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Sikhs in Punjab: problem states. —— 
peared. It is thus a double vacuum. 
This may look fortunate momentarily 
for the ruling group, who may even 
have wished this to happen. 

In fact, it is not fortunate even for 
those in power, not to mention the 
larger system. The role of the national 
opposition was not only to oppose the 
government, it was also to articulate 
the people's grievances, consolidate 
new demands and interests which then 
can be directly dealt with by the gov- 
ernment (and often co-opted in estab- 
lished structures). It was also to pro- 
vide a sounding board through which 
new ideas and proposals from the far- 
flung constituents of a large polity 
such as India's could be tried out and 
grievances ventilated. 

The 1984 election has produced vir- 
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tually a one-party state in large parts 
of the country, challenged at the same 
time by regional upsurges in critical 
and sensitive areas which have consi- 
derable vitality and staying power. 
How is the regime to deal with the is- 
sues of Punjab and Assam, the aliena- 
tion of large parts of the south and the 
east where regional, communal and 
ethnic formations have emerged in the 
wake of disillusionment with the Con- 
gress which has increasingly ceased to 
be a federal party? The problems of 
Kashmir, Sikkim and Tripura also 
need addressing. 

The climate of confrontation and 

violence and harsh positions on all 
sides to which the last few years of Mrs 
Gandhi gave rise, undermined the cre- 
dibility of both such a leader and such 
a system. One was shot down by 
; assassins: the other by. an an- 
xious and insecure electorate 
which gave to Rajiv Gandhi a 
big sweep to power without the 
institutional. wherewithal to put 
it to use, to translate his very well- 
meaning intentions into concrete out- 
comes. 


, 


his is an issue that will stare the op- 
position as much in the face as it 
will the Congress; in fact more so. For 
the national opposition, quite apart 
from the body blows dealt it by Mrs 
Gandhi's aggressive postures — and 
the electorate's deep.sense of insec- 
urity, also largely instilled by her — 
has so thoroughly discredited itself 
that there is little scope for it to recover 
from the collapse that it has suffered. 
Given the total failure to sense the 
mood of a country ravaged by deep 
schisms and in need of a genuine alter- 
native to an aging and tired opposition 
leadership. the unity parleys carried 
out in splendid isolation by that very 
leadership was bound to bring upon it- 
self, and the parties it presided over, 

the disaster that ultimately visited it. 
But while this has happened to the 
national opposition (constituted so far 
by the centre parties), another radical 
shift in the distribution of power in the 
polity has occurred, namely, the con- 
solidation of major regional parties 
(including so-called national parties 
that have achieved regional consolida- 
tion). This has happened in Andhra 
Pradesh, the Kashmir valley, Sikkim 
and Tripura where the Congress and 
its allies received very major setbacks. 
And in West Bengal where, despite 
important losses the Communist Party 
of India-Marxist — now basically a 
West Bengal/Tripura party — was able 
to hold on. The Janata' Party; which has 
become basically a Karnataka party, 
: » (N38 iM 
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also suffered many 
losses but in fact 
gained ground and 
wil probably do 
better in the forth- 
coming assembly 
elections. And in 
Tamil Nadu and 
Kerala the Congress has come in by es- 
sentially giving in to regional and com- 
munal parties. 

In short, the whole of the south, large 
parts of the east (West Bengal, Tripura 
and Sikkim) and Kashmir provide evi- 
dence of a different kind of alignment 
than is suggested by the “wave” for 
Congress and against the national op- 
position. Add to this the problem states 
of Punjab and Assam, and the picture 
becomes quite different. 

When one combines the large chal- 
lenge posed by the disappearance of 
Mrs Gandhi, and the party system as it 
operated for more than 30 years, to this 
regional and communal upsurge — the 
Congress itself owes its wave to an im- 
mense communal backlash of the Hin- 
dus, especially in northern India — one 
can gauge the nature of the transition 
to a new generation of Indian politics. 

It is fundamentally a transition from 
a secular and unitary model of a na- 
tional polity to one in which both re- 
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€ The basic challenge is td 
resolve the raging disputes 
between the centre and the 
states... and contain the 
communal and chauvenistic 
drives that gained momentum 
under Mrs Gandhi and which 
she has left behind as a fatal 


legacy. ? 


gions and communities are staking 
their claims and counter-claims. Two 
basic challenges are posed by this 
transition. One is that of rebuilding 
national unity from the ruins of thean- 
tecedent political process based on 
secular interplay between plural iden- 
tities left behind by both Mrs Gandhi 
and the national opposition. 


The second is to do this by looking at 


the considerable vitality and mass sup- 
port of various regional parties and 
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party-like for T a- 
tions as well as many 
grassroots move 
ments and agita: 
tions. Instead of run 
ning them down @ 
getting scared of 
them, the need is tà 
provide a stable structure to their in- 
terplay both among themselves anc 
with the centre of the polity. [ 

Thus, the basic task before the new 
inheritors of power — both at the 
centre and in the regions — is to build 
once again a federal political consen= 
sus, this time in a scenario of a lot that 
has gone under and a lot that is aspir- 
ing to be born, of a situation that calls 
for a basic politics of reconciliatior 
among a variety of polar opposites: 
communal and religious, regional and 
ethnic as well as institutional and. 
structural. i 

The basic challenge is to resolve 
the raging disputes between the cen- 
tre and the states which are like 
to increase in the coming months, to 
gether build a viable decentralised 
polity and, through that, contain the 
communal and chauvenistic drives. 
that gained momentum under S 
Gandhi and which she has left behind 
as a fatal legacy. u 
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The life of Richard Hughes spanned nearly eight P BablicetionzDistams 5 S 7] 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong 


It was a world of the hilarious ...like Prince Noro- Yes! Please send copy(s) of the 
dom Sihanouk's white elephant, which attacked a Barefoot Reporter for which I enclose 
tiny red bus full of tiny Red acrobats from China. US$7.75 each 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS800. 


| 
| 
| 
| 
| 
| 
| 
| R0131BFR 
It was a world of the touching . . . like the slave | send to: 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk | 
| 
| 
| 


cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. | 10 — ——Ect7RiBipuweuemeet. -) 
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Address: 





36 11 JANUARY 1985 e FAR FASTERN ECONOMIC REVIEW 





f pe ei Fm 


SPEM LE = ae 


“ARTS & SOCIETY | 


The Franco-Japanese affair 
— the eternal entanglement 


By Jean-Pierre Lehmann in Paris 


he Japanese are convinced — not 

without justification — that the 
French are the storm-troopers of Euro- 
pean protectionism and other assorted 
anti-Japanese policies and feelings. 
“Poitiers” — namely, the decision 
taken in October 1982 to have all 
Japanese  video-cassette recorders 
(VCRs) processed through the customs 
authorities of that small inland town 
— proves it. 

As every French schoolchild knows, 
Poitiers is the place where a major bat- 
tle was won in 732 by Charles Martel, 
which led to the expulsion of the Sara- 
cens from France... and 
the salvation of Gallic 
Christian civilisation with 
all that this implies. For 
the Japanese, apart from 
Poitiers gaining the dubi- 
ous distinction of becom- 
ing the best-known French 
city after Paris, it looked 
perhaps as though the 
French Government was 
trying to make history re- 
peat itself. 

The real story behind 
the second battle of 
Poitiers goes something 
like this. In May 1981 the 
French electorate chose — 
for the first time since the 
establishment of the Fifth 
Republic — a socialist pre- 
sident, Frangois Mitter- 
rand. The economic po- 
licies adopted in the initial 
phases of the new govern- 
ment had unfortunate 
consequences: growth 
shrank, the franc plum- 
meted, while inflation, un- 
employment and the ba- 
lance-of-payments deficit 
soared. 

In its desire to raise re- 
venue, the Treasury sought parliamen- 
tary approval to raise taxes on certain 
consumer goods, especially, of course, 
imported consumer goods, with VCRs 
being a prime target. Action ensued 
which included the imposition of 





significant tax rise on VCRs, to become | 


effective in the early part of 1983. 
Treasury officials feared, however, 
that with the prospect of the increased 
tax on the one hand, and the Christmas 
season beginning on the other, French 
consumers would go on a VCR-buying 
spree and consequently a lot of poten- 
tial revenue would be lost. In the in- 
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French product, Japanese ad: regard and disregard. 


terim, therefore, it was necessary to re- 
duce supply: hence Treasury officials 
got in touch with customs officials — 
and that is how the second battle of 
Poitiers was engaged. 

Two interesting points emerge from 
this story. The first is that Poitiers was 
not a specifically anti-Japanese plot — 
though the Japanese will probably 
never see it as anything other than that 

- but an internal measure. But what- 
ever the internal logic of the Poitiers 
strategy, it has probably done irrepar- 
able harm to Franco-Japanese rela- 
tions, at least as far as the short to 


medium term is concerned. The mutual 
suspicion with which the French and 
the Japanese have looked at each other 
may represent one of history's lost op- 
portunities. 

In 1959, the eminent pioneer of Ja- 
panese studies in Europe, Fosco Ma- 
raini, wrote in his Meeting with Japan, 
a review of Japanese relations with 
and attitudes to the various European 
countries: "The most satisfactory, the 
happiest, the most natural of these en- 
counters is the Franco-Japanese . 
France and Japan are two exquisitely 
pagan and sophisticated countries, 
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made to understand each othe | 
| should say, in fact, that French and Jas 
panese approach each other with the 
fewest mental reservations, the most 
open mutual humanity; that why 
they achieve understanding 
This may well have been true in 
1959, when, as Maraini shows, rela- 
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tions between France and Japan were 
primarily cultural: trade between the 
two hardly existed. Not long after that, 
however, then president Charles de 
Gaulle referred to then Japanese prime 


minister Hayato Ikeda as "un mar 
chand de transistors" (a transistor 
salesman) 

A lot of rather murky water has 


flowed under the 
bridge since 1959 
was last analvsed in 1983 in a poll 
jointly undertaken by Le Monde in 
Paris and the Asahi Shimbun in Tokyo. 
The poll had three objectives: to find 


Franco-Japanese 
The relationship 


out how the French perceive the Ja- 
panese; how the Japan- 
ese see the French, and 
how each looks upon 
certain facets of their 


own society in a compara- 
tive perspective. Bearing 
in mind the usual limita- 
tions of polls and the 
added difficulty here of 
probable mistranslations 
between questions in Ja- 
panese and in French, the 
result is nonetheless il- 
luminating 


he first and rather vivid 
point which emerges 
not surprising to this 
writer, but something of a 
shock to his French 
compatriots — is that the 
French are having an in- 
creasingly unrequited love 


relationship with the 
Japanese: indeed, whereas 
49% of Frenchmen ex- 
pressed fondness for 
Japan, 59% of the Ja- 
panese claimed no fond- 
ness for France, against 
18% “don't knows” and 

Me Uwe only 23% favourably dis- 
posed 


Furthermore, in Japan it is the older 
generations those Maraini wrote 
about a quarter of a century ago 
which feel a lingering fondness for 
France, as opposed to the more neg 
tive or indifferent Japanese youth. In 
France the situation is the reverse. As 


Le Monde pointed out: "Japan pene- 
trates France by its modernity, arous- 
ing the interest of the younger layers of 
the population, whereas in Japan 
France still enjoys a traditional cul- 
tural image more appealing to the 

older sectors of the population.' 
As far as travelling to Asia is con- 
37 
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Japanese, however, make Switzerland 
and Austria by far, at 32%, the Euro- 
pean countries they most want to visit. 


France, at 14%, comes a distant third. 


Regarding each other’s major attri- 


_butes, the Japanese see the French 


above all as individualistic, followed 
by a distant second quality of “ele- 


_ gance,” while at the very end of the list 


comes "active" with only 2% of Japan- 
ese respondents seeing that as a French 
characteristic. On the other hand, and 
not surprisingly, the French see the Ja- 


-— panese primarily as hard working, and 


also as perseverant and full of vitality. 
At least some stereotypes seem to have 


- waned in that the label of imitators got 
. avery low ranking. 


In terms of improving mutual under- 


— Standing, both Japanese and French 


agree that the highest premium should 


_ be placed on exchange programmes for 


Students. Interestingly, and reveal- 
ingly, as far as exhibitions designed to 
_represent their respective countries 


are concerned, the French are keener 
on placing the emphasis on aspects of 
contemporary life, whereas the Japan- 
ese prefer arts and culture. 

With two Japanese films winning the 
Golden Palm award at the Cannes Film 
Festival in recent years, more than 
50% of Frenchmen say they have seen 
one or more Japanese films. The same 
percentage was registered for Japan- 


_ ese having seen French films, presum- 


ably mainly featuring the actor Alain 
Delon, France's only “idol” in Japan. 
The recent boom in sushi and other Ja- 
panese restaurants in Paris would in- 


- dicate that the culinary gap is closing, 


as is evident in the poll, with 23% of 
Frenchmen having eaten Japanese 
food; the corresponding figure for Ja- 
panese having tasted French food is 
40%. 


I? assessing their own existence, a 
significantly higher percentage of 


— . Frenchmen are satisfied with life than 
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the Japanese: 89% for the former, 66% 
in the case of the latter. On the other 
hand, far more Frenchmen are worried 
about the possibility of nuclear war 
than the Japanese. And, while the Ja- 
panese are mainly preoccupied with 
their health, the major French concern 
is unemployment. 

In assessing the major factors for 
achieving success in life, the Japanese 
insist on the importance of individual 
effort, whereas the French are more in- 
clined to put the accent on individual 
competence. 

Certain cultural images, however, 
are stood on their head. For example, 
the allegedly much-prized Confucian 
value of filial piety appears more 
manifest in France than in Japan, with 
92% of French respondents indicating 
that they consider it “normal” to look 
after their parents in old age against 


.| despite France lying well behind Japan |. 
in the high-technology race, the | 
French place far greater faith in the 


Aid. | 


_ The apparently bucolic tastes of the 
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powers of science for helping human- 
ity than do the Japanese. Returning to 
Maraini's comparison of the French 
and the Japanese, perhaps even in this 
age of primarily scientific theology the 
Japanese remain more "pagan" than 
the French. 

The advantage of the poll is that it 
provides some quantitative evidence 
for what strikes the observer of 








ore evel. It also gives some 
ndications of how these relations are 
likely to evolve in the years ahead. 
Looking into a shortish-term crystal 
ball, several factors influencing the 
Franco-Japanese relationship can be 
identified. 

Apart from questions of fondness, it 
is clear that the French are more in- 
terested in Japan than vice versa. 
Among French businessmen, jour- 
nalists and some academics there is a 


fascination for Japan; rarely does a 
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POLITICS 


New acts of parliament: 
the elected entertainers 


By Bruce Roscoe in Tokyo 


I: is hard to imagine a Japanese ver- 
sion of Ronald Reagan, a movie 
samurai, say, becoming prime minis- 
ter. But Japanese actors, novelists, 
comedians and TV talents have dab- 
bled in polities, specially since the 
1960s. Most such candidates run on the 
ruling Liberal Democratic Party 
(LDP) ticket for election to the placid 
upper house of parliament. 

Although the LDP is not the only 
party to woo celebrities into its fold — 
the Democratic Socialists and the New 
Liberal Club share a comedian in the 
upper house — the LDP does appear to 
do it with most effect. TV celebrities, 
trying to score points on individual po- 
licy platforms, meet with little success. 

The phenomenon is generally traced 
to the upper-house election victory of 
Shintaro Ishihara, a novelist who will 
be remembered chiefly for his book, 
Season of Violence. Ishihara the politi- 
cian has outlived the Taiyozokku (Sun 
People) cult which his novel and the 
subsequently produced film inspired. 

Movie stars have neither lasted as 
long, nor had as much political impact 
as Ishihara for the simple reason that 
their entry into politics — a rather dull 
passtime in Japan — takes them out of 
the spotlights that first put them in the 
public eye. A too-comical image can 
also be a drawback, as with the Osaka 
comedian Yokoyama “Knock,” who 
elicited howls of laughter in the upper 
house during the 1960s every time he 
tried to make a serious statement. 

Ishihara, who achieved the rare feat 
of graduating to the lower house, in 
which he is now serving his fifth term, 
rose to become Environment Agency 
director-general, the equivalent of 
minister. But it is invariably affairs of 
the environment, culture and educa- 
tion that are thrust upon the celebrity- 
turned-politician. 

The career of Yoshiko Otaka — 
Yoshiko Yamaguchi in the movies — is 
typical: she became the sweetheart of 





the Japanese forces during World War 
II, when she appeared in such films as 
Nights in China under the exotic — for 
Japanese — Chinese name, Lee Ko- 
ran. After the war she entered politics 
and today is parliamentary vice- 
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... and stars to the 
aid of the party 


By Bachi J. Karkaria in Calcutta 


itting in the ruins of their political 
reputations, India’s opposition 
leaders have all but conceded that “it 
was not in the stars, but in ourselves, 
that we are underlings.” In keeping 
with its new rational image, the ruling 
Congress party in the last election dis- 
pensed with the practice of consulting 
the stars — and nominated them in- 
stead. BUM 
Prime Minister Rajiv Gandhi gave 
party tickets to three matinee idols, 
and election results’ proved their 
worth. All three — Amitabh Bachchan, 
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everybody else in Europe, are more ac- 





and indus Arial knowledge. 
mention the numerous conferences, 
seminars, workshops, all exhorting 
French executives to learn the lessons 
of Japanese management. 


t a national level the government's 
industrial policy is explicitly de- 
signed to emulate the Japanese exam- 
ple. All this is confirmed by the numer- 
ous missions and study tours of French 
managers and students of business ad- 


The Japanese, for their part, con- 
sider they have little to learn from 
France. Furthermore, from the Japan- 
ese perspective of developing Franco- 
Japanese relations, frequent reference 
is made to the language barrier. Japan- 
ese — albeit hardly great linguists 
themselves — complain that when in 
Paris they have great difficulty getting 
around due to the inability or unwil- 


lingness of Frenchmen to speak Eng- | 





commodating on that score than the 
French. 

The Japanese further contend that 
they are disliked by the French, pro- 
viding as proof the fact that when in 


France they are treated with unes 
abashed rudeness. In this respect it Is 
difficult to explain to the Japanese 
that they should not feel victimised; 
the French tend to be rude to every- 
body, including each other o 





minister for the environment, adviser 
to a society promoting animal welfare, 
and head of the LDP's women's 
bureau. 

Aiko Shimura — the singer Aiko 
Anzai — is in her third upper-house 
term and has served as parliamentary 
vice-minister for the Hokkaido Deve- 
lopment Agency. Hiroko Hayashi, for- 
merly the actress Chikage Ogi, and 
wife of the noted kabuki actor Sen- 
jaku, has held the same post for the 
Science and Technology Agency, as 
has former NHK TV announcer Teru 
Miyata for the Ministry of Agriculture, 
Forestry and Fisheries. Of the current 
LDP crop, that leaves Akiko Santo, an 
actress since childhood who, now in 
her second upper-house term, plans to 
run for a third in June 1986. 


er case is interesting, for it was Ka- 
kuei Tanaka, she recalls, who had 
asked her to run for office when he was 
prime minister and when she was 32, 
younger by far than fellow aspirants. 
She explained the advantage of 
being an entertainer in politics: 
“Politicians have to persuade a variety 
of people. Politics is similar to acting in 
that you have to be able to communi- 
cate with the public. Acting trains you 
to capture people's hearts.” 
She went on to say that “when ordi- 
nary politicians, especially males visit, 
say, an old-people’s home, the atmos- 


Sunil Dutt and Vyjayanthimala Bali — 
defeated their opponents by the same 
massive margins that characterised 
the entire Congress victory. 

The biggest star of all — and perhaps 
of all time in India — is Bachchan. 
After dominating the Indian screen for 
the past 10 years, the lanky colossus 
was seriously injured while filming 
and lingered for a month between life 
and death. | 

Dutt belongs fo an earlier generation 
and never was as big a star as 
Bachchan. His wife, the lovely Nargis, 
was better known; she was the cele- 
brated Raj Kapoor's leading lady. 

Bali, the third luminary of the Con- 
gress constellation, is also a faded star 
and better wn as a classical Indian 
dancer. But she stood from the south, a 
region where most prominent political 
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phere is tense and no one wants to utter | 


their true feelings, but when I visit 
there is a feeling of warmth. People 
come out openly with their problems.” 

Santo admits to being excluded from 
what she calls the. "behind-the- 
scenes" 
intra-party meetings, but she thinks 
this is more because she is a woman 


m” 
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Santo: excluded. 


discriminated against in politics than 
in other fields, but they are still not al- 
lowed to “swallow both the clean and 
muddy elements” of the business. 


leaders are also its brightest movie 
stars. Indeed, the party heading what 
little remains of the opposition after 
the electoral landslide, is the Telugu 
Desam, led by the irrepressible N. T. 
Rama Rao, celluloid hero turned chief 
minister of the southern state of 
Andhra Pradesh. 


hat has been remarkable is that 

these “political zeroes,” to use 
Bachchan's self-effacing description 
of himself, have knocked out opposi- 
tion heavyweights. In Allahabad, 
Bachchan took such a lead over his 
opponent that the veteran H. N. 
Bahuguna, of the Dalit Mazdoor Kisan 
Party, conceded defeat even before the 
counting was over. In Madras, the lo- 
cally powerful Era Sezhiyan, received 
as ignominious a defeat from Bali, 


political processes, such as | 











Colourful promotion of party public 
relations is the main benefit of having 
celebrity tickets. And, to be cynical, 
such candidates also present a rather 
inexpensive way of securing upper- 
house seats, because of the huge sav- 
ings made in not having to publicise à 
name throughout the nation — one of 
two votes cast in upper-house elections 
is for the nationwide constituency, and 
it is usually the national ticket that 
celebrities carry 

Although the novelty of recruiting 
celebrities is beginning to wear thin, 


| political parties are not likely to stop 


backing their candidacies. New stars 
fit too neatly intothe need for Japanese 
parties to project new images at elec- 
tions, which rarely focus on hard is- 


| sues. And given the rate at which Ja- 


panese stars are manufactured, à 
shortage is not about to occur 

With the exception of the novelist 
Akiyuki Nosaka, no celebrity has re- 
corded any memorable success in 
drawing on a popular name to make a 
specific political statement. In the De- 
cember 1983 general election, Nosaka 
contested the Niigata prefecture seat 


| held by Tanaka as an independent, 
than because of her beginnings as an | 
actress. Women, she asserts, are less | 


While Nosaka's book sales have proba- 
bly been helped through all the public- 
ity, his example has demonstrated 
forcefully to the people of Niigata the 
apparently unfamiliar concept that 
elections are all about choice. 





who, incidentally, had never been 
taken seriously during her campaign. 
In Bombay, Dutt outpaced the con- 
troversial lawyer, Ram Jethmalani, 
who is vice-president of the once-for- 
midable Bharatiya Janata Party. 

If cinematic glamour drew the 
crowds during the campaign, it alse 
drew the criticism that these wealthy 
stars were out of touch with the harsh 


| lot of most Indians. After the victory, 


Mrs Jaya Bachchan (herself an actress, 
who was at one time more popular than 


_ her husband) said — her glass bangles 


in Congress colours tinkling — that 
they had not forgotten Bachchan's 
campaign pledge to give jobs to every 
unemployed person in Allahabad. One 
wonders what they have in mind: mak- 
ing films with a cast of thousands, 
perhaps? 













- Miness and Culture in Contemporary 

Japan by Emiko Ohnuki-Tierney. Cam- 
— — bridge University Press, London. £7.95 
. . (USS$8.75). 
After studying the Ainu Japanese 
E minority for 16 years and living in 
"the United States for two decades, 
- University | of Wisconsin an- 
— thropologist Ohnuki-Tierney decided 
- to apply her training and experience to 
her own Yamato Japanese majority 
- culture. 
— — She has written for both scholars and 
— general readers “to fill the gap in avail- 
able publications by describing the 
medical systems of contemporary 
Japan, whose society is modernised 
~ in every sense of the word, and yet 
- whose medical systems in many ways 
r present striking contrasts to those of 
- Western societies dominated by the 
biomedical tradition" — her term for 
what others call cosmopolitan, West- 
ern, scientific, or simply "modern" 
medicine. 

A chapter on "Japanese germs" con- 
cludes that things perceived and ex- 
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HEALTH 


Taboos and traditions 


—perienced "inside" or "above" are | 


— "pure," as opposed to “impure” mat- 
- fers "outside" or, "below." In other 
— words, shoes which bear outside germs 
— are removed at the entrance, and hands 
- and throats which may also bear germs 
are ritually washed and gargled. But 
- even the most polluted foreigner who 
- has lived in Japan for more than a few 
days will be put out by the author's 
~ tendency to exaggerate. 

- — She states, for example, that “des- 

—— pite the rapid modernisation that has 
brought about'many drastic changes in 
contemporary Japanese life, the cus- 

— tom of taking off one's shoes before one 

- enters 'the inside' has remained a car- 

-  dinal rule, whether it is a private home, 

— à public place, a private car, or a vehi- 

cle for public transportation." This 
reads like a 19th-century caricature: 
today Japanese wear shoes in public 
places, including most buildings and 
all trains and taxis. 

: Ohnuki-Tierney also writes that 
“the Japanese still do not trust hands, 
even after washing... virtually no food 

X iseaten with the fingers ... Eating food 
and using chopsticks are inseparable." 
_ This extraordinary generalisation en- 
|. tirely overlooks sushi, the very symbol 

- of Japanese food, which is usually 

eaten with the fingers, especially in 

public places when it is presented on a 

lacquer bar or tray by a gloveless sushi 

maker. 

All kinds of rice balls are likewise 
eaten with the fingers, and one can cite 
other examples which would upset the 


Ry 
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author's too contrived (and derivative) 
theory of Japanese pollution and 
hygiene. 

The author describes a number of 
“conflicting attitudes” among Japan- 
ese towards illness and death. On the 
one hand, Japanese exhibit a 
hypochondriacal tendency to worry 
about minor illnesses; they openly talk 
about colds and stomach aches and 
other common ailments, sometimes at- 
tributed to seasonal influences or such 
physical traits as blood types, or body 
PH (acidity/alkalinity). 

On the other hand, Japanese do not 
like to discuss “dreaded illnesses” such 
as cancer; even doctors prefer not to 
disclose diagnoses to their patients — 
or even close relatives — except in spe- 
cial cases. Yet the author observes that 
kamikaze pilots bravely faced “other 
forms of death" during World War II; 
so why the reluctance to acknowledge 
death from a terminal illness in a cul- 
ture which elevates suicide to the level 
of an aesthetic experience? 


hnuki-Tierney “speculates” (her 
word) that "the explanation for 
[such] conflicting attitudes . . . lies in 
the basic orientation of the Japanese 
towards the present life, rather than 
the life after death, and the fact that the 
present life is seen as a dualistic one in 
constant flux between health and ill- 
ness, and between good and evil." 
By this she means that "the Japanese 
are pragmatically fatalistic in turning 






away from serious illnesses which are 
beyond their control, [while] culturally 
sanctioned modes of suicide constitute 
an act in which the individual is in con- 
trol of his or her own life, rather than 
letting fate decide." 

But the long list of references at the 
back of the book suggests that the au- 
thor did not consult even the most 
basic sources on suicide in Japan, 
much less the numerous reports on ele- 
vated suicide risk among those who 
suffer from poor health. National 
Police Agency statistics, for example, 





FICTION 


From one who was in the business 


The Russian Professor by Andrew Gil- 
christ. Robert Hale, London. £7.95 
(US$8.75). 


feel the spook-hero with the bird 
in the Warsaw hotel bedroom, has 
been told by the men of The Firm in 
London who run him to blot his 
copybook with a Soviet woman — full 
frontal nudity before the cameras and 
close up to the microphones. But the 
great fool lays the wrong bird and, to 
compound it all, falls heavily in love 
with her. 

So he is now out of The Firm and, to 
re-establish his residual value to it, 
sets up a caper to kidnap a Soviet pro- 
fessor visiting Scotland on a cultural 
mission. But which of two professors 
who suddenly appear is he? Which is 
the one who gets shot in a Glasgow 
hotel at about the same time as a cham- 


bermaid (working for The Firm) gets a 
bullet in the elbow? 

All this builds up such a head of 
steam that the British prime minister 
sacks The Firm's boss but, just when 
relations with Moscow are about to 
be ruptured, she comes up with a solu- 
tion which you may have guessed even 
now. 

The author, a wartime Force 136 
man behind Japanese lines in Thai- 
land, then subsequently a British am- 
bassador who saw his embassy burned 
down in three different capitals — in- 
cluding the one in Jakarta in the heady 
days of Sukarno’s Confrontation — 
has come up with this jape which is as 
comfortably slim (173 pages) as it is 
witty. But remember between chuck- 
les: Gilchrist knows what he writes 
about. He was in the business. 

^! C DONALD WISE 
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INTER: CONTINENTAL SERVICI 


From the moment you arrive 

you feel well-attended and welcome. 

: Because indeed you are 

That's another InterContinental advantage 


THE ADVANTAGE IS INTER: CONTIINENTAL 
OINTER-CONTINENTAL HOTELS 





UNITED STATES & CANADA: Hilton Head - Houston - Maui - Montreal - New Orleans * New York - Princeton - San Antonio * San Diego 
San Francisco - Washington, DC. - EUROPE: Amsterdam - Athens - Belgrade - Berlin - Bucharest - Budapest - Cannes - Cologne - Dusseldorf 
Frankfurt - Geneva - Hamburg - Hannover - Helsinki - Lisbon - London - Luxembourg - Madrid - Munich - Paris - Prague - Vienna - Warsaw - Zagreb 
AFRICA: Abidjan - Kinshasa - Libreville - Livingstone - Lusaka + Mombasa - Nairobi - Nanyuki (Mount Kenya) - MIDDLE EASE Abu Dhabi - Al Ain 
Amman - Bahrain - Cairo - Dubai - Jerusalem - Kabul - Karachi - Lahore - Makkah * Muscat * Peshawar - Rawalpindi - Riyadh - Taif - PACIFIC & 
ASIA: Bali - Bangkok - Bombay - Calatagan - Colombo - Davao - Dhaka * Hong Kong - Jakarta - Manila - New Delhi - Port Vila - Saipan - Singapore 
Sydney - Tokyo - LATIN AMERICA: Bogota - Cali - Caracas - Ciudad Guayana - Managua - Maracaibo - Medellin - Quito - Rio de Janeiro - Valencia 


INTER: CONTINENTAL? More than 80 superb hotels around the world 
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This spirit of partnership has led: to ot E 

| development of innovative techni iques to opti | 

finance through export credit agency facilities age 
leases, bankers’ acceptances and a comple le range of 

. . classical trade products. : 

| Partnership — that’s what makes. Chosé second 


to none in h trace banking. 
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TODAY, ONLY GE IS GIVING AIRLINES 
A NEW, ADVANCED TECHNOLOGY ENGINE 
WITH THE LOWEST OPERATING COST 





AND HIGHEST THRUST. 
‘To increase the CF6-80C2 features advanced 
profits with- flowpath design to reduce pressure 
out sacrific- losses; refined cooling techniques for 
ing high improved turbine efficiency; plus 
performance lighter, stronger, fewer parts. These 
or advanced add up to lowering the cost of engine 
technology, ownership, by design, GE’s unique 
airlines can count on the GE design. 
Advantage that comes with the Best of all, airlines won’t have to 
new CF6-80C2 engine. It’s the wait until the 1990's for this cost- 
ideal combination of up to 62,000 conscious engine to come off the 
lbs. of thrust and a record-breaking drawing boards. The CF6-80C2 will 
low in specific fuel consumption. fly this year—giving its owners the 
Using GE/NASA technology GE Advantage over competing 
developed in the E’ engine project, airlines. 


YOU NEED GE 
TO GET THE ADVANTAGE. ~ 
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i idis ^an nmediate “ca £e | 
tive" in 10,441 (41.4%) of TW ,2 202 
suicides counted in 1983, followed by 
"alcohol problems and mental disor- 
ders" at 3,815 (15.1%). 

Thus more than half of all suicides in 
Japan are associated with real or im- 
agined physical and/or mental in- 
capacity or disability. And most of 
these suicides are committed by people 
who are acutely or chronically de- 
pressed over the various (including 
economic) discomforts of poor health, 
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j më z en 3 quá ( fach. but 
their fear is imb alent, ‘because they 
choose suicide. This is surely not be- 
cause their choice to.die while being ill 
is considered an "aesthetic" act by 
their neighbours. 

All told, there are toc many uncon- 
vincing arguments and theories in the 
chapters on Japanese germs and world 
views. But the second half of the book 
is an interesting account of the au- 
thor's first-hand tour of the major var- 
ieties of medical treatments, facilities 
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and s 
wkati she appropriately calls Japan 
medical pluralism. 

These final chapters read better if 
the author's claim to have written 
them from “the perspective of the ordi- 
nary Japanese” is taken with a grain of 
salt. Ohnuki-Tierney can only have de- 
scribed what she saw as a US-trained 
anthropologist — which clearly dis- 


qualifies her as an "ordinary" person, 
whatever the nationality 


D 
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— WILLIAM WETHERALL 





HISTORY 


Presenting the past 


A New History of Korea by Ki-baik 
Lee (translated by Wagner and Shultz). 
lichogak, Seoul. Won 18,000 
(US$21.75). 


D the title, this book con- 
stitutes the best of traditional 
post-war Korean historical scholar- 
ship. And soit does not differ markedly 
from some of the better general his- 
tories of Korea already available in 
English, such as Han (1970), Henthorn 
(1971) and Sohn, Kim & Hong (1970, 
1982). Lee's primary field of expertise 
is Silla society. 

It is not surprising that this section 
of the book is particularly informative. 
Elsewhere, he necessarily relies mainly 
on the research of others with the re- 
sult that he generally adheres to con- 
ventional, consensus views, albeit in 
often fascinating detail. 

A key factor which determines the 
nature of this book is that it was 
originally written in Korean for Ko- 
reans by a leading Ko- 
rean historian. Thus it 
primarily addresses 
Korean concerns and 
reflects Korean con- 
ceptions and miscon- 
ceptions about their 
own history. 

Sometimes these are 
superficial, such as in 
the readiness to pass 
harsh judgment on the 
moral rectitude of such 
rulers as the Yonsan- 
gun. On a more funda- 
mental level, however, 
this makes the book an 
interesting illustration 
of E. H. Carr's dictum 
about history being an 
unending dialogue be- 
tween the present and 
the past. 

Here, as in so much of modern Ko- 
rean history writing, the present well 
and truly has the upper hand. Terms of 
political thought and debate generally 
carry an intrusive modern tone which 
can distort the real political concerns 
of the time. 
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King (left); dance drama; 
courtier: masked protest. 


We learn, for exam- 
ple, that in the north- 
western region of the 
peninsula in the second 
century BC, "China's 
colonial policy does not 
seem to have been 
marked by severe politi- 
cal repression [but per- 
mitted] substantial poli- 
tical freedom to the peo- 
ple they governed.” Or 
this: in the 1890s, the 
Korean court “could 
only think to maintain 
itself in power by seeking the backing 
of foreign states, not by winning the 
support of the people.” 

So it is that A New History of 
Korea tells us not only a large number of 
facts about Korea's past, but also a 


| good deal about modern Korean points 


of view. Here, for example, is a conser 
vative, standard history textbook, 
widely used in South Korea, in which 


the Korean people are presented as ` 


being in rather dire, constant conflict 
with political authority in every age. 

Whatever else this highly politicised 
interpretation may be, it is a rather 
humourless one, and one cannot but 
feel a twinge of regret when the rich, 
comic, highly literate give-and-take of 
19th century masked dance drama is 
appraised only for its "frank expres- 


sion of feelings of hostility against the | 


yangban [gentry].” 


It is a little disappointing that the 7 


overview of Korean history contained 
in the original work has been deleted 
and not replaced by anything in the 
translation. The result is that.on the 
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first page we are plunged into the 9 


dwelling sites of Paleolithic Korea, 
and on the last page we are greeting the 


| April 1960 student revolution, all with 




















little pause in between 

Thus, the intimate connections be- 
tween Korean history and geography 
are left to be gleaned by inference, 
while there is no way of grasping the 
full and complex range of Korea’s 
interaction with its 
neighbours 
text alone. 


happened in Korean his- 
tory and it does this bet- 


foreign audience, many 
of the whys and where- 
fores remain as elusive 
as ever, stowed away in 
specialist works which 
may or may not become 
consensus items among 
Korean historians. 

One can only hope 
that Korean 
does not walk the same 
path that Korean litera- 
ture in translation has 
gone, with the transla- 
tion and re-translation 
of very similar materials, all without 
any clear concept of its communicabil- 
ity to a foreign readership. 

A country's history is much too im- 
portant for us to rely on the presenta- 
tion by its inhabitants alone. 

— ADRIAN BUZO 
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d 26.2% of gross 
in 1984, up from 
vd months. 


homic and d Develo Aini Poea 
the oe al sector pe 


S ENEMY the "belief t that agricul- 
offérs the best potential to lift the 
my out of its present deep reces- 
Accordingly, the government has 
together a comprehensive pro- 
e for agriculture, called Agenda 
Action in Agriculture: 1984-88. 
hough agriculture (including 
ock production, forestry and 
es) still makes a smaller con- 
ution to GDP than secondary in- 
try, it provides a livelihood for 35 
on Filipinos (70% of the Dope 
and accounts for some 40% of ex- 
S. In 1984, while agriculture's 
are of GDP rose, that of industry (in- 
ing mining) fell to 34% from 
7o in 1983. Agriculture also is seen 
aying a vital roleinthe drive to cut 


4 compared with 10% the previous 
ar — as food expenditures account 
nearly half the consumer budget. 

H family-operated farms domi- 
the industry. While there has been 
crease in the total area under cul- 
tion since 1960, the average farm 
ize has fallen to 2.7 ha (from 3.5 ha) 
to population growth and the frag- 
tation inherent in inheritance cus- 


yorker increased by only 1 
u ing the 1970s. The most notable 
it in elf sufficien Hing the at- 


th -a had. is 5. 3% 
-since 1972. (However, rice 











ought in 1982-83.) 

~The action programme for Philip- 
ine agriculture has gained the sup- 
t of the World Bank, which agreed 
st year to provide a loan of US$150 
lion — primarily to help ease the 
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ion — which averaged 50.3% in 
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tocks ran low in 1984 following a long E 
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oms. Value added per agricultural | 
1.676 a year | 


shortage of imported farm inputs (such 
.as feed grains, fertilisers, pesticides, 


veterinary products and agricultural 


machinery and spare parts) to get the | 


plan going. The loan came when the 
country was still suffering from a 
severe foreign-exchange drought and 
is expected to account for a third of 
total financing for agricultural inputs 
during the plan period. 

Part of the money will fund exten- 
sive studies of various agricultural 
sub-sectors — coconut, sugar, irriga- 


tion, fertilisers, agricultural credit and 


market- intervention activities of the 
government's Na- 
tional Food Au- 


thority (NFA) tö 
form the basis for RENE 
further reforms. A | (P billion — 
Worl d Bank- | agriculture 
financed struc- Paddy 
tural-adjustment OU , 

i : | | Coconut and copra 
programme — to Sugarcane 
be negotiated Bananas 
shortly — will be | , Othercrops 

ee Livestock 

for agricultural | Poultry 
reforms. (Two ear- d ishing | 
lier programmes |< orestry 
were for indus- 
try rationalisa- | *Estimated. 


tion and energy- 
| development pro- 
jects.) 

The current agricultural programme 
| has several key goals, with the overall 
|! objective of a stronger and more diver- 
sified farming system. But to achieve 
these goals will require various drastic 


changes in the Philippine Govern- 


ment's attitudes towards agriculture. 


A World Bank report that accom- 


panied the farm-input loan noted that 


more favourable policies could have | 
helped agriculture make a bigger con- 
tribution to the country’s balance of 


payments. 
The report cited trade policies 


adopted during the past two decades, 
| which it said discriminated against ag- 
| riculture, and said pricing and ex- 


change- rate policies have hurt agricul- 
tural incomes. These observations tally 


| with points made in a mid-1984 report, | 
An Analysis of the Philippine Econo- 


mic Crisis, prepared by economists at 
the state- -operated University of the 
Philippines (UP). That report said 
many government policies in in- 
tervening with prices — such as main- 
taining an overvalued currency, the 
tariff structure, | various export 
taxes and quotas a nd prie ice controls 
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— were biased against agriculture. 

The UP economists noted that while 
such intervention has often been jus- 
tified by unchallengeable social goals 
(providing cheap food, stabilising ex- 
port incomes or promoting greater 
processing), their effect has been, in 
the main, to discourage agricultural 
production by lowering prices for di- 
rect products. The share of agricul- 
tural exports, for instance, to total ex- 
ports fell from. 73% /o in the early a e 
to 49% by 1980. : i 

The UP. study noted that an over- 
valued dbi RN C agricultural 
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t At 1972 constant prices. "n o 
Source:National Economic and Development Authority. 
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exports while it encouraged import- 
dependence of industries, contrary to 
repeated calls for self-reliance. The 
tariff structure, now under revision, 
tended to protect consumer goods 
rather than intermediate or capital 
goods. This has been further exacer- 
bated by the current industrial-incen- 
tives system, which eneourages pro- 
tected firms to become import-depen- 
dent, the report lamented. The de- 
valuations of the peso against the US 
dollar should be viewed favourably — 
together with the government's stated 
desire to review its Investment 
Priorities Plan and realign agricul- 
tural investment incentives to support 
the action programme. 


he agriculture programme re- 
quires the phasing out of con- 
trols and interventions that dam- 
pen production and investment incen- 
tives and those which stifle private- 


share of national income by way of 
higher returns, intensified resettle- 
ment activities and provision of more 
gainful on- and off-farm employ- 
ment. 

» Carry out a land-management po- 
licy which will foster farming of ag- 
ricultural land and discourage its di- 
version to other uses, while enhancing 
the security of land tenure. 

» Diversify export dependence on vol- 
atile sugar and coconut markets by 
branching out into non-traditional 
commercial crops such as rubber, cof- 
fee, papaya, mango, citrus and cashew 
over the lóng term. 
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sector initiative. This includes input 
and output prices for a variety of pro- 
ducts rice, corn, animal feeds, 
coconut, sugar, pork, poultry — as 
well as irrigation fees, fertiliser and 
agricultural credit. 

The results of price intervention by 
government fiat are dramatically illus- 
trated in rice and corn. Both products 
— staple foods for Filipinos — have 
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guaranteed farm buying prices and re- | 
tail ceiling prices. The price controls | 


were prompted by the grain shortages 
that led to politically unpalatable food 
queues in the early 1970s, after floods 
caused poor harvests. Somehow, the 
price controls were maintained for 
several years — apparently to satisfy 
consumers. But producers have be- 


come discouraged as low returns failed 


to cope with increasing costs — par- 


ticularly of fertiliser. Most agricul- | 


tural products, except rice, have been 
freed of price controls. An increase in 
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Coconuts; fish; rice: vanguard of recovery. 





» Expand the area for rubber and im- 
prove infrastructure in rubber-grow- 
ing areas. 

» Tap fisheries resources for protein 
needs, with the goal of replacing can- 
ned-fish imports, and  intensify 
aquaculture. 

» Develop cheap sources of vegetable 
protein and non-seasonal lowland veg- 
etable varieties. 

» Reduce dairy imports through new 
projects in backyard milk production, 
dairy-cattle improvement and cattle 
fattening. 

» Promote 
coconut trees. 


intercropping 
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the price support for rice, however, is 
expected before the end this month. 

To ease the burden of seasonal price 
fluctuations, the programme provides 
for buffer-stock operations to replace 
the system of mandatory price ceilings. 
The scheme will also require drastie 
reforms in the NFA, which was origi- 
nally constituted as the National 
Grains Authority in the mid-1970s as 
the agency to manage price stabilisa- 
tion. The NFA has takén over distribu- 
tion of certain sensitive food products 
which it sells at low prices — a heavy 
strain on the government budget 
Under the programme, the NFA will 
move from the Ministry of Human Set- 
tlements (which is headed by President 
Ferdinand Marcos’ wife, Imelda) to the 
strengthened Ministry of Agriculture 
and Food (MAF) 

For the programme to proceed effi- 
ciently, government management of 
agricultural activities must be sorted 
out. The World Bank has noted that re. 
sponsibility for the sector is dispersed 
among many ministries and agencies, 
leading to conflicts and poor coordina- 
tion, There has also been an overlap- 
ping of responsibilities and duplica- 
tion of functions. The resulting con- 
fusion inevitably leads to inefficien= 
cies. 

In the sugar and coconut! sectors, 
particularly, some important and pow- 
erful bodies have a level of autonomy 
which makes it difficult for the minis- 
tries to exert much influence on deve- 
lopment, the bank noted. The Philip- 
pine Coconut Authority, on whose 
board sit some large-scale coconut 
producers and millers, operates inde- 
pendently of the MAF. The Philippine 
Sugar Commission, a policymaking 
body, the head of which is also im 
charge of the marketing agency — Nā- 
tional Sugar Trading Corp. (Nasutra) 
— has reported directly to the presi 
dent. Under the new programme, the 
agriculture minister, together with the 
trade and industry minister, will sit 
on the governing boards of these 
sectors. 

The coconut industry provides 
come to about a third of the country's 
population and accounts for the 
largest portion of the country’s crop- 
ped area. It exports about 80% of its 
output, mainly coconut oil and copra, 
and has started producing and export- 
ing coconut-based chemicals. In 1980, 
a massive replanting programme to re- 





anin- 


place old, unproductive trees with new 
high-yielding varieties was launched, 
only to bé halted in 1982 after suspen- 


sion of a levy on coconut products — 
the source of funding for the scheme 
The government encouraged con- 
centration of coconut trading and mill- 
ing in the hands of one group, the Unit- 
ed Coconut Oil: Mills, Inc. (Uni- 
com), which accounts for about 70% 


47 






































rv. c dc ve er,ac cree alr 
| za Marcos deregulates t 
— Under the new policy, other millers 
may export their coconut products — a 
right previously reserved for Unicom 
- because of the government's desire to 
_ protect local producers through great- 


Pu er leverage in the world market. Farm- 


dom in marketing their products. The 
E lecree also says that any oil miller may 
= now export his products, subject to 
rules to be promulgated by such gov- 
ernment bodies as the Ministry of 
UT ade and Industry, the Central Bank 
(9 of the Philippines and the Philippine 
. Coconut Authority, "to ensure that 
coconut products are sold at competi- 
tive prices in relation to other fats and 
Y m and that the proceeds of such sales, 
less actual expenses, are remitted to 
_ the country." 
_ The sugar sector also is earmarked 
E or deregulation. Producers will be 
lable to sell their sugar to export mar- 
_kets themselves; previously, Nasutra 
- had sole claim on that activity. How- 
- ever, the independent producers are 
- still in a quandary on gaining entry to 
~ the United States market, 
— Philippine sugar commands prices 
considerably higher than those pre- 
" wailing in the world market. Nasutra 
insists it isthe solesupplier there, since 
the deal is on a government-to-govern- 
— ment basis. Sugar planters also have 
— complained that it has become ex- 
tremely difficult to get crop financing, 
oy with current low world 
prices. 


ne of the brightest areas in the 
programme is corn production. 
T It is said that the country has the 
potential to achieve self-sufficiency in 
grow corn — and generate surpluses 
for export — within a short period. The 
- revitalised corn programme has 
_ created a bandwagon effect, with some 
[ sugar planters shifting to the crop. 
- Possible export markets being eyed are 

-— Japan, Taiwan and South Korea. 
Called the Maisagana Programme, 
- the corn scheme has been boosted by 
i B by five hybrids developed lo- 
y by five private seed companies. 
- The crop's credit-support scheme has 
- also been revised to give farmers more 
- time to harvest their produce and find 








- corn was only for 120 days). To avoid 
over-enthusiasm reducing the pro- 
- gramme 's impact, corn planting for ex- 
- port will be approved only in desig- 
nated areas. In the past, farmers suf- 
fered from falling prices when 
everyone rushed into crops which were 
seen to be successful in the market. 

In the animal-feed and livestock in- 
dustry, which was previously under 
the control of the NFA, the import 

trade in yellow corn and other animal 
feeds will revert to the private sector. 
An import tariff of at least 10% will be 
~ imposed to protect domestic produc- 
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ers also have been granted more free-- 


where ` 


Suitable buyers (previously, credit for . 


vital to Serio = irrigation, fer- 
tiliser supply and agricultural credit — 
will be reduced, if not phased out en- 
tirely, to encourage farmers to improve 
efficiencies. In the case of fertilisers, 
the government already keeps prices to 
farmers low and still grants incentives 
to local producers. These policies have 
led to mounting government arrears to 
the fertiliser producers who, in turn, 





The last straw... 


After three years of falling prices and rising debt, 
Thailand’s farmers are nearing the breaking point 


By Paisal Sricharatchanya in Bangkok 


he financial squeeze on Thai farm- 

ers, who have traditionally formed 
the backbone of the country's econ- 
omy, is not new. But, more than three 
years after world rice prices went on a 
downward spiral — nose-diving from 
the most recent peak of nearly US$500 
a tonne in mid-1981 to only US$220 on 
18 January (5% white rice fob 
Bangkok) — the farmers’ economic 
hardship seems to have come toa head. 

Such conditions would have been 
conducive to unrest in a politically ac- 
tive Western society. But that prospect 
is virtually ruled out in Thailand, 
where a majority of the 17.5 million- 
strong workforce in the agricultural 
sector are poorly educated and unor- 
ganised. (The only exception is a small 
number of sugarcane planters who are 
well-organised and wield considerable 
bargaining power with the govern- 
ment and millers.) 

The deteriorating conditions re- 
sulted in a small-scale protest in 
Bangkok which at one stage 
threatened to escalate into a political 
crisis for the government of Prime 
Minister Prem Tinsulanond. For three 
days (8-10 January), about 3,000 peo- 
ple — farmers from central and 
upper-central plains provinces plus 
members of the opposition Chart Thai 
Party — demonstrated in front of Gov- 
ernment House, criticising the minis- 
ters responsible for agriculture and 
commerce and demanding an increase 
in paddy prices. 

Chart Thai Party leaders made no 
secret of their sponsorship: the party 
paid the food bills and provided make- 
shift dwellings for the protesters, 
among other things. But while it was 
apparent that the party was trying to 
score a political point, it was equally 
clear that many of the farmers were in 
genuine distress. The demonstrators 
dispersed after Prem paid them a sur- 
prise pre-dawn visit on 10 January and 
met their representatives alongside the 
Chart Thai leaders later in the day. 
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credit programmes have tended to 
make rural banks dependent on cen- 
tral bank funds (through central 
bank rediscounting of the lendings to 
farmers) rather than locally mobilised 
savings and efficient debt collection, 
the World Bank noted. Interest rates 
on government-sponsored agricultural 
credit will be phased out by raising re- 
tail lending rates and reducing the re- 








Essentially, the protesters  de- 
manded a paddy price of Baht 3,500 
(US$134.62) a kwien (or tonne) for 5% 
paddy, which is Baht 500 more than 
the government expects farmers will 
get during the current harvest season, 
plus a price freeze on various daily 
necessities. There was no specific com- 
mitment from Prem, apart from assur- 
ances that the responsible authorities 
would try their best to shore up prices 
and relieve the farmers' hardship. 

According to a survey by the Bank of 
Thailand (BoT — the central bank) 
economic research department for the 
week of 4-10 January, farmgate prices 
in the central, northeast, and northern 
parts of the country were, respectively, 
Baht 2,853, Baht 2,775 and Baht 2,757 
a kwien. These translate into a nation- 
wide average of Baht 2,801. January is 
the start of the main-crop harvest, and 
prices are normally low in this period 
as the new paddy output floods the 
market. According to rice-mill and 
trading sources, the current prices are 
about Baht 50-100 a kwien lower than 
at the same time last year. 

The lower prices are not the farmers' 
only problem. According to some of 
those present at the Bangkok protest, 
and others on farms in Ayutthya and 








discount rate subsidy. Also, the com- 
plex procedures followed by rural 
banks have driven many farmers to in- 
formal lenders who charge higher in- 
terest rates. The rural banking system 
will be simplified and strengthened 
after a study to be conducted under 
World Bank auspices. 

According to the World Bank, the 
chief long-term gain from the policy 
section of the programme is the ex- 
pected improvement in production in- 
centives and more efficient resource 
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Rice harvesting: paddy pawning. 








Suphan Buri (in the Central Plains) in- 
terviewed by the REVIEW, most farmers 
have debts which run into tens of 
thousands of baht — the result of de- 
clining paddy prices over the past 
three years. Many others elsewhere in 
Thailand are presumably caught in a 
similar indebted situation. Their trou- 
bles have been aggravated by rising 
prices of daily essentials such as veget- 
able oil and kerosene, which along 
with other consumer goods soared as a 
result of November's baht devaluation. 

The broader government policy to 
decontrol rice exports this year re- 
mains unchanged; on top of private ex- 
ports (the larger portion of total ex- 
ports), exporters are required to keep 
stocks to be eligible for handling gov- 
ernment-to-government deals. 

But in the wake of threatened farmer 
protests, the government in mid-De- 
cember ‘hurriedly mapped out a 
supplementary scheme, hoping it 
would shore up prices. Initiated by the 
Ministry of Agriculture and Coopera- 
tives, the programme in essence allows 
farmers to “pawn” their paddy with 
rice mills for three months in anticipa- 
tion of higher prices by then. 

In practiée, the government has set 
Baht 3,000 a'kwien (of 5% paddy) as 
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| allocation achieved by giving an in- 


creasing role to market mechanisms. 
These moves will help reduce the 
budget deficit in the long run. The in- 
stitutional reforms, on the other hand, 
should mean better intra-sectoral 
planning and coordination under the 
leadership of the MAF and better pub- 
lic-investment planning. 

But the programme is not without 
risk. For instance, demand for project- 
financed inputs may fall if the costs of 
these items increase faster than output 


the minimum support 
price. Farmers who 
choose to participate in 
the scheme would re- 
ceive half of that 
amount, or Baht 1,500, 
right away and obtain 
the other half by April. 
Should market prices 
rise beyond Baht 3,000 
by then, farmers would 


get the excess at 
the expense of the 
mills. 


The government pro- 
mised to allocate Baht 1 
billion from the state- 
administered Farmers 
Welfare Fund, and 11 
local banks, which will 
together match that 
sum. The money would 
be | made available 
through some 508 rice 
mills in 46 provinces 
throughout the country, 
and would be sufficient 
to buy an initial 1.3 
million tonnes of paddy. 

The Public Warehouse Organisation 
and the Bank for Agriculture and Ag- 
ricultural Cooperatives, two other 
state-run corporations, are separately 
engaged in a similar paddy 
“mortgage” scheme whereby they 
would purchase up to 200,000 tonnes. 


pues the paddy-pawning scheme 
was announced in mid-December 
— it officially became effective on 2 
January — government officials have 
claimed that its psychological effect 
has led to a gradual upturn in paddy 
price levels. A concerted public-rela- 
tions campaign — including an almost 
daily progress report aired on the 
state-run Radio Thailand — has kept 
proclaiming its significance. But be- 
cause of logistical problems and red 
tape, the scheme was still not in full 
operation by 18 January. 

Even so, the indications at this stage 
are that the programme would neither 
generate any significant interest from 
farmers nor trigger any meaningful 
rise in prices. Farmers contacted by the 
REVIEW generally indicated that they 
prefer to sell their entire output to 
middlemen or rice mills even at less- 
favourable prices, rather than wait 











prices, which would reduce the short- 
term production impact of the pro- 
gramme. The World Bank is also wor- 
ried that, over time, organisational and 
sectoral management changes in gov- 
ernment may weaken commitments to 
the programme and the reforms. The 
bank has linked its future assistance to 
satisfactory performance of mutually 
agreed reforms, and it is suggested that 
other ministries be involved in the 
programme — to keep the MAF on ts 


toes. Oo 





three months for the second half of the 
promised Baht 3,000 

In a commonly expressed view, a 
Suphan Buri farmer said: “We simply 
need all the money we can get in one 
lot. Receiving half is just not enough to 
pay off various debts.” With the excep- 
tion of a small minority of well-to-do 
farmers who can afford to wait until 
prices rise later in the season, the same 


| pressure seems to face the majority of 








poor farmers. This points to the strong 
likelihood that, in the end, the paddy 
output coming under this scheme 
would be marginal. 

The small difference between pre- 
vailing market prices and the govern- 
ment-support level is also seen as 
another major deterrent. “The scheme 
can work only if there is a difference of 
Baht 300-400 or more [per kwien]. But 
if that were the case, rice mills would 
not want to take the risk [of having to 
pay the other half in three months,” 
said a rice miller in Suphan Buri. There 
are other complications — farmers 
must pay the transport costs to rice 
mills and face deductions against the 
value of their rice for moisture and 
adulterants — which constitute added 
disincentives. 

Analysts contend that even if the two 
schemes were to be fully operational, 
the aggregate volume of paddy in- 
volved would be insufficient to gener- 
ate a real impact on prices. According 
to the Office of Agricultural Econo- 
mics, this year's total paddy produc- 
tion is projected at 19.2 million tonnes 
(including 16 million tonnes for the 
current main crop), marginally less 
than the 19.45 million tonnes last year 
"The [scale of this| programme is not 
going to achieve any result," com- 
mented a BoT rice researcher 

Private experts predict that paddy 
prices are not likely to rise by any 
significant degree over the next few 
months. There is another surplus in 
global production this year, and 


| foreign buyers are delaying their pur- 


chase orders. A crucial factor in shor- 


| ing up domestic prices is whether the 


government succeeds in accelerating 
overseas shipments during this period. 
Equally important, Thai exporters 
themselves will have to avoid severe 
price-cutting — a common practice in 
recent years which aggravated the al- 
ready low prices. 
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The curtain goes up 








Peking permits foreign investment all along its coastline 
— creating differing rules and added confusion 


By Mary Lee in Peking 


A clearly confident China has rolled 
up a large section of its bamboo 
curtain, declared itself “open to the 
outside world” and hung signs on 
nearly all its cities inviting foreign in- 
vestors to come and do serious busi- 
ness. 

The four special economic zones 
(SEZs) in Guangdong and Fujian pro- 
vinces, 14 coastal cities (all former 
treaty ports) and Hainan island (19 
“open” areas in all) have specifically 
designed tax and other incentives for 
the foreign investor. But every provin- 
cial capital is doing its best to attract 
foreign investment. 

The foundation for all this was as- 
sembled in piecemeal form, beginning 
in mid-1979 with the State Council's 
decision to set up four SEZs in the 
south. Then a joint-venture law was 
published for the first time (albeit one 
full of holes), quickly followed by pro- 
cedures for "compensation trade" — 
both of which were designed to attract 
foreign investment to these four zones. 
The following year, a tax law for joint 
ventures was promulgated. 

But even as businessmen battled 
with bureaucracy in an effort to fulfil 
their hopes of doing business with a 
potential market of 1 billion people, 
Chinese leaders were growing impa- 
tient with the rate of progress in the 
showpiece SEZ — Shenzhen. 

In April 1984, after the country's 
three top leaders — Deng Xiaoping, 
Premier Zhao Ziyang and the party's 
General Secretary Hu Yaobang — had 
visited the Shenzhen, Zhuhai and 
Xiamen SEZs, the State Council de- 
clared 14 cities along the entire coast 
plus Hainan island open to foreign in- 
vestment, thus introducing a real ele- 
ment of competition into the country's 
economic-development programme. 
Then came the much-publicised “deci- 
sion on reform of the economic struc- 
ture" and suddenly, the race to get 
foreign technology and funds was on. 

For foreign investors, the prospect of 
having access to a market of 1 billion 
consumers no longer seems like a 
pipedream. The Chinese — in particu- 
lar the rural population — are getting 
richer and now want visible improve- 
ments to their standard of living: they 
aspire to own colour TV sets, re- 
frigerators, trucks, washing machines 
and better radios, bicycles and cloth- 
ing. Even local factories are taking 
note of the vast potential sales in their 
own domestic market. 

Recently, State Councillor Gu Mu, 
head of the China Coastal Cities Eco- 
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nomic and "Technical Development 
Corp. (CCETDC) — the policymaking 
and coordinating body for the 19 “open 
areas" — reportedly pronounced the 
entire coast open to foreign invest- 
ment. Taken literally, this does not 
make much sense as the parts of the 
coast which have not been "opened" 
are simply not ready for the demands 
of foreign businessmen. In fact, Shan- 
tou among the SEZs, and some of 
the 14 coastal cities plus Hainan are 
not even equipped with administra- 





tive support or infrastructure to cope 
with the responsibilities which the 
central government has placed on 
them. 


well-placed source within the 

CCETDC said Gu in fact was refer- 
ring to the 19 areas which had been of- 
ficially opened. The strategy, he said, 
was a long-term one, to transfer the 
SEZs’ experience with new industry to 
the 14 cities and Hainan, at the same 
time as this experience was being 
shared with the country's inner re- 
gions. 

The central government's determi- 
nation to raise the level of industrial 
technology is clearly behind the deci- 
sion to open the 14 coastal cities. In 










. cnma 15 now ready ] ! 
US$14.2 billion of its foreign-ex- 
change reserves (which stood at 
US$16.5 billion in June 1984) to buy 
foreign technology. The Bank of China 
has also said that new and more 
flexible loan policies will enable 
"thousands" of domestic enterprises to 
borrow foreign exchange to import 
equipment and repay in renminbi. 

The need to upgrade industrial 
equipment is great: official figures 
show that in 1980, 20% of China's cap- 
ital stock was already 10-20 years be- 
hind that of the West. Another 20% — 
while technologically backward — 
worked well, but the remaining 60% 
should have been scrapped or reno- 
vated. The combined industrial output 
of the 15 coastal areas is reportedly 
equal to a quarter of the nation's total. 

But while the reasons for throwing 
19 areas and cities open to foreign in- 
vestment and technology transfer are 
clear, how the preferential systems 
will operate is not. This is due largely 
to the intensity of competition among 
the 19, coupled with the inexperience 
of most local authorities both in mak- 
ing decisions and in dealing with the 
outside world. However, there are im- 
portant differences between the SEZs 
and the coastal cities and even among 
the coastal cities themselves. 

In the SEZs, which are being built 
almost from scratch, foreigners can in- 
vest in anything which the state deems 
useful for the country, be it, for exam- 
ple, production of goods for export or 
construction of private-housing es- 
tates. These can be-joint ventures, 
cooperative enterprises or wholly 
foreign-owned operations. Because 
every factory or business established 
in the SEZs is new, imports of capital 
and consumer goods (except cigarettes 
and liquor) are exempted from cus- 
toms duties, and a uniform 15% in- 
come-tax rate is applied. 

In the coastal cities, only factories 
where plant is bemg upgraded by 
foreign investment, enjoy the 15% tax 
rate (or less for target projects such as 
transport, energy and telecommunica- 
tions). Only “key equipment and other 
materials necessary for technical 
transformation which cannot be read- 
ily obtainable in China" will enjoy 
exemptions from customs duties prior 
to 1990, according to Gu. 

However, each coastal city also has 
been granted the right to establish an 
Economic and Technical Development 
Zone (ETDZ) outside the city centre, 
which will offer a uniform tax rate of 
15% for all projects and waive the 
usual 10% profit-remittance tax. 

Only the ETDZ in Shanghai (one of 
the 14 coastal cities) enjoys the same 
status as the four SEZs. This means 
that if an enterprise is within the zone, 
it will enjoy the preferential tax rate of 
15%. A joint venture outside the zone 
— involving the setting up: of a new 
factory, and not the upgrading of an 
existing one — is liable to tbe standard 
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.' coordinating their efforts." 





. The major source of confusion for 
foreign investors, however, is not the 
tax rate but. who has the authority to 
approve projects. The municipal gov- 





have the power to approve projects 
each costing no more than US$30 mil- 
lion. Dalian. and Canton have the 
power to approve projects of less than 
US$10 million each, and the other 10 
cities may approve projects OIE 
tees than USt million. 


ne official oe is well aware of 
the confusion afflicting both local 


authorities: and foreign investors is. 


"Jing Shuping, president of China In- 
ternational Economic Consultants Inc. 
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REVIEW MAP by Frank Tam 


China International Trust and Invest- 
ment Corp. The various cities and 
zones, he said, must discover their own 
Special characteristics, strengths and 
weaknesses. 

"We want to stir up the enthusiasm 
of the grassroots units — the enter- 
prises — to get things done," he said. 
"We are only just beginning, so the 
confusion is natural. But if we start 
putting too many rules and regulations 
[in an effort to introduce some order to 
the situation] they will get discour- 
aged. Thé time will come when the 
cities and/zones will ask for help in 


Another:source of confusion for d 
in estor: Wes iin n fact that 


there: E e 






which is the consultancy arm of the | 


the exercise of its authority. 
50, while a comprehensive 
framework for the country's moder ae 
sation has been provided by the centr: 
committee’s 21 October 1984 d o 
to reform the economic structure, it 
wil be some time before the dust set- 
tles and local authorities and foreign 
investors can deal with one another in 
a systematic way. The mountainous 


bureaucraey facing foreign business- 


men has yet to be reduced effectively, 
despite promises by government. 
What foreign businessmen find en- 


7 make high profits from shares has 
been to invest when the outlook is 
uncertain and sell when prices 
have recovered, 


Today many commentators are uncertain 
about the course of the US economy and 
this is reflected in lower share prices. But 
where they see problems, we at Save & 
Prosper International see a good buying 
opportunity — the chance to buy into the 
US economy at good value prices. And that 
is why we believe ope should ppc 
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smaller companies in the short t 
term. 





About Save & Prosper 
International 
Save & Prosper International has b 
active in the field of investment for t 
expatriates for more than a decade. 
The company is a subsidiary of Saves 
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leading unit trust groups and a major 
force in life assurance, pensions and - 
annuities. 

On ist October 1984 the Group 
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- The rush is on to develop ultra-high-speed machines 


apan on the fast track 
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By Gene Gregory in Tokyo 


LA mong the top-priority items on 
AZ the United States-Japan agenda 


ff discussed by President Ronald 


b 


D 
i 


Reagan and Prime Minister Yasuhiro 
Wakasone at their California summit 
‘was the nascent Japanese National 


—Superspeed Computer Project. The 


fact that the US saw a need to elevate 


— the issue to such levels was remarkable 


‘and shows just how seriously it is tak- 
ng the Japanese challenge in the 
ere of supercomputers. In the 


"scant three years since it launched the 


National project, Japan has made up 


— much of the ground covered by the US 


"a 


A 


the past 15 years. American techno- 
ogical supremacy in this field is being 


~ challenged at a time when the market 


~ 


wj 
* 
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r 


for supercomputers looks set to ex- 
pand significantly, not least through 
the impetus of Japanese production 
and marketing technology. 

At present, these ultra-fast, expen- 


- sive machines are limited to such ap- 
| plications as information processing 


or government agencies, laboratories 


T and, increasingly, large industrial cor- 


— porations. But their uses are also ex- | 


tending to design applications in vehi- 


—eles, aerospace, development of new 


chemicals and in the fast-growing area 
‘of biotechnology. 

At the time of the Reagan-Nakasone 
meeting in early January — the two 


T sides still do not see eye to eye on 
T Supercomputers — there were still 


—Scarcely more 
- machines 


than 130 of these 
in operation worldwide. 


— Fewer than 10 of these were built by 


the Japanese; virtually all the rest were 


— products of two American firms: Cray 


* 
E 
a 


Research, Inc. and Control Data Corp., 


(CDC), a duopoly which had dominat- 
‘ed world markets since the first ultra- 


~ high-speed numbe: crunchers were 
— built at the beginning of the 1970s. 


E 
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The problem raised at earlier techni- 
cal meetings between representatives 
of the two countries was access to Ja- 

"panese markets — particularly univer- 
sities. But in the background loomed a 
larger issue, the Japanese national 


— supercomputer project. (This is not the 


P 


^ 


f 


same as the Fifth Generation Com- 
puter Project, which is intended to de- 
velop and incorporate concepts of arti- 
ficial intelligence in the next genera- 
tion of computers.) 

It is aimed at the design of machines 
with a sustained execution rate of 
about 10 billion floating-point opera- 
tions per second (gigaflops) — the 
standard measure of computing speed 
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— or 100 times faster than supercom- 
puters available from leading Ameri- 
can makers and 10 times faster than 
the projected peak speed of the next 








Ithough the concept of supercom- 

puting has been traced back to 
Charles Babbage in the 1830s, and 
even to the Greeks of Salamis in 100 
BC, the terminology of today is calcu- 
lated to confuse, especially since it is 
badly tangled with the vocabulary of 
fifth-generation computers. Some def- 
initions: 

Supercomputers: Currently, com- 
puters which process data at 20 mega- 
flops (million floating-point opera- 
tions a second) or higher speed, but the 
fastest supercomputers today operate 
at sustained speeds of 400 megaflops 


and peak speeds of 1 gigaflop or | 


higher. Speeds on supercomputers 
vary depending on how much of the 
data flows through parallel scalar or 
through vector processors. 

In the future, supercomputers may 
operate simultaneously in  multi- 
dimensional arrays with many paral- 
lel operations being performed in à 
pipelined way. Over the past 30 years 
the raw speed of the fastest computers 
has approximately doubled each year. 


Scalar processor: Operates on indi- 
vidual data elements with instructions 
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Reagan and Nakasone in California: top priority. 


KEY TO THE SUPERCOMPUTERS 











generation of Ameri- 
can machines. 

This speed would 
be attained by using 
entirely new semi- 
conductor devices, 
distributed parallel- 
processing architec- 
ture, 1 billion bytes (1 
gigabyte) of memory 
and a memory band- 
width of 1.5 giga- 
bytes a second. To 
meet these specifica- 
tions, the Scientific 
Computer Research 
Association was es- 
tablished under 
Ministry of Interna- 
tional Trade and In- 
dustry (Miti) auspices, 
combining six lead- 
ing integrated com- 
puter/semiconductor manufacturers 
under the coordination of the National 
Electrotechnical Laboratories in Tsu- 
kuba Science City. 





that yield one result for each instruc- 
tion. To perform a single operation on 
all elements of an array (such as cal- 
culating a 5% turnover tax), the scalar 
processor must loop through the table 
of numbers constituting the array, re- 
peating the same instruction on each 
element to achieve the desired results. 


| Scalar processing therefore requires 


fast circuitry for high performance. 


Vector processor: Uses only one in- 
struction to perform a single calcula- 
tion on an array of data and achieve an 
array of results, all in one operation. In 
supercomputers, the more data vec- 
torised, the faster the operation. Vec- 
tor processing is usually not available 
on general-purpose mainframe or 
minicomputers. However, vector pro- 
cessing is a feasible alternative to sca- 
lar processing only when repetitive 
operations must be performed. 


Array processors: Do not include 
scalar processing. Array processors are 
usually configured as peripheral de- 
vices on which both mainframe and 
minicomputer users can run vectorisa- 
ble portions of programmes. 
Synonymous with the vector process- 
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The immediate US concern over pos- 
sible Japanese inroads in supercom- 
puters was evidenced in reports of sci- 
entists from Los Alamos and Lawrence 
Livermore National laboratories after 
their visits to Japanese computer 
centres in early 1982. Their conclu- 
sions that the Japanese could even- 
tually surpass the 
Americans was sub- 
stantiated in the fol- 
lowing 15 months by 
successive announce- 
ments of progressive- 
ly superior machines 
to be placed on the 
market by Japanese 
manufacturers by 
1985. The US$200 
million supercompu- 
ter market became 
the most sensitive in 
the history of the in- 
formation-process- 
ing industry. 

After years of being 
virtually a one-com- 
pany industry, the 
market was teeming 
with new players, 
projects and funding. 
A super-sensitive, se- 
curity-related technology which the US 
had gone so far as to specifically deny to 
France for nuclear development in the 
late 1960s was clearly out of control. 


or, but operating as independent 
units, array processors can, in some 
applications, serve as an inexpensive 
alternative to supercomputers. Unlike 
the more elaborate parallel-processing 
supercomputers, array processors are 
produced and sold in volumes akin to 
minicomputers. 


Parallel processing: Concurrent ap- 
plication of two or more processors to 
perform simultaneous operations in a 
single task. Superspeed computers 
must use high-speed vector processors 
in tandem with scalar processors, di- 
viding each task for optimal use of the 
multiple processors under a central 
operating system control. The process- 
ors may or may not be pipelined. 


Pipelining: Speeding computer op- 
erations by breaking down instruc- 
tions into discrete steps for processing 
in an assembly-line system, with dif- 
ferent steps in the preparation and 
execution of an instruction performed 
simultaneously. 

In a strictly sequential processor, in 
contrast, all operations on one instruc- 
tion are completed before processing 
of the next begins. An essential adjunct 
to pipelining is the use of vector regis- 
ters — high speed memories to store 
temporarily and then feed instructions 
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That this should have come as a sur- 
prise to the US is in itself surprising to 
the Japanese. For at least a decade, and 
in fact since 1957 when electronics was 
identified as a key industry, it has been 
plainly evident that information tech- 
nology is considered essential to the 
economic development, and survival, 


The Hitac S-810: wave of the future. 





of Japan. Computers were obviously of 
central import. 

Japanese policymakers had acted on 

the premise that Japan is more depen- 
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to the pipeline at a speed that is greater 
than is possible when instructions 
must be called up from the computer's 
main memory. 


Floating-point operations: Refer to 
the binary version of representing 
numbers called scientific notations. In 
ordinary scientific notation a number 
is represented as a product in which 
one factor (the mantissa) has a mag- 
nitude between 0.1 and 1, and the other 
factor (the characteristic) is an exact 
power of 10. 

Thus, 7,100 is represented as .77 x 
10* and 77 as .77 x 107. The computer 
relies on a binary version of floating- 
point notation, making possible a 
standard representation of a very wide 
range of magnitudes. A single floating- 
point operation is the addition, sub- 
traction, multiplication or division of 
two floating-point operands to get a 
floating-point result. Computer speeds 
are expressed in terms of floating- 
point operations a second, or flops. 


Fifth-generation computers: The 
proposed next generation of com- 
puters, to be produced in the 1990s, 
which will have radically new inferen- 
tial architectures to exploit the poten- 
tial of developments in artificial intel- 
ligence. — GENE GREGORY 


| with Japanese domination), or a three 
to US 
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dent on information technology tori | 
economic future than most other's 
vanced industrial countries. New g 
erations of computers will serve ast 
prime movers in an increasing ranges 
industries, helping to improve @ 
ciency where productivity has in = 
past been little influenced by autom 
tion. 
But computers are also much more 
than critical tools that will determine 
the future comparative advantage @ 
Japanese industry; they will also be es= 
sential for the management of the 
ecosystem and dealing with a myri 
of problems of an aging society. How 
ever, what in a techno-economic cons 
text is vital to the security of Japan is 
seen in the US as a threat to national, 
supremacy in crucial military technol= 
ogy. 


aqa 
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interests that have resulted in t 

current US-Japan confrontation, 
not an inadvertent trespassing on US 
national-security interests by the Ja= 
panese or an attempt to replace a 
domination of this sector. Japanese dr 
formation-policy specialists, s 
and industry leaders have made c ea 
their intentions to push forward f 
state-of-the-art in supercomputing, a$ is 
well as fifth-generation technology, 10 ; 
longer confining their efforts to copy- 
ing US leaders. r 

This is not to suggest that the Jap in- 
ese view their future success as neces: 
sarily entailing the loss of present in- 
dustry leadership by American firms 
(replacing US domination, in effe i 
security. Given the high 
technological level of the Japan 
electronics industry, the expanding 
market for supercomputers and their 
vital importance, the development of, 
supercomputer production capability” 
is seen rather as a natural course ob 
open worldwide competition. 

Japanese computer makers take 
seriously the expressed confidence of 
Cray Research that it will be able te 
match Japanese advances in supere 
computer technology. Also, there are 
few illusions among Japanese industry 
leaders that they will be able to pene 
trate readily the US Government mar- 
ket, which has accounted for the bulle 
of supercomputer sales in the past and 
will remain very important. 

If there is some dismay over US 
rhetoric concerning a market that i 
currently running at barely more tham 
US$200 million a year, the riposte of 
the US Government with increased 
outlays for research and development? 
(R & D) and other help for American” 
industry does not surprise to the Ja-^ 
panese. 

The Japanese industry has formu- b 
lated its strategies in anticipation of 
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only S and AGerean, but 
European, and possibly others. 
notion that. any country, or firm, 
dominate major sectors of the i in- 










es and ther reasons, Japan- 
ipercomputer strategies differ 
ose of the US pioneers. Super- 
uters were not built by the lead- 
IS computer manufacturer, IBM, 
“dwarf” companies looking for 








e unmolested by IBM. 

n Seymour Cray left CDC, 
ch he had helped create but later 
d to be unable or unwilling to sus- 
a sufficiently high commitment to 
advancement of superspeed com- 
ters, he intended to build only one of 
s projected giant number-crunchers 
year. Even after the favourable ini- 















al Laboratory, which took delivery 
he first Cray 1 in 1976, the new 
pany that began producing these 
anced computers in Wisconsin in- 
eased production only to four 
'hines a yearin 1978 and 13 in 1984. 


n 1982, when Japanese computer 
akers announced their imminent 
ntry into the field, there were only 
supercomputers in operation 
Idwide. Of those, 35 had been built 
‘ay Research, 14 by Control Data 
e by Deneloor, a small Colorado 
r of multiprogramming machines. 
8 of those superspeed computers 
e operating in the US, 10 at Los 
mos and most of the others at vari- 
vernment laboratories and agen- 
It was a restricted market, for 
ch the US builders had developed 


manner from general-purpose 
inframes. 

he Japanese entrants — Fujitsu, 
achi and NEC — are, in contrast 
h the US firms, major, highly inte- 
ted electronics companies produc- 
g a full line of computers, from per- 

to the largest and fastest main- 
ames, and are at the same time 
iong the world's top 10 semiconduc- 
r manufacturers. Not only did these 
akers build their new superspeed 
chines to operate on the same 
vare used by their standard main- 
ame models, but this meant both 
jitsu. and Hitachi would supply 
chines compatible with IBM main- 
ames. 

: This does not mean that IBM will not 
efend its accounts in all markets from 
nroads by Japanese supercomputers. 
BM has always priced the two-pro- 
essor version of its mainframes very 
iggressivelv, and a two-header top-of. - 


al machines programmed in a dif- 





s in the market where they could | 
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the-line scalar Sierra model will be 


enough to deter many IBM users from 


upgrading to supercomputers. But the 
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PCM (plug-compatible machine) mar- 
ket is sufficient fertile ground for Fujitsu 
and Hitachi to reach their goals with- 
out major victories in IBM territory. 

From the outset Japanese manufac- 
turers adopted a global stragegy de- 
signed to take maximum advantage of 
the absence of IBM from the supercom- 
puter marketplace. By producing IBM- 
| machines, Fujitsu and 
Hitachi offer the widest number of 
computer users at home and abroad 
the option of moving to more powerful 
machines without heavy expenditures 
of time and money for adapting new 
special software. | 

But the global str ategies of Japanese 
makers — including NEC — are based 
upon other elements of a perceived 
economic reality that have not 
weighed as heavily in plans and opera- 
tions of American leaders in the field: 
» Firms in a widening range of high- 
technology industries, and virtually all 
of the key industries to which Japan's 
economic future is linked, are begin- 
ning to feel the need for ultrafast com- 
puter processing. Advanced computer 
graphics, computer-aided design, 
structural design of buildings, complex 
machinery and distribution | systems, 
all searre massi mes of data, 
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fifth generation intelligent computers, 
and is expected to be a vital factor in 
the development of data processing | in 
the 1990s. 

» Supercomputer development is disd 
linked with progress in semiconductor 
technology. Not only is the computing 
power which they offer vital to very 
large-scale integrated-circuit. design, 
making the availability of supercom- 
puters a critical factor in assuring a 
competitive edge in future generation 
of devices. Supercomputers require 
micro-electronic devices with in- 
creasingly higher switching speeds, 
which can only be attained by develop- 
ing new integrat- 
ed-circuit tech- 
 nologies. _ | 
> By effectively 
responding . to 
potential world- 
wide demand for 
supercomputers, 
Japanese makers 
see the possibil- 
ity of cutting 
prices sharply. 
Although the li- 
mited market 
served by US su- 
percomputer 
builders hasa re- 
latively low price 
‘elasticity of de- 


mand, which dias tended to limit 


their search for broader strategic op- 
tions, industrial users are likely to 
much more sensitive to lower 
prices. | 

With the 1980s at mid-passage, 
supercomputers still occupied the 
niche that first-generation computers 
had occupied in the early 1950s. Those 
earlier machines cost even more, fac- 
toring in inflation, and were so power- 
ful that only a. special group of users 
could find applications for them or af- 
ford them. Yet in the US alone, there 
were 13 computer manufacturers. Re- 
mington Rand was the leader, IBM was 
only beginning to break with its tradi- 


tional punch-card. technology and the 


two accounted for only nine electronic 
computer installations between them. 


y comparison, the worldwide 


supercomputers. park at the be- 
ginning of 1985 had reached 130, 
with only nine installations in Japan: 
| three 


four Fujitsu VP 1 0/2005, 
Hitachi 5-810/20s and t 
machines. By 1990, itis eštítíated that 
at least 100 supercomputérs will be 
operating in Japan. World market esti- 
mates for 1990 vary widely from 400- 
500 machines, to’ as ‘many as 1 ,000. 
Not surprisingly; | her. 
mates of dema d are 
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aiming at a broader range of users. 

Fujitsu has already concluded ar- 
rangements with the Amdahl Corp., in 
which it holds 49% equity, to market 
its supercomputers in North America 
and Europe. Initial benchmark tests in 
the US indicate that the sustained 
throughput — which measures both 
central processing-unit speed and 
input/output speed, reflecting a 
machine's overall performance — of 
the Amdahl 1100 and 1200 (identical to 
the Fujitsu VP-100 and VP-200) com- 
pares favourably with the competition. 

The 1100 sustains speeds of 175 
megaflops and the 1200, 300 mega- 
flops. The 1100, in sustained 
throughput, is one to two times faster 
than the Cray X-MP uniprocessor and 
twice as fast as the two-pipeline CDC 
Cyber 205. 

While some computer scientists dis- 
count the advantage of IBM compati- 
bility, pointing out that if a customer is 
prepared to vectorise 
scalar software code, 
the same results can 
be obtained on a Cray 
with an IBM upfront, 
others assert that 
programmes de- 
veloped from the 
start for vector pro- 
cessing on supercom- 
puters will run 20-30 
times better than sca- 
lar programmes con- 
verted to vector pro- 
cessing. 

Wall Street com- 
puter-industry 
analysts have been 
consistently bullish 
on Amdahl's ability 
to reach a new class 
of users. Based upon 1/58) / 
an estimated 10 let- l 
ters of intent to pur- : 
chase machines at 
the outset, Amdahl 
supercomputer shipments are expect- 
ed to reach US$50-75 million this year, 
rising to at least US$200 million in 
1988. 

This figure, which appeared to some 
to be conservative before Fujitsu's 
January announcement of its new VP- 
400 with one-gigaflop processing 
speed, will probably be revised up- 
ward in future projections. The earlier 
ambitions of Amdahl to take on 20% of 
the rapidly expanding US market now 
look feasible. 

In Europe, Siemens, which an- 
nounced the introduction of vector- 
processing systems in September 1984, 
will market Fujitsu-made supercom- 
puters under its own brand name in 
competition with Amdahl, from al- 
ready well-established market posi- 
tions for Fujitsu-made mainframes; 
Amdahl. and Siemens, both offering 
Fujitsu-made machines, are expected 
to cut into.Cray's and CDC's European 
market share more deeply than Am- 
dahl can in the US. 
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Although major European govern- 
ments all have supercomputer projects 
and will spend heavily over the coming 
decade to develop their own technol- 
ogy in ultrafast computer processing, 
initially they may opt for Japan- 
ese machines to limit dependence on 


US suppliers. 
2 strategy in the US, supplying 
National Semiconductors subsi- 
diary National Advanced Systems 
(NAS) on an OEM (original equipment 
manufacturer) basis, building on its 
existing market position in superspeed 
machines established with its earlier 
array processor capable of a peak 
throughput of 28 megaflops. 

In 1982, Hitachi responded to the 
Fujitsu entry into the ultrafast market 
with its two-model S-810 series — the 
S-810/20 with speeds up to 630 mega- 
flops and a second model, S-810/10, 


itachi has followed the Fujitsu 





rated at 316 megaflops. In Europe, 
Hitachi-made  supercomputers are 
being offered by NAS, Olivetti and 
BASF as vector-processing extensions 
of the Hitachi-built line of mainframes 
the three vendors have been marketing 
for the past five years or so. 








The X-MP (top); Cray; Fujitsu president Takuma Yamamoto; the VP-100: more players. 


NEC is following quite an indepen- | 


dent strategy. While its new SX series 
has software compatibility with its 
own mainframe models, neither are 
IBM-compatible. “IBM architecture is 
20 years old," NEC supercomputer 
marketing manager Akihiro Iwayo 
pointed out. "To assure IBM-compati- 
bility, some performance compromises 
are necessary which NEC chooses to 
avoid." As a result, NEC succeeded in 
surpassing both Fujitsu and Hitachi, 
unveiling machines with operating 
speeds up to 1.3 gigaflops, or 10 times 
the rated capacity of the Cray 1S and 
twice as fast as the X-MP two-way 
processor, which has a peak 630- 
megaflop throughput. 


NEC has led with advanced 
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semiconductor technology. Both NEC = 
machines, the SX-1 and SX-2, feature 
high-speed logic circuit large-scale 
integrated circuits (LSIs) with a den- 
sity of 1,000 gates per chip and delay 
times of only 250 picoseconds. The SX 
system utilises unique, high-density 
packaging with 36 LSI chips mounted 
on a ceramic substrate 10 cm square 
and minimal wiring length between 
packages, achieving higher speeds 
Cooling, which is a crucial factor m 
supercomputer design, is a direct lie 
quid system within the LSI packages, 





| but the cooling unit itself is air cooled 


and requires no special equipment, 
High-speed main memory elements 
with a maximum data-supply rate of 
11 gigabytes a second is supplemented 
by an extended memory offering sig- 
nificantly higher performance than 
obtainable with a magnetic-disk unit 

The architecture of the world's first 
gigalevel machine is based on multiple 

parallel processing 

using four sets of 
four-vector pipe- 

lines, | enabling à 

maximum of 16 paral- 

lel vector operations 
to be performed 
simultaneously. Al- 

though for the im- 

mediate future NEC 
expects this powerful 
system to be most 
useful for customers 
handling . complex 
scientific calcula- 
tions, weather fore- 
casting and architec- 
tural design, a broad- 
er customer base is 
sought in energy-re- 
lated, manufacturing 
and distribution com- 
panies, which are ex- 
pected to be attracted 
to the increased cost- 
performance of the 
new superspeed machines. 

Although Hitachi encountered some 
embarrassing difficulties with the 
operating-systems software for the 5- 
80 series, which was found to infringe 
IBM software, both Fujitsu and NEC 
have demonstrated originality and 
competence in their software design. 


| Fujitsu's has been given high marks by 


users, offering what it calls a highly 
advanced compiler, Fortran 77/VP, 
that can vectorise standard Fortran 77 
and Fortran IV programmes 

Although such compilers are not 
new, Fujitsu's is an advance because it 
significantly speeds up "if" statements 
(n computer programming, an in- 


| struction to jump to a specified state- 


ment if a condition is satisfied), which 
has proved impossible with conven- 
tional methods. Yet this software is an 
extension of its current system, operat- 
ing like a mainframe requiring no spe- 
cial operator training or cooling. 

NEC also features Fortran 77/SX, a 
powerful compiler which automati- 
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: ieoniplitated if statements; mirin 


"3 functions and list vectors, improving 


> Bibereasi performance by substantially 
creasing the vectorising ratio. 
If, as past experience suggests, 
- supercomputer sales tend to follow 
- good software, since somewhere be- 
tween 20% and 80% of all Fortran code 
— is theoretically vectorisable, these ap- 
> proaches are likely to work well. But, 
- more important, such software-design 
- achievements lay to rest an outdated 
_ myth that the Japanese industry is in- 
- berently limited in software. 


























A nd this is just the beginning. The 
44M six major Japanese semiconduc- 
E 4 tor manufacturers, which in- 
clude the three supercomputer makers, 
have joined with Miti's Electrotechni- 
‘cal Laboratory (ETL) in the Scientific 
Computer Research Association 
(SCRA), an agency formed to imple- 
ment the National Superspeed Com- 
. puter Project. 
— Begun in 1981 with a ¥23 billion 
i (US$100 million), nine-year budget 
funded by Miti, to be supplemented by 
additional funds from the six com- 
— panies, the project got under way in 
"January 1982 and was scheduled for 
completion by 1989, a vear before the 
“completion of Fifth Generation Com- 
puter Project. Following completion 
all results — device technology, ar- 
| chitecture and software — realised by 
the SCRA will be available to member 
_ firms and for licensing to others. 
The first three years of the project 
were devoted to the development of 
“new device technology for high-speed 
‘logic and memory. By 1983, significant 
2 vances had been made in Josephson 
junction devices, high-electron mobil- 
‘ity transistors (HEMT) and galium ar- 
_ senide. Evaluation of the new devices 
1s expected to be completed this year. 
_ While the ETL has been conducting 
~ research on all these devices, its deve- 
— lopment in 1983 of the world's fastest 
Josephson junction logic gate with a 
‘delay time of 
—merely 7 pico- 
- seconds a gate — the 
‘first’ to break 
"through the 10- 
picosecond barrier 
; — was its main con- 
tribution. In 1984 
_ the ETL announc- 
ed another world 
le the develop- 
| ment of a niobium 
= Josephson 











ction, which in 


Eo. tests 
performed four- 
digit multiplica- 


tions in less than 
one nanosecond — 
four to five times 
faster than that of a 
galium arsenide 
E semiconductor de- 
— vice. 
d 56 
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Dolog is iene Rely to be "Selected: for 
supercomputers to be developed under 
the present national project. This is be- 
cause the devices themselves require 
development of new methods of fabri- 
cation, packaging, testing and mainte- 
nance and a computer using the device 
would have to be immersed in liquid 
helium to attain the —273'C, or abso- 
lute zero, temperatures at which 
Josephson junctions function opti- 
mally. 

Much more likely is the choice of 
galium arsenide (GaAs) devices de- 
veloped by Toshiba, NEC, Hitachi, 
Mitsubishi Electric, Fujitsu and Oki. 
All six ofthe participants in the project 
already have various GaAs devices in 
mass production. Even before the na- 
tional supercomputer project began, 


losen Din nit 


|, Japanese makers focused efforts on 


GaAs devices with low power con- 
sumption and a large number of gates, 
compared to most work in the US and 
Europe done on depletion-mode tran- 
sistors. 

This reflects the priorities of West- 
ern countries, where the emphasis is on 
military and space applications, and 
the priorities of Japanese firms that 
targeted the computing market from 
the outset. Now the Japanese emphasis 
is paying off in supercomputer appli- 
cations. 





The race for technological 
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aluminium-doped GaAs device which 
springs originally from an idea pro- 
posed in 1969 by Leo Esaki and 
Raphael Tsu at IBM's Yorktown 
Heights research laboratory. But it 
was Fujitsu that pushed forward to 
perfect super-high-speed HEMT tech- 
nology in 1980. 

Using Fujitsus HEMT devices, a 
supercomputer can be built for slow 
operations at room temperatures to 
facilitate checking and debugging, 
then be cooled to the temperature of li- 
quid nitrogen (77K) for maximum per- 
formance. Despite the very important 
advantages of HEMT, Fujitsu com- 
puter designers believe that less com- 
plicated GaAs devices have the best 
prospects for selection for the National 
Superspeed Computer. 

In 1985-89 the focus will be on deve- 
lopment of the actual supercomputer, 
stepping up work on distributed paral- 
lel- processing architecture and related 
software. No hardware constraint 
seems likely to limit the success of the 
superspeed project, as hardware en- 
gineers have already proven their 
ability to deliver computer speed as it 
is needed. And, while software prob- 
lems of parallel processing posed more 
difficulties, there seems little likeli- 
hood they will deter the SCRA. 

But ultimately, the industrial impact 
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leadership hits the straight 


By Robert Manning in Washington 


T outcome of the competition be- 
tween the United States and Japan 
on the frontiers of computer technol- 
ogy — in the key areas of supercomput- 
ers and fifth-generation artificial- 
intelligence technology — may well 
determine which 
nation will be the 
world economic 
and scientific 
leader in the 21st 
century. 

While research is 
in its embryonic 
stages on develop- 
ing “intelligent” 
computers, Japan's 
entry into the 
supercomputer 
market in recent 
months, with state- 
of-the-art machines 
unveiled by Fujit- 
su, Hitachi and 
NEC, presents the 
first serious chal- 
lenge to an area of 
the computer busi- 
ness that has been 
dominated primar- 


| 





ily by two American firms, Cray Re- 
search and Control Data Corp. Thus 
far, however, only Fujitsu and Hitachi 
are selling their supercomputers out- 
side Japan. 

The ultra-fast machines, which cost 
about US$10-15 million each, repre- 
sent a small market at present. But, 
said Matt Berlin, a vice-president of 
Cray: “It is a market that is in transi- 
tion and beginning to expand. People 
are just beginning: to find out what 
they can do with these machines.” 
Both Cray and Fujitsu estimate that 
there is now a global supercomputer 
market of about 450 potential custom- 


| ers. But the growing number of areas of 


application of supereomputers points 
to a broader marketplace of the future. 

Much to the chagrin of many offi- 
cials in the administration of US Presi- 
dent Ronald Reagan, both supercom- 
puters and research and development 
(R & D)on fifth-generation technology 
represent a high-technology industrial 
policy that has actually taken on larger 
proportions under the Reagan admin- 
istration. Supercomputer R & D has 
been undertaken largely: by: private 
firms. But as the largest procurer, and 
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ponen and supercomputer ba beivor ot 
Supercomputer circuitry innovation is 
the key element in the undertaking, 
and its parameters are economically 
determined. 

US supercomputer makers do not 
have integrated chip-making capabil- 
ity, while specialised US semiconduc- 
tor firms are not particularly in- 
terested in working with supercompu- 
ter manufacturers because the orders 
are too small, especially at a time when 
computer-aided design costs are soar- 
ing. Japanese electronics companies 
making both semiconductors and 
supercomputers do not face this prob- 
lem. 

What will happen after 1990 is still 
anybody's guess. Chances are good 
that by 1990 the three Japanese makers 
will have as much as 50% of the world 
market, which is likely to be running at 
US$2 billion a year and climbing. 
After 1990, much depends on the level 
of commitment of resources to R & D 
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during the re- 
mainder of this 
decade. 

That level is 


clearly very high 
for Fujitsu, Hita- 
chi and NEC, as 
well as for the 
other three mem- 


by setting perfor- 
mance goals, the 
government, led 
by the Pentagon — 
whose US$35 bil- 
lion annual re- 
search budget ac- 
counts for a third 
of all R & D in the 
US — has largely 
shaped the Ameri- 
can agenda for 
supercomputers, 
Government-funded research at na- 
tional laboratories (Lawrence Liver- 


more National Laboratory in Califor- 


nia is building the S-1, a supercompu- 
ter with 16 parallel processors), and 
universities is seeking to develop new 
supercomputer technology. Most re- 
cently, a US$200 million supercompu- 
ter research centre is being built in a 
suburb of Washington to house 100 sci- 
entists trying to develop an even more 
sophisticated supercomputer, 10,000 
times faster than current ones, to pro- 
cess intelligence-related information 
for the National Security Agency. 
Moreover, in response to Japan's 
fifth-generation project, the Reagan 
administration set up under Pentagon 
auspices a US$650 million strategic 
computing programme to develop the 
next generation of artificial intelli- 
gence. Some US officials argue that the 
Pentagon cannot be compared to 
Japan's powerful Ministry of Interna- 
tional Trade and Industry because, as a 
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or should the announcement by 
the Institute of Physical and Che- 
mical Research of the world’s 
first supercomputer system designed 
exclusively for processing differential 
and integral equations at high speed be 
left from the picture. This machine, de- 
veloped in cooperation with Mitsui 
Shipbuilding Engineering Co., Fujitsu 
and Cambridge University at a cost of 
¥400 million, will be used in making 
calculations for high-energy physics, 
nuclear fusion and the design of ULSIs 
(ultra large-scale integrated circuits). 
Taken together, this amounts to a 
mighty thrust. 

But the US industry will not be 
standing still. If CDC and its sub- 
sidiary ETA are doubtful elements, 
Cray Research will remain a major 








NEC's SX-2: serious challenge. 


Commerce Department official put it, 
it “does not choose companies on the 
basis of their international marketing 
acumen or to increase US exports, nor 
does the US close markets to protect 
industry.” 

But whether the goal of an industrial 
policy is national security or capturing 
global markets, the effect is the same: 
government targeting of specific sec- 
tors by funding R & D, tailoring new 
technologies to meet needs perceived 
by the administration — thus setting 
the industry's agenda — and in the 
Pentagon's case, being a major con- 
sumer of the products. 

Confronted with these facts, a White 
House science-policy analyst said: 
“There's no question that we have an 
industrial policy, whether we like it or 
not." In addition, the Reagan adminis- 
tration. promoted legislation which 
waives anti-trust laws to permit pri- 
vate-sector firms to engage in collec- 
tive R & D. And the new tax plan re- 
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— might very well be overcome 
strategic acquisition. d 

Another generally expected on 
lopment is IBM's eventual entry 
the market when it reaches volumi 
approaching US$2 billion a year, or 
even before. And, quite clearly, the t 
Government and cooperative resea: ch. 
projects will mobilise substantial m 
sources to protect vital national secu 
rity and the industry's competitive in- 
terests. A 

National projects in Britain, France 
and West Germany probably will bring 
new actors onto the scene. Special” 
thrusts can be expected elsewhere too, | 
including possibly China and certainly 
the Soviet Union and some of the E ast 
European countries. Although a few 
firms are likely to lead the field, proba-- 
bly American and Japanese, the Ee * 
scenario would seem to be pluralistic 
rather than a market dominated by al iy 
one firm, or group of firms from a 
single country. 

It remains to be seen whether inven-- 
tions will emerge to bring about ; 
significant departure from that projec- 
tion. In the end, the advantage will * 
with firms that are best organise 
optimise the critical link betwee 
semiconductor and supercomput 
technology. 
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cently proposed by the US Treasury, 
which repeals dozens of tax incentives, 
calls for continuing a 25% credit 
for R & D, but targeting it for high- 
technology research. 

With regard to supercomputers, 
White House science adviser George 
Keyworth told a congressional hearing 
on supercomputers: "The'administra- 
tion ... intends to continue to maintain 
a climate in which US supercomputer 
companies will have the opportunity 
and be encouraged ta remain in the 
lead .. . The government role will Hi 
guided by its own specific needs . 
the world's largest user of these ihe 
tems ... The government will set per- 
formance goals for its future pur- 
chases.” 

Government-sponsoréd research at 
a number of major universities is seek- 
ing to develop new, advanced parallel- 
processing computers. Researchers at 
Columbia University are trying to 
build a machine that will combine 
more than 1,000 separate processors, 
while scientists at the California Insti- 
tute for Technology have designed a 
machine called the Cosmic Cube which 
combines 64 circuit boards — each the 
equivalent of an IBM PC. 

The capability of the whole machine 
is about a-tenth of the Cray-1, a leading 
supercomputer, but the machine is in- 
tended to cost 100 times less to produce 
than a supercomputer. While still only 
a paper project, such designs could 
open a new downscale market for 
high-speed computers. 


he consensus of American experts 

appears to be that the Japanese 
supercomputer project has caught up 
very quickly, but that despite their 
performance claims, these machines 
are not faster than state-of-the-art US 
supercomputers such as the X-MP, 
which Cray brought out in 1983. Since 
measuring the speed of a supercompu- 
ter depends on the application, per- 
formance figures can be misleading, 
say the Americans. 

Jack Worlton of the Los Alamos Na- 
tional Laboratory, who has tested Ja- 
po machines and is one of the most 

ighly regarded US experts on super- 
computers, told the REVIEW: “The new 
Japanese supercomputers are an im- 
provement over the last generation of 
US machines. They are good unipro- 
cessors, comparable in performance to 
the X-MP 1." 

But he added: “They are not multi- 
processors and the X-MP has four mul- 
tiprocessors. I think the Japanese are 
still a couple of jumps behind us." John 
Connally of the National Science 
Foundation also said the Fujitsu 
VP200 “compares favourably to the 
X-MP," and gave the Fujitsu high 
marks for its software. 

Some US computer firms, dubious of 
the virtues of the VP200 and the 
Hitachi and NEC machines, point to 
the bottom line: none has yet been sold 
in the US, and in Japan there have been 
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Artificial intelligence 





is the next step 


Imost all experts agree that the race 

to develop so-called fifth-genera- 
tion computers, with artificial intelli- 
gence — to translate languages, trans- 
cribe dictation, diagnose medical 
problems and guide intelligent robots, 
among other things — is a huge poten- 
tial commercial market. Most also 
agree, however, that the promise of ar- 
tificial intelligence has so far failed to 
deliver completely and that the quest 
to develop reasoning machines is far 
more difficult than many first pre- 
dicted. 

Fifth-generation research and deve- 
lopment (R & D) is the clearest case of 
United States high-technology indus- 
trial policy at work and emphasises the 
major distinction between Japanese 
and US approaches to industrial po- 
licy. In response to Tokyo's 10-year, 
US$500 million fifth-generation pro- 
gramme, launched in 1982, the Penta- 
gon unveiled its so-called strategic 
computing programme which began in 
1983 under the Pentagon's Defence 


i 
Less" a N t 
—4 64 Ta 
=% ~ 


dott nee 
» Sh ete tee= 


ene? #4 





Advanced Research Projects Agency 
(Darpa). Darpa’s 10-year programme 
is budgeted at US$650 million for the 
first five years. 

While Japan’s programme is aimed 
at developing commercial projects, 
Darpa’s programme, while including 
some basic artificial-intelligence re- 
search, aims at developing several key 
military products. These include a 
robotic tank that can navigate for 80 
miles in any direction, sensing obsta- 
cles and countering them; an auto- 
mated co-pilot which can understand 
spoken commands, and an intelligent 
computer to aid in battlefield manage- 
ment, 

Another goal — perhaps the most 
spectacular if realised — is computer 
management of President Ronald 
Reagan's "Star Wars" strategic-de- 
fence initiative, which would seek to 
detect and shoot down incoming 
Soviet missiles in mid-air in a matter 
of a few minutes. Robert Kahn, a top 
Darpa official, told the Review: “The 
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few commercial sales. Wayne Mac- 
Intyre, a vice-president of the 49% 
Fujitsu-owned Amdahl Corp., is confi- 
dent, however: “It takes a while to 
prime the pump and get your market- 
ing act together.” 

But a Cray official pointed out that 


Cray has sold X-MPs recently to Nip- | 


pon Telegraph and Telephone and 
Toshiba and said sceptically: “The Ja- 
panese don't know which way the mar- 
ket is going and are waiting for a signal 
from us. There will be some political 
sales of Japanese machines, but we're 
not worried yet.” 

Another possible constraint on Ja- 
panese inroads is IBM. The REVIEW has 


The Pentagon: substantial private-sector spin off 





FINANCIAL TIMES 


learned from well-placed US sources 
that the US giant has embarked on a 
programme called the Sierra Project to 
develop a computer — expected to be 
on the market in the next two or three 
years — pitched somewhere between 
its top-of-the line mainframes and 
current supercomputers, that would be 
less costly than top-of-the-line super- 
computers and more compatible with 
existing IBM equipment than the Ja- 
panese machines. 

IBM appears to be aiming for much 
the same business market as Amdahl 
— machines that offer rather more 
capability to existing IBM mainframe 
users. An Amdahl official said he fully 
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Pentagon officials note that the large - 


amount of R & D contracted to univer- 
sities and private firms will have a 
substantial spin-off in the private 
sector. 

Aside from Darpa, the other prong of 
the US response to Japanese advances 
— and one which seems to echo the in- 
dustrial-promotion efforts of Japan's 
Ministry of International Trade and 
Industry — is the 22-firm consortium, 
Microelectronics and Computer Tech- 
nology Co. (MCC). Headed by former 
top CIA official Bobby Inman, MCC 
was launched in 1982 under the spon- 
sorship of Control Data Corp. and now 
includes virtually every major US elec- 
tronics and computer firm. 

Its membership is restricted to firms 
that are at least 50% US-owned, said 
chief scientist John Pinkston, also a 
former top US intelligence official. 
MCC has four major research projects: 

.a superspeed-computer programme; 
an advanced-architecture products 
programme; new software technology, 
and computer-aided design. 


pun told the REVIEW that MCC 
is “expecting payoffs in five to 10 
years. We are trying to see what are en- 
abling qualities for electronics and 
computer products for the 1990s.” 
Firms can buy stock in one or more of 
MCC's research programmes and any 
technology developed by MCC would 
be available to member firms. 

In addition, there are dozens of small 
US firms in places such as Silicon Val- 
ley working to develop artificial intel- 
ligence. But the timing of any break- 
through appears to be an open ques- 
tion at present. — ROBERT MANNING 


expected IBM to announce a super- 
computer within the next few years. 

Most US analysts agree that the 
market for supercomputers is in trans- 
ition and will soon expand rapidly. 
Aside from increased use in govern- 
ment and university research, private- 
sector use is expected to expand sub- 
stantially. Supercomputers can be 
used in chemicals and pharmaceuti- 
cals research to create new products, in 
biotechnology for DNA and RNA re- 
search, in microelectronics for 
semiconductor R & D, in geological re- 
search and in aerospace design, to 
name just a few applications. 

While the US and Japan are not 
in a race for this growing market 
in the sense of absolute winners or 
losers, as a White House science ad- 
viser explained: "We've tended to 
see the Japanese as walking on water, 
technologically speaking. Their super- 


computer programme has come a long 


way in a short time and is giving us a 
. run for our money, but we're still very 
.. much in the ball game — and ahead at 

that." BD NICO du oO 
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BUDGETS 





Easing the purse strings 


Seoul’s new fiscal measures allow modest growth in spending, 
putting the emphasis on investment and infrastructure 


By Paul Ensor in Seoul 


outh Korea's inflation-conscious 

technocrats have loosened the na- 
tional pursestrings a little to allow for 
increased spending, but have still 
crafted another surplus budget for fis- 
cal 1985 (which began 1 January). Asin 
1984, when spending levels were effec- 
tively frozen, revenue will exceed pro- 
jected outlays. However, spending this 
year will be allowed to grow by 7.6% — 
with most of the growth in education 
and defence. 

As Kang Bong Gyun of the budget 
council in the Economic Planning 
Board (EPB) put it: "We took some 
drastic measures last year to freeze 
spending and this paved the way to 
being able to expand spending in 
1985." 

The spending freeze did not go quite 
according to plan, mainly due to the 
floods which afflicted much of the 
country in September 1984. Kim 
Kihwan, also of the EPB, said the 
floods drove spending up in many 
areas. In addition, the economy was 
slowing slightly at the time, and, said 
Kim, “once you open the floodgates, all 
sorts of other people start appealing 
for money.” 

According to Kim, the extra costs 
from the floods and the resulting 
spending growth pushed outlays an 
unexpected Won 400 billion 
(US$482.39 million) higher after Sep- 
tember. Thus expenditure’ was up an 
additional 1.5%, but the difference in 
the overall budget balance against 
1983 was negligible. Revenues rose 
slightly more than expected due to the 
improved profits of many South Ko- 
rean companies, particularly in the 
first half. 

Last year there was a surplus in the 
government's operating or recurrent 
expenditure account, amounting to 
Won 580 million. This will rise to Won 
879.1 billion in the new budget. In re- 
cent years, the government has been 
cutting away at its consolidated deficit 
(operating spending plus debt servic- 
ing) and hopes in 1985 to reduce it sub- 
stantially, from Won 386.6 billion in 
1984 to Won 10.6 billion in 1985, which 
would mean reducing it from 0.7% of 
gross national product to a negligible 
ratio. 

While the central account of the gov- 
ernment is in surplus, much of that 
surplus has been used to pay off the 
combined deficits of 17 special ac- 
counts which have been consistently in 
deficit during recent years. Thése in- 
clude the grain fund, which has been a 
continually large loser due to the prac- 
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tice of paying farmers a higher price 
for rice than the government receives 
when selling (to stabilise rural in- 
comes), and the housing and invest- 
ment funds, which finance public- 
housing projects and help to finance 
new industrial projects. 

Holding grain purchase prices at 
1983 levels (REVIEW, 22 Dec. '83) 
helped to cut the deficits in the grain 
account by more than half in 1984 to 
Won 86 billion, and the industrial 
fund's deficits have been cut from Won 
363 billion in 1983 to Won 176 billion 
in 1984. The housing fund deficit has 


try t6 reduce tie vad size of ike gov- 


ernment within the economy, the in- 
flexibles within the budget have 
tended to take an ever larger share of 
the budget, squeezing out economic 
and social development spending 
which have less short-term returns,” 
said Kim. 

Budget officials concede that vari- 
ables such as spending on social wel- 
fare have suffered as a result of this ap- 
proach. The most prominent victims of 
the belt-tightening of this year and last 
are government employees, whose 
salaries will be frozen in 1985 for a sec- 
ond year. In the 1985 budget, passed by 
the national assembly in December, 
growth in defence and education take 
up 5.6 percentage points of the 7.6% 
growth in spending. 

The largest rise is in defence, an in- 
crease of 10.8% to Won 3,826 billion, 
or 5.5% of GNP. This means that Seoul 
will not be keeping to the so-called 
“6% rule," an agreement which exists 


been steadily growing, however, from | with Washington. Under that rule, de- 
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Won 415 billion in 1982 to 
Won 538 billion last year. 
The deficit was fi- 
nanced by borrowing from the central 
bank until 1982, when according to 
Kim, “the inflationary effect of this 
practice led to the government's deci- 
sion to switch to bonds," The bonds, 
which are issued by some of the special 
funds such as the housing fund, and 
National Investment Bonds, are pur- 
chased and held by private banks. 


n the future, Kim would like to see 

more of the government's operations 
financed by taxes; in 1984 the tax-to- 
gross national prduct ratio was 19%, 
and he expects it to rise to 19.3% this 
year. Kim said: "We want to raise this 
ratio, to finance more projects out of 
tax rather than borrowing. The point 
now is to keep government as small as 
possible, but financed by taxes rather 
than invisible methods which lead to 
inflation." 

Keeping the government as small as 
possible presents its own problems. “A 
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fence spending should be held at 6% of 
GNP. According to Kim, spending in 
the past has frequently gone over 6% of 
GNP, and is likely to do so in the fu- 
ture. "The Americans understand us 
on this and both sides have agreed not 
to turn it into a public issue," he said. 

"Technology development amounts 
to the industrial policy of this coun- 
try," Kim likes to point out, and ac- 
cording to the new budget, expendi- 
tures in this area will grow by 34% in 
1985, to total Won 275.9 billion. Ac- 
cording to EPB figures, this will raise 
total spending on research and deve- 
lopment and related activities from 
1.4% of GNP in 1984 to 1.7% in 1985, 
with a goal of 2% in 1986. 

The money will support existing 
government institutes, such as Korea 
Advanced Institute of Science and 
Technology, and build new facilities, 
notably at the research town of 
Taedok, close to the city of Taejon. gg 
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e CURRENT wisdom in the City of 
London has it that the Hongkong 


stockmarket is a. “one-way lift going | 


up." Well, no 
between floo 
Seng Index 





ite — it is bouncing 






it hitting 1,800 by th 
sounds like locals 
ing their book. Th 


over relations with China. 
According to REVIEW Lonc 
respondent James  Bartholomew, 
fund managers there confidently ex- 
- pect to see the market reach 1,500 be- 
` fore the bulls run out of steam. They 
should know: it is they who have been 
doing most of the buying, along with 
some New York institutions. But 








beyond 1,500 they are not so sure. 


What gives them pause is not funda- 
mentals such as price/earnings ratios 
— a prospective average multiple of 


around 11.5 for 1985 is hardly de- | 


manding — or even the 1997 issue. 
Twelve years is an eternity in 

portfolio investment. It is simply the 

fact that (flirtations with industrial 


B "flotations aside), the Hongkong mar- - 
ket still stands or falls largely on the 


performance of property stocks. So it 
‘is the property indices rather than 
levels of industrial production or 
| gross national product indicators 
| . from which London will take its cue 


| over whether to turn bear or super- 


bull. 

This is evident from the behaviour 
of individual stocks and of the four 
sub-indices into which the Hang 
Seng Index has now been divided, 


one of which covers property. When | 


the market took off around 10 
January (as the REVIEW's annual 
Where to Put Your Money feature had 


predicted a week earlier) it was the |. 
utilities sub-index and stocks such as - 


China Light & Power and Hongkong 
Telephone which seemed. headed for 
the stratosphere. 

Both were favoured for their (phy- 
sical) links with China as well as the 
spin-off benefits utilities always 
enjoy from an economic boom like 
Hongkong's. But then properties took 
over the running with even debt-rid- 
den Hongkong Land doggedly edging 
up against its rival Cheung Kong. 

The Hang Seng Index's perform- 
ance during the past year has been re- 
| markable — the best by any of the 

-world’s major stockmarkets. The 





ondon cor- | 


| | fidence about Hongkong's future was 
ittle, but.the Hang - 
: eem headed for - 
the 1,500th floor before the lift stops | 
its ascent. Wilder speculation about - 
end of the year - 
e-pushers talk- | 
only thing that 
could bring it back to such 1973 and | 
- 1981 boom levels this year would be | 
unthinking (and unlikely) euphoria | 


million) a day. With the weight of 


of Hongkong last September. Judged 
from the timing of the bull market, 


proval for investing in the Hongkong 
market, after turning | bullish last au- 


bullish that they are quietly 
vening the- provisions of rest ctive 
trust deeds in order to get a slice of 


kong Land/Hutchison deal gave the 
The critical fac- 





level at the eno of 1983 (in loeal and 
US dollar terms), and not far short of 
twice the level of July 1984 when con- 


at about its lowest ebb. That in itself 
does not imply that it is overbought: 
simply that it was oversold before. 
. Kt took London institutions some 
time to respond after the initialling of 
the Sino-British accord on the future 


one might have assumed they were 


awaiting the formal ratification of 


the accord in December. In fact many 


of them were simply going through 


the motions of getting trustee àp- 


tumn. > 

Shroff learns that some institu- 
tions have now become so rampantly 
contra- 





the Hongkong action. Likewise, 
trusts Leia committed to in- 
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HK Electric. 
Swire Pacific 
HK Wharf 
China Light 
SHK Properties 
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vesting in some other part of the 


world — say a notional North Ameri- 


can growth fund — are also piling in. 
Meanwhile, the market will con- 


tinue to bounce between floors. In the 


week beginning 21 January it ini- 





ae locals. pally pr d nervohsty t fo 
profit taking, only to buy back in again 
later in the week, though the Hong- 





market further pause. TI 
tor is turnover, currently averaging 
in excess of HK$400 million (US$38.5 


money in the market, it has nowhere 
to go but upi in | the short to medium 
term. = 

€ BRACE now Ae the great US-dol- 
lar crash. and the takeoff of ee 







arket is now some 45% up on its | Jorhane. h 
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High real interest rates i 


mand and business activ 


rates set to Brainard massi i3 u 


eventually a trade war. 


make their appearance in Hongkor 





































ment is on the way. Shroff has be 
accused before of crving wolf over. 
prospects for the United States e 
omy and for the dollar (though ` 
prophets of doom now include thos 
such as Federal Reserve Board cha 
man Paul Volcker and Wall Str 
guru Henry Kaufman). 
It is true the dollar has showed re 
markable resilience, but the unth 
ing confidence which its st : 
inspired among money mz 
made predictions of its 
firmness a self-fulfilling 


have attracted enormous x 
flows from abroad and, st 
have failed to dampen 


The former phenomeno 
cribed to over-generous i 
ductibility against tax in! 
latter, according to an inte 
cent analysis by Chase M 
Bank, reflects the fact that ! 
return to new capital [in the U 
greater than in the past.” 

Does this rnean the US econon 
locked into a perpetual virtuot 
cle, with permanent high 




































the very- reni which th di 
unwittingly engendered in the 
through its monetarist policies à 
advocacy of free international cai 
movements, is pushing it inexora 
towards greater protectionism ar 


Agreement on limited intervention 
in the foreign-exchange markets b 
the industrialised countries is not i 
itself going to remedy the pernicic 
misalignment - of the dollar agai 
other currencies. There are only t 


ae 


policy options open to the US: b 7 





duce interest rates un m 


budget ^ deficit) - it 
foreign-exchange cub ols. 5 
hopes. | 


€ THE yen, meanwhile, is mo 
slowly but surely nearer to ce 
stage, as Shroff has suggested i 
would (REvIEW, 1 Nov. '84). Euroye 
certificates of deposit have begun to 


(for example Daiwa Securities’ $2t 
billion [0U5$79.05 million! issue on 20 
December 1984) and in other centres, 
as a result of recent liberalisation in 
Tokyo. The point about such tr 
actions is that they give inv 
ors access fo yen instruments 
demand for those will acceler 
the US dollar declines. _ 
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1 | Hongkong Land's sale of its stake in a local utility may be 


Elect 


mostly for the benefit of its colleague Jardine Matheson 


By Anthony Rowley in Hongkong 
here appears to be a good deal more 
| to the surprise HK$2.9 billion 


—— (US$371.8 million) sale of Hongkong 


N 


E 


Land Co.'s 34% stake in Hongkong 
Electric Holdings to Hutchison Wham- 


oe han meets the eye, and more than 
_ the 


parties are prepared to reveal. The 


presence in Hongkong of Henry Kes- 


J 1 wick, elder brother of Land taipan 
— Simon, at the time the deal was con- 
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- summated and the absence of Land 


chief executive David Davies in Burma 
a to be interesting conjunction 
of events. 

Keswick arrived in Hongkong on 21 
January, ostensibly for a 25 January 
board meeting of Land's sister com- 
pany Jardine, Matheson and Co. Four 
days earlier Davies had departed 
on a mountain-climbing trip. Things 
moved fast once former Jardine/Land 
taipan Keswick was in town, however. 

Rival property tycoon Li Ka-shing, 
who is chairman of both Hutchison 
and of its controlling shareholder, 


~ Cheung Kong (Holdings), was by the 


evening of 21 January moving to con- 
summate a deal involving the sale of 
Land's Electric stake. That deal was 
clinched by.the. morning of 22 January 


- when shares of all three companies in- 


—— yolVed were suspendéd on the Hong- 


3 


kong stock exchanges. 
Although Land insists that Davies 
and all members of the company’s 


— board were fully appraised of the deal, 
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various financial sources close to the 
company dropped heavy hints after the 
formal announcement about the sig- 
nificance of Henry Keswick's presence 
in town. The elder Keswick was a con- 
stant critic of Jardine/Land policies 
under former taipan David Newbig- 
ging (REVIEW, 15 Mar. '84) and though 
the Keswicks are believed to hold only 
8% of the equity in Jardine, he is still 
regarded as the power behind the 
throne in the twin hongs. 

‘Speculation over the timing and 
suddenness of the deal is very natural. 
An obviously delighted Li told a press 
conference on 22 January that he had 
been “studying” Hongkong Electric 
for two years — Land acquired its 34% 
stake in May 1982 — and had been 
talking to Land about a possible pur- 
chase for six months. 

But up to now, the “asking price was 
too high,” Li said. The clear implica- 
tion is that Land, or whoever con- 
cluded the deal, was prepared to drop 
the asking price — to HK$6.40 a share, 
fully HK$1 a share below the last sell- 


ing price of Electric before the trading 


suspension. 


It is no secret that Land is over- 
geared and cash strapped, and needed 
some asset disposal to ease its debt 
burden. It has been negotiating the sale 
of the Excelsior Hotel in Hongkong's 
Causeway Bay area for some time, 
though without a successful conclu- 
sion yet. 

Even so, the conjunction of a falling 
local prime rate — it is now 10.5%, 
having dropped a full two points in the 
past six months — and a fast-rising 


stockmarket (which made Electric's 


shares more attractive, as well as those 
of Land itself) appeared to be on 


| dire predictions in Jardine's house 








magazine last December) that the fig- 
ures for the whole of 1984 will be 
grisly. 

Speculation now is that Land may be 
called upon to help bail out its ailing 
sister through an earlier-than-expect- 
ed resumption of dividend payments by 
Land, following the disposal of the 
Electric stake. Land has paid only 
nominal dividends since 1983 because 
of heavy provisions against losses on 
property investments, especially joint 
ventures. 

When trading resumed on 23 
January in the shares of the three par- 
ties to the deal, Electric shares fell as 
investors weighed the implications of 
such a large stake changing hands at 
well below market value. Land's price 
fell, too, as (less understandably) did 
those of Hutchison. It may take some 
time before the full implications of the 
deal percolate into market psychology 


The companies; Henry Keswick; Davies: interesting conjunction of events. 


Land's side, giving it more room for 
manoeuvre. 

One source within the company 
pointed to the possible danger of in- 
terest rates rising again later this year, 
thereby putting Land's balance-sheet 
(which currently groans under some 
HK$15 billion or so of debt) back 
under heavy pressure. This is always 
possible, but hardly a convincing 
reason for a sale on the terms actually 
agreed. The sale of a controlling stake 
in a company would normally be ex- 
pected to yield a premium to market 
price — as did Land's sale of its 34.8% 
stake in Hongkong Telephone Co. (in 
March 1983) to Cable and Wireless — 
rather than suffer a hefty discount. 

The real reason for the Land sell-off 
may lie outside Land itself, in sister 
company Jardine, Matheson, in which 
Land holds a 25.5% stake (Jardines in 
turn have 35% of Land) and on whose 
board sits Henry Keswick. Jardines' 
profits slumped by 45% to HK$56 mil- 
lion in the first half of 1984 and there is 





— at least until Jardine's results for 
1984 appear around March. 

In fact, Hutchison has got an even 
better deal than the stated HK$6.40 a 
share for Electric, as the shares are 
being sold cum dividend. This means 
the effective acquisition price is nearer 
HK$6.10 a share. Outside estimates are 
that if Land had chosen to place Elec- 
tric shares with institutional investors 
(in Hongkong and London) it might 
have realised a price between HK$6.50 
and HK$6.80 a share, though it could 
probably only have hoped to place 
HK$1 billion worth in one go. 


F or some reason, this smaller place- 
ment appears not to have been 
judged a viable option even though the 
financial squeeze on Land appears to 
have been easing during the past few 
months. Davies personally has stressed 
that he was in no hurry to dispose of 
assets unless there was an obvious 
financial benefit to Land. 

There will be some cash-flow benefit 
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7.5% — which is cmuaderabty tie 
the average cost of the company’s bor- 
rowings, which it will now be able to 
reduce with the sale proceeds. 

But as Land equity-accounted the 
Electric stake (and took an after-tax 
contribution of HK$324 million from it 
in 1983) there will be some earnings di- 
lution as a result of the sale. Moreover, 
Land will show an extraordinary loss 
of some HK$219 million on the sale be- 
cause the Electric shares were carried 
at a book value of HK$6.87 a share 
(though they were acquired originally 
at HK$5.95 a share). 

If the deal has the traditional 
hallmarks of the Keswicks’ desire to 
reduce their commitment to Hongkong 
— the most obvious manifestation of 
which was Jardine’s decision to shift 
its domicile to Bermuda last year — it 
is clearly regarded as a very good one 
by Hutchison’s chairman. A clearly 





Li: Simon Keswick: poe fe apne 





confident Li insisted on conducting the 
lion’s share of his 22 January press 
conference in Cantonese rather than 
English, and made no secret of the fact 
that he regarded the Electric acquisi- 
tion as a very good deal indeed. 
Hutchison has some HK$1.5 billion 
in cash reserves which it will devote to- 
wards the purchase, and will borrow 
the remainder (from the Hongkong and 
Shanghai Banking Corp.), said Li. He 
admitted that the investment might 
not yield positive returns in cash-flow 
terms immediately — after allowing 
for the borrowing costs and the loss of 
interest on current cash balances — 
but insisted that in the long term it 
would be a very good deal for Hutchi- 
son. 
Ve aoe is “very suitable for Hutchi- 
" declared Li, pointing to the reg- 
at and predictable cash flow from 
such an investment, which provides a 
cushion against the more uncertain 
realisations resulting from property 
SE seb Peres are precisely the 
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utilities under its iden chief execu- 
tive Trevor Bedford. 

Li denied that he had any intention 
of treating the Electric stake as a trad- 
ing asset, and selling out again at a 
profit if the stockmarket continues its 
present upward path. By the same 
token, he said that Hutchison had no 
immediate intention of increasing its 
stake in Electric. 


E: though the acquisition of a 
stake of this size in a company 
would normally trigger a full bid under 
the local takeover rules, a waiver has 
been given in this case by the Office of 
the Commissioner for Securities. 

Li said that he had no desire to be- 
come chairman of Hongkong Electric 
himself. The present chairman is 
Simon Keswick, but that arrangement 
is almost certain to end now. If Li is not 
to take over the chair, it will presuma- 
bly be Hutchison's chief executive, 
Simon Murray, who does so. 

It is always possible that Li may 
wish to involve Electric more heavily 
in ventures with China in future — it 


already has long-term coal contracts 


there — and to emulate China Light & 
Power which has just announced a 
major joint venture with China over 
the Daya Bay nuclear power plant 
(REVIEW, 24 Jan.). 
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Electric has had to make substantial 
provisions recently. 

It seems reasonable to assume some 
further rationalisation within this 
joint subsidiary. All of which dis- 
counts the argument by a Land spokes- 
man that the reason the Electric stdke 
had been sold at a discount was be- 
cause, unlike Cable and Wireless 
which bought Land's stake in Hong- 
kong Telephone, Hutchison (or its par- 
ent Cheung Kong) does not have an ob- 
vious and direct interest in Electric's 
business. 

The irony of the deal is that it has re- 
vived speculation about defensive 
moves by the Jardine/Land camp to 
fend off an ultimate takeover of Land 
itself by Li. 

It was fear of a raid on Land by Li 
which prompted Jardine to take a 
heavy defensive position in Land in 
1980 — after Jardine had been forced 
to pay Li a heavy premium for shares 
he had acquired in Jardine itself, at a 
time when he was thought to be a di- 
rect predator for the (once) princely 
hong. One way or another, Li's profits 
from mistakes by the Jardine/Land 
camp seem set to continue. oO 





Japan’s exports to China are ong and Tokyo is looking 


to Peking to take up the slack in its U 


By Charles Smith in Tokyo 


Coe appetite for Japanese goods 
is expected to remain strong this 
year, which is otherwise seen as being a 
rather difficult one for Japanese ex- 
porters. China rose to second rank 
among Japan's export markets in 1984 
(n yen terms) Economists at 
Sumitomo Bank reckon that the Unit- 
ed States was responsible for 70% of 
Japan's export growth in 1984 and 
China for 7.5%; in 1985, they think, 
China may contribute nearly 20% 
(though of a smaller total) while the 
amount of “pull” provided by the US 
will probably drop to 40%. 
Sumitomo's optimism (and that of 
other observers) seems to have been 
fired by China’s spectacular recent 
performance as a consumer-goods 
market. During 1984, China jumped 
from fifth to first place among overseas 
customers for Japanese colour TV sets; 
from 10th to second place for re- 
frigerators, and from 60th to 27th 


among foreign markets for Japan's 


motor industry. Chinese purchases of 
buses easily led the world in 1984, ap- 
parently due to a drive to provide 


shipments 


transport for the booming tourism in- 
dustry. 

Combined with strong exports of 
machinery and steel (in which China 
has now passed the US in volume terms 
as a customer for Japan), the consumer 
boom helped to produce a 47% jump in 
Japanese exports, making 1984 the 
best year yet for China-Japan trade. 

A slightly embarrassing point about 
the trade figures is that, after three- 
and-a-half years of deficit, Japan 
swept back into a surplus position in 
the second half of 1984, selling 7095 
more to China than it imported. The 
Japanese surplus could become a prob- 
lem in 1985 if exports continue to grow 
rapidly. But there is also a fair amount 
of confidence about the scope for in- 
creasing purchases from China, 

In 1984, Japan bought 3.1 million 
tons of oil on China's "spot" market 
beyond the 8 million tons it is obliged 
to under a long-term agreement. China 
should be able to step up spot-oil ex- 
ports further in 1985, experts believe, 
if production continues to rise. Japan- 
ese trade officials also see scope for in- 
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pany called International City Hold- 
ings formed to redevelop some of Elec-  . 
tric’s properties but against which’ - 
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cases, a diversion of trade to China 
might risk offending the US. 

The aspects of China trade which 
worry some Japanese analysts include 
the danger that the Chinese economy 


| may be getting overheated (after a 


r 


ç jump in food prices and a sharp in- 


crease in money in circulation), as well 
as the possibility that Peking may em- 
— bark ona policy of “re-centralisation” 

of the country’s foreign trade. A case in 
Hainan in late 1984, which involved 
one of the county's open economic 


. zones buying large numbers of Japan- 


. .ese cars and other equipment and re- 
- selling the surplus to other regions, is 
E. said to have rankled in Peking and 


-—— could provoke a shift back to more re- 


z strictive policies. 
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One worry which does not seem to 


plague Japanese exporters is that 
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— Chinese consumers’ appetite may flag. 


A colour TV set costs between Rmb 
1,000 (US$357) and Rmb 2,000 in 
China at present — against an average 
individual monthly salary of Rmb 68. 
But Japanese analysts think that there 
are still enough savings in China to 
allow further growth in Japan's ex- 
ports. Along with the fact that China 
may not be able to start meeting its 
own colour-TV needs until the early 
1990s, there could hardly be better 
news for the Japanese electronics in- 
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Bank Bumiputra sues former executives of BMF, 
but other legal avenues are still open 


By James Clad in Kuala Lumpur 


Imost 18 months after resigning as 
chairman of Bumiputra Malaysia 
Finance (BMF), following Prime 
Minister Datuk Seri Mahathir 
Mohamad's accusation of 
improper conduct, Lor- 
raine Osman has become 
the target of a court ac- 
tion. On 16 January, his 
former employers, Bank 
Bumiputra Malaysia and 
its scandal-ridden Hong- 
kong subsidiary BMF 
jointly filed a writ against 
him, claiming M$27.7 mil- 
lion (US$11.12 million) 
was wrongfully taken as 
“secret” profits. An in- 
junction freezing Osman’s 
assets within Malaysia 
was also obtained. 
Similar actions have 
been filed against former 
BMF directors Mohamed 
Hashim Shamsuddin and 
Rais Saniman, as well as 
former BMF general man- 





— Nepal will invite foreign companies to search for 
— oilin an effort to reduce its fuel-import bill 
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By Kedar Man Singh in Kathmandu British Petroleum, Esso, Elf, Chevron 
A: a first step towards reducing de- | 150,000 tonnes of petroleum products | and Total —in London on 21 March. 
pendence on oil imports — which | (including such refined products as 
now consume most of its export earn- | diesel fuel) a year. About a third of imilar meetings will also be held in 
ings — Nepal plans to invite foreign oil | the imports come from the Gulf, with Houston on 26 March and in Kath- 
companies to bid on exploration tracts | the remainder from the Soviet Union. | mandu on 9 April. “After studying the 
— in April and May. Laws governing the The French seismic crews carried | response of the international oil com- 
resources sector have been revised and | out work in two phases covering 1,250 | panies at these promotional meetings, 
geological surveys of the country’s | km?, a DMG official said. Under the | we will goahead with the international 
low-land sub-tropical region are being | first stage, CGG carried out a seismic | tender bidding between the end of 
studied. reconnaissance programme in 1982- | April and early May this year,” DMG 
Ten blocks in the Terai and Siwalik | 83, covering 400 km? in the southwest | director-general Mahendrap Narsingh 
foothills have been surveyed. The | region of the Siwalik foothills and the | Rana told the REVIEW. 
Department of Mines and Geology | low-land, sub-tropical Terai region. He said detailed exploratory studies 
(DMG), which is under the Ministry of | The second phase of 850 km? covered | would be carried out for eight years, 
Industry, conducted a two-year seis- | the central and eastern Terai in 1983- | “and if we could find better prospects 
mic survey in 1982-84 with the help of | 84. Geological fieldwork is to continue | in the next couple of years we will go 
Compagnie General deGeophysiqueof | in the southwestern portion of the | ahead with the drilling." He added: 
France (CGG). While any drilling is | country until mid-1985. "Since the oil exploration involves 
likely to be a couple of years off, the The mines official said Nepalese | high risks and high capital and foreign 
survey results have been encouraging | geologists have discovered crude-oil | investments, we have to be very careful 
enough to convince Nepal to look seri- | seepages in Bardia and Mustang, but | and it should be scientifically proven 
ously at producing its own oil. these must await detailed drilling be- | that there [are good] economic pros- 
At present, Nepal must importallits | fore there can be any assessment of | pects." 
oil-related energy needs, or about | commercial viability. Before going The International Development As- 
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ager Ibrahim Jaafar: all were deep- 
ly implicated in a committee of in- 
quiry brief on “prima facie cases of 
corruption” released on 2 January 








ahead with further preliminary work, 
the Nepalese Government hopes for 
the participation of several interna- 
tional oil companies in conducting 
further detailed studies of the econo- 
mic viability of oil exploration in 
Nepal. In connection with this, the 
DMG is holding a promotional meeting 
of oil experts representing several in- 
ternational oil companies — including 





Tw pes g » 


= 


(Review, 10 Jan. and 17 Jan.). None of 
the defendants is currently in Malay- 
sia. 

The committee of in Dh 
lected documentary e ice po 
to Osman milking BMF for much of the 
time he was chairman (1978-83). Some 
of these funds came to Kuala Lumpur, 
but how they were later used is un- 
known. Local press speculation has 
put Osman's personal fortune, to- 
gether with those of Rais and Hashim, 
at M$550 million. Osman alone is esti- 
mated to have interests in more than 
100 companies. 

Osman's extensive business interests 
have attracted public speculation 
about his current financial position, 
especially as he has had many months 
to liquidate assets and transfer wealth 
abroad. Osman's interests include a 
private holding company, Aspatra, 
which controls the Saab car franchise 
in Malaysia; fast-food franchises; 
travel agencies and hotels. 

His major corporate vehicle, George 
Town Holdings (formerly George 
Town Dispensary), has property and 
pharmaceutical interests. A 1983 plan 
to boost its capital through a bonus 
issue fell through, and since then 
Osman has been trying to sell his 
73.5% share in the company. A local 
newspaper reported on 20 January that 
Osman is close to divesting 26% of 
George Town to a little-known firm, 
Super Holdings, which is reportedly 
connected to members of the Negri 


sociation (IDA) has extended financial 
assistance of US$9.2 million towards 


the cost of exploration and the 
Nepalese Government put up an 
amount equivalent to 15% of the IDA 
assistance. The World Bank has also 
given some financial assistance to the 
promotional meetings. 

The government, meanwhile, has 
enacted the Petroleum Law 1983, to be 
supplemented by petroleum regula- 
tions, with: the final draft due to be 
completed in the next two months and 
presented at the June session of the 
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Sembilan state royal family (espe- | PROJECTS S 


cially Tuanku Abdullah) though con- 
trolled by Malaysian-Chinese interests | 


‘in Ipoh 


The REVIEW has learned that the gov- 
ernment's Foreign Investment Com- 
mittee (FIC) — which must approve 
proposed changes in corporate owner- 
ship — quietly approved the deal late 
in 1984. Super Holdings apparently 
agreed to buy the 26% interest 
(130,000 shares) at M$30 a share, M$4 a 
share above current market valuation. 
The FIC has issued no statement about 
the M$3.9 million deal. 

Apart from the belated court cases 
(which are civil actions for recovery of 
debt), Osman and his former col- 
leagues still face no criminal proceed- 
ings. The Malaysian attorney-general 
has not filed criminal papers in re- 
spect of the committee of inquiry's al- 
legations of breaches of corrupt-prac- 
tices legislation. Until this occurs, 
legal sources said, no requests for ex- 
tradition can be made — a process that 
can occur relatively quickly if ac- 
cused persons are within compatible 
Si ues Osman is often in Lon- 
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Papua New Guinea threatens to 
close the Ok Tedi mine if its 
partners refuse new investment 


By A Correspondent 
in Port Moresby 

fter years of delays, environmental 

problems and project costs which 
soared as world metal prices fell, the 
Ok Tedi gold mine is struggling to find 
a formula to avoid a forced shutdown 
by the Papua New Guinean Government 
— one of its shareholders. The govern- 
a 20% stake in the 


| mine, has given the other shareholders 





Other actions, such as revoking 


passports, also can be taken in the 
event of criminal actions being filed. It 
is also open to Malaysia's attorney- 
general to request Hongkong au- 
thorities to initiate criminal proceed- 
ings against all or any of the former 
BMF directors or staff. oO 
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laws were formu- 
lated to attract 


Ex 


low for repatria- 
tion of earnings 
— though the 
fers 50:50 ven- 
tures (and shar- 
ing of profits). In 


mineral resources 
in the country, 


proposed amending existing mining 
laws so that rovalties will be levied ac- 


| with 30%, 
said therulesand | 


until 1 February to come up with defi- 
nite plans for its future. 

The government warned its partners 
in late November that they had two 
months to submit detailed plans for a 
permanent waste dam, a hydroelectric 
plant and copper-processing mill. M 
said that without these arrangements 
firmly in place, it would declare OK 
Tedi Mining — the company which is 
owned by the government and private 
shareholders in default on the 
agreement with the government under 
which the project was approved. This 
would mean a shutdown of the mine. 

The simmering discontent within the 
consortium — which includes Austra- 
lia's Broken Hill Proprietary Co. (BHP) 
Amoco Oil Co. of the United 
States (3 9) and a group of West Ger- 
man firms (20?5) — came to a head over 
delays in proceeding with the second 
stage of the copper-gold producer. (In 


| the first stage, only gold from the Ok 


foreign invest- 
ment. 
Thechangesal- | 


government pre- | 


order to develop | 


Tedi deposit's “cap” is being mined 
Copper production would start in the 
combined copper-gold second stage, 
and continue in the copper-only, third 
and final stage. Ok Tedi began to pro- 
duce gold six months ago.) 

Despite the legal problems likely to 
arise if the mine is shut, the govern- 
ment believes this would at least mean 
sufficient gold was left in the ground to 


| attract new private investors willing to 


the DMG has also | 


cording to production, type and market | 


price of the particular mineral. 

Nepal has abundant deposits of lead, 
zinc, iron ore, lime, talc and other min- 
erals, but these have yet to be fully tap- 
ped for industrialisation. Finding oil 
deposits would not only help the coun- 
try reduce imports, but would also 
boost the gross national product, the 
main contributor to which is still ag- 
riculture which accounts for 68% ol 
the total. 


——————————— 


go ahead with the second-stage deve- 
lopment. Should the mine actually be 
shut down, all the shareholders are li- 
able for a portion of outstanding debts 
— though the government has propor- 
tionately less liability than its stake 
The private partners have been re- 
luctant to spend an estimated US$500 
million to prepare for copper produc- 
tion until the price for that metal, now 
close to its all-time low, improve. The 
government, for its part, claims copper 
production is an integral part of the 
agreement it made to allow the Ok Tedi 
development, and says gold revenues 
should be used to finance copper pro- 
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grade ore to be mined over 25 years. 
The project has faced difficulties on 
f several fronts since it began — and 
even before. Kennecott Copper Corp., 
of the US, was the original project 
leader, but a disagreement with the 
government saw BHP coming in as the 
| de ader of a new consortium. It is the 
Australian firm's major overseas pro- 
je . Bechtel, the privately held US 
! ction group, was the prime 
c ESntractor — but has since left the pro- 
je ct. It may be replaced by Davy 
McKee on construction of the copper- 
nill facilities, if that stage is reached. 
— Beyond organisational problems, Ok 
Tedi's developers have had to fight a 
‘difficult terrain and climate. Con- 
struction costs have overshot the 
U $700 million target by US$300 mil- 
^ on — partly due to a drought which 
blo ed access by river to the isolated 
m ine-site which meant much of the 
ipment had to be airlifted in. A 
E ip; in January 1984 and accidents 
Boling cyanide spills, added to the 
-venture’s woes — and the attempt to 
- raise US$200 million in a syndicated 
‘loan in Hongkong took the better part 
of 1984, adding to the consortium's 
embarrassment. 
-~ Early in 1984, the Papua New 
— Guinea cabinet began to lose patience. 
— It agreed to an interim waste-disposal 
scheme 13 months ago, on condition 
the t plans for a permanent tailings 
am were completed by the end of 
‘i 1984. This did not occur. 
—— The numbers also have been looking 
gr er. The 1979 feasibility study as- 
"sumed a gold price of US$392 an oz, to 
se to US$524 when gold production 
— finished in 1990. It forecast a copper 
Pp ce of US$1.64 a Ib in 1987, rising to 
US$1.97 by 1990. In contrast, by late 
1984, the government was forecasting 
1985 copper prices of about 78 US 
cents a lb and gold at US$410 an oz. 
—'The government also has counted 
heavily on Ok Tedi for economic 
- growth. In its 1985 budget, it forecast 
pon increase of 6% in gross national 
)roduct this year, assuming Ok Tedi's 
[ rts followed forecasts (REVIEW, 22 
Nov. '84). 
— The government met with its 
- partners in Melbourne throughout De- 
-cember and January, and the meetings 
— are set to continue to the end of this 
“month, but efforts to reach a com- 
Cita so far have been unsuccessful. 
e company is already making con- 
- tingency plans for a shutdown. 
— Papua New Guinea, meanwhile, may 
= turn its attention to other mining pro- 
- jects. Three other gold sites are said to 
. have good prospects: Misima in Milne 
_ Bay, Porgera in Enga and Lihir in New 
— Ireland provinces. Canadian-owned 
Placer Development is involved in the 
first two, and is expected to be among 
the first approached if the Ok Tedi 
consortium falls apart. oO 
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A long-awaited Thai-Philippine operation to set up an abattoir 
and food-processing plant is ready for launching 


By Paisal Sricharatchanya in Bangkok 


fter four years of planning, Thai 

and Philippine investors are ready 
to launch a Baht 415 million (US$15.3 
million) joint venture to set up a large 
slaughterhouse and meat-processing 
plant on the northern outskirts of 
Bangkok. Production from the plan- 
ned 20-tonnes-a-day plant is projected 
to begin in late 1986 and if its bid to 
win Asean industrial joint venture 
(AIJV) status is successful, it may be- 
come the first such undertaking to 
really get off the ground. 

The 16 January signing of a Baht 
209.5 million loan by the Industrial Fi- 
nance Corp. of Thailand means the 
joint venture — Mah Boonkrong RFM 
Co. — is now almost a certainty. The 
firm last September received a US$2.5 
million loan plus a small grant from 
the United States Agency for Interna- 
tional Development. 





FINANCE 


Smooth transition 


Mah Boonkrong — a large group of 
commodity-processing and -trading 
companies which recently expanded 
into property and petroleum explora- 
tion — heads the Thai investors who 
together account for slightly more than 
50% of the project's equity. The re- 
maining stake is held by the Manila- 
based RFM Corp. (headed by promi- 
nent Filipino businessman Jose Con- 
cepcion Jr). For the past 12 years, RFM 
Corp. has been operating a similar-size 
plant in the Philippines; the technol- 
ogy from that operation along with a 
franchise agreement with the US- 
based Swift brand will be utilised in 
the new joint venture. 

In a country where facilities at most 
slaughterhouses are obsolete and un- 
hygienic, a project which will be em- 
ploying modern equipment is an inno- 
vation. It also corresponds with Thai- 





Pakistan's switch to Islamic banking is going well, 
despite some dissatisfaction in religious circles 


By Husain Haqqani in Islamabad 


akistan's programme of complete 

Islamisation of the banking sector 
seems to be proceeding without major 
disruption to the economy, partly be- 
cause government economists have 
opted for a less radical change than 
that advocated by theologians. From 1 
January, all new financing by commer- 
cial banks to government institutions, 
and to public as well as private corpo- 
rations was on an interest-free basis. 
From 1 April, all new transactions by 
individuals also will conform to the 
new rules — and by July 1985, interest 
on deposits and loans will be com- 
pletely eliminated. 

The transition to interest-free bank- 
ing will extend not only to nationalised 
Pakistani banks, but also to the Pakis- 
tan operations of foreign banks. Re- 
sistance to Islamic banking among 
Pakistan's foreign partners and West- 
ernised local businessmen has weak- 
ened under the government's insis- 
tence that interest-free banking, as de- 
fined under Islamic law, offers more 
than just  profit-and-loss-sharing 
(PLS) schemes. Some of the interest- 
free schemes (12 in all) offered under 
the Islamisation programme are not 
very different from the conventional 
definition of interest. 
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Ishaq Khan: deposits stable. 


Pakistan is the first Muslim country 
to attempt complete Islamisation of 
banking, though several other nations 
offer interest-free accounts alongside 
interest-bearing ones. Pakistan's own 
Islamic-banking experiment began in 
1980, with introduction of PLS depo- 
sits, which accounted for 20% of all 
bank deposits by 1984. Officials and 
Islamic economists attribute the popu- 
larity of PLS banking to the inclusion 
in the banking system of savings which 
had previously been outside its scope. 
Devout Muslims never accepted bank 
interest, which comes under the 
Koranic concept of riba, ór usurious 
dealing. The Koran prohibits riba, but 
allows "honest prone " which is isgained 
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ore shipment overseas, rathe 
exports of live pigs and cattle. 

Of equal importance are the 
scheme's regional ramifications. For 
several years, Asean planners have de- 
liberated the virtue of private-sector 
industrial joint ventures as a viable ex- 
tension to the government-sponsored 
Asean industrial projects and the com- 
plicated Asean industrial complimen- 
tation programme. 

When the Asean economic ministers 
meeting (AEM) finally decided on a 
compromise agreement to effect the 
AIJV in October 1983, it was hailed 
as a major breakthrough which could 
spur substantial intra-regional invest- 
ment. 

However, the initial euphoria sub- 
sequently gave way to scepticism. Of 
the originally proposed 21 projects, 
only four were approved and accorded 
AIJV status by the AEM in May 1984 
(REVIEW, 2 Aug. '84). The Thai meat 
plant was not among them. 

The original agreement on AIJVs 
calls for a 50% tariff cut for any pro- 
duct from a joint-venture project in- 
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countries. Under a supplementary 
agreement reached in Bangkok in Oc- 
tober 1983 (REVIEW, 3 Nov. '83), coun- 
tries not participating in an AIJV pro- 
ject have the option of claiming prefe- 
rential treatment after a four-year 
period. 

During this period, non-participat- 
ing countries would waive their rights 
to a uniform tariff cut within Asean 
under the Preferential Trading Ar- 
rangements (PTA). The initial “protec- 
tion" period is designed to give a prom- 
oted project sufficient time to gain a 
firm foothold. Conversely, AIJV par- 
ticipants cannot claim PTA treatment 
from  non-participating countries. 
Thus the scheme is not reciprocal. 


fficials now hope that the Mah 

Boonkrong RFM project will be 
added to the list of AIJV status holders. 
If that turns out to be the case, it may 
well become the first such project to 
take off. (Of the four AIJV projects al- 
ready approved, the two which will be 
located in Thailand — producing frit 








through effort or participation in risk. 
Islamisation of the economy has been 
part of President Zia-ul Haq's Islami- 
sation drive, which has gained fresh 
momentum since December's referen- 
dum in which Zia tied a five-year man- 
date for himself to an endorsement of 
Islamic policies. 

But the government's plans for 
gradual transition have been drawn so 
that there is little or no impact on 
everyday economic functions — which 
has drawn criticism from Islamic cir- 
cles. "There is a major contradiction in 
the government's claims," said an Is- 


lamic scholar. *On the one hand they 
say they want to Islamise the economy, 
and on the ot! 


er they say there will be 





no disruption of un-Islamic practices. 
If thereis no change in substance, what 
difference does the change in form 
make?” 

Others, however, support Islamic 
banking on the grounds that it will 
pave the way for gradual elimination 
of interest from the economic system. 
“The only true Islamic economic mode 
is profit-and-loss-sharing,” a profes- 
sor at the International Institute of Is- 
lamic Economics in Islamabad told the 
REVIEW. “Islamic banking as intro- 
duced will help create a psychological 
environment in which people start 
thinking of PLS and entrepreneurship, 
instead of just looking at interest rates. 
Some of the Islamic modes of financing 
are only minutely different from West- 
ern banking methods but gradually 
they will fall out of use." Foreign 
bankers as well as not-so-devout 
Pakistanis accept Islamic banking 
only because of these non-PLS modes, 
which include leasing, hire-purchase, 
rent-sharing and service charges. 

All bank deposits will now be ac- 
cepted on the principle of PLS, under 
which the bank divides its net profit 
(or net loss) among the depositors in 
proportion to their savings. According 
to Finance Minister Ghulam Ishaq 
Khan, there have been no signs that 
people were withdrawing money from 
banks in anticipation of the elimina- 
tion of interest. Total deposits with 
Pakistani banks rose from Rs 105.51 
billion (US$6.84 billion) in January 
1984 to Rs 109.31 billion in December. 
Most of the increase was in time and 
savings deposits, which rose from 
Rs 70.56 billion to Rs 109.30 billion. 

Part of the increase in time and sav- 


1 LET ^ - 
anda Ee Iam. € o 





DCCI 


ELE 
























inasi yaa Syrmia Malaysi » 
will produce "Constant-veliétis joints - 
and mechanical and powered rach- 
and-pinion car steering assemblies.) 
The new joint venture was one of 
projects seeking ALJV status at the lz 
meeting of the Committee on Indus 
Minerals and Energy in Manila in De-! 
cember. The committee will meet again. 
soon to prepare a final list for appro al 
by the next AEM, scheduled for Kuala | 
Lumpur in February. i 
While hopeful that AIJV statali į 
would be forthcoming, the projects 
promoters made it clear that its suc- 
cess by no means hinges on this. Cov- ` 
ering a wide variety of processed meat 
— ranging from fresh cuts (pork loins) 
to ham, frankfurters and corned ' 
— the bulk of production is expected i 
to be exported to Singapore, Hong- 
kong, South Korea, and the Middle - 
East. The Philippine plant 
exports a small portion of its output to 
Hongkong. The Thai plant is expected - 
to be more competitive in the interna- - 
tional market given lower costs of ^ 
feeds and livestock production im - 
Thailand. ‘a 


anti" 


TA 


ings deposits can be explained by th 3: 
conversion of current accounts into 
PLS savings accounts. Officials say - 
the profit-and-loss-sharing system has - 
greater savings mobilisation potential, — 
because returns increase when ba 
share profits instead of merely x 
interest. "As commercial ba in 
Pakistan are government-owned, PLS 
is indirectly serving as a means of 
transferring resources from the public 
to the private sector," explained a gov- 
ernment official. "Interest rates are - 
normally much lower than bank pro- 
fits but sharing profits reduces the 
earnings of the bank's shareholders, in 
our case the government. Depositors 
are the net gainers in the scheme." 











eturns on PLS deposits since 1980 — 
have been higher than interest 
rates, with yields of up to 15% on say- 
ings in June 1982, falling to 13.5% last 
year. But this may have been the re- 1 
sult of deliberate attempts to promote — 
PLS, and not necessarily reflection of. ^ 
better performance of interest-free 
banking. Moreover, lower returns for - 
equity-holders in banks might not bea 
problem for government-owned 
Pakistani banks but foreign banks will  - 
certainly not appreciate having to pay 
more to depositors. | 
For investment and loans, the gov- 
ernment has made interest-free modes 
other than PLS available, and bankers 
say these are more likely to be prefer- 
red by their clients as well as them- 
selves. The most popular of these is the 
mark-up, known as bai mowajjal or 
murabaha in Islamic terminology. Bai l 
mowajjalis defined as *asalein which — . 
the margin of profit is mutually agreed — 
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— Jump sum or in instalments.” Thus i in 
— trade financing, banks can “buy” from 
— the exporter and sell to the importer 
— fora mutually agreed mark-up instead 
1 of interest. Short-term financing can 
- also be done on the basis of mark-up, 
- while fixed investment can be under- 
— taken on equity participation of up to 
- 20?6 of the total capital. 

* - While bai mowajjal and murabaha 
postorm to Islamic law, their extensive 
> is considered slightly dubious. In 
foreign trade, for example, a bank’s 
uying and selling is only on paper and 
Y the > same is true in the case of short- 
term advances for industry. Some 
? foreign banks which are forbidden by 
- their charters to acquire equity with 
Clients or to trade directly, plan to get 
around the legal problems by using 
“mark-up and arguing that it is essen- 
- tially not different from interest. 

— Foreign banks have already started 
accepting PLS deposits (REVIEW, 23 
— Aug. '84). The Hongkong and Shanghai 
— Banking Corp., Bank of Oman, Bank of 
— Credit and Commerce, Middle East 
— Bank and Union Bank of the Middle 
- East arenow using PLS. Grindlays and 
Citicorp are to start in February or 
- March. Pakistani officials are believed 
to have advised American banks, 
_ which face difficulties with Islamic 
"banking under United States law, to 
- consider the creation of Pakistani sub- 
- sidiaries — though none have yet indi- 
ated any intention of doing so. None 
of the foreign banks is prepared to 
ave Pakistan either over the Islamic 
F banking question, and employees of 
_ foreign-owned banks are also receiv- 
ing training for conversion to the new 
fe system. 

Islamic advisers of the government 
"foresee only two hurdles in the success 
— of full-scale Islamic banking. The first 
- is the absence of proper auditing pro- 
- cedures, needed so that borrowers do 
- not cheat in sharing profits or losses. 
- The second is the dilemma caused by 
_ the need for companies to deflate pro- 
fits to save on income tax and the in- 
come tax department's insistence on 
- adding a so-called “margin for eva- 
puo on declared incomes. 

_ “The banks now have increased in- 
terest in company results and they 
_ need to be protected by better audit- 
ing, " said one bank official. “Reform of 
_ the tax system is also necessary so that 
- people do not evade taxes and deprive 

- us of profit shares at the same time. Is- 

- Jamic banking increases the banker's 

B dgment load, ugtil perfect auditing 
—. is discovered.” 

The government has announced the 
establishment of special tribunals to 
ensure recovery of advances and hear 
complaints arising out of the Islamic 
banking system. The tribunals will be 
able to hear disputes and dispose of 
cases in a shorter period than the civil 
courts. o 
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A privatiksieator firm in Bangladesh. aims 
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to encourage investment and modernisation 


By S. Kamaluddin in Dhaka 


| heme of Bangladesh's first 
private-sector equipment-leasing 
company has boosted prospects for in- 
dustrial investment. The company, In- 
dustrial Development Leasing Co. of 
Bangladesh (IDLC), sponsored by the 
International Finance Corp. (IFC), a 
World Bank affiliate, and the Indus- 
trial Promotion and Development Co. 
of Bangladesh (IPDC) will become 
operational in the next few months. 
The IDLC is a locally incorporated, 
public limited joint-venture company 
with some government holdings. It has 
three Bangladeshi partners — IPDC, 
City Bank (a local private bank) and 
Sadharan Bima Corp. (SBC), a govern- 
ment-owned general-insurance com- 
pany, and three foreign partners — 
IFC, Korean Development Leasing 


COMPANIES 


Bumpy capitalist road 


Co. (KDLC) and its main share- 
holder, Korea Long-Term Credit Bank 
(KLB). 

The IDLC will have an initial paid- 
up capital of Taka 50 million (US$1.91 
million), to be subscribed in two instal- 
ments, and authorised capital of Taka 
100 million. The three local sponsors 
will have a combined 40% share with 
another 15% kept for public subscrip- 
tion. Holding the remainder will be 
KDLC (20%), IFC (15%) and KLB 
(10%). The foreign partners will make 
their equity contributions in foreign 
currency. 

The IDLC plans to provide capital 
equipment (from tractors to office 
equipment) on leases of up to five years 
to industrial, agricultural and com- 
mercial enterprises. The emphasis is 








Hongkong’s business partners in China find that the 
going is not always smooth for private enterprise 


By Louise do Rosario in Hongkong 


ith the collapse of the Millie's 
Group, Chinese enterprises face 
another costly lesson in cooperation 
with Hongkong businessmen. Other 
unpleasant experiences in recent times 
have involved the troubled Conic In- 
vestment Co. electronics group and a 
tripartite venture in China Cement 
(REVIEW, 24 Jan.). Chinese partners in 
Millie’s ventures in the Shenzhen 
Special Economic Zone, where most 
of the group’s commitments are lo- 
cated, are counting their losses and 
will meet Hongkong liquidators soon 
in an attempt to settle their accounts. 
In an effort to avoid unfavourable 
publicity from the closure of ventures 
in this model investment zone, Millie’s 
businesses will probably be absorbed 
into other Chinese enterprises or sold 
cheaply to interested foreign parties. 
Some of Millie's operations in Shen- 
zhen were quietly dissolved in this way 
a few years ago (which raises the ques- 
tion of how many other business fail- 
ures in China have gone unpublicised). 
The Bank of China and its sister 
banks stand to lose heavily, as they 
are widely believed to be the major 
creditors of the declared HK$200 mil- 
lion (US$25.64 million) debt owed by 
Alan Lau, Millie's proprietor, and his 
group (REVIEW, 20 Dec. '84). Of the 
HK$21 million in writs filed by five fi- 


nancial institutions, none came from 
Peking-controlled banks. The 
liquidators, who refused to disclose the 
list of the 150 creditors, said 20 banks 
accounted for 80% of the debts, with 
"an even spread among them. " 

Lee Chaokuang, general manager of 
Nanyang Commercial Bank (one of the 
so-called sister banks), said his bank 
lent some HK$20-30 million for Mil- 
lie's investments in China, secured by 
Lau's Bamboo Garden Hotel in Shen- 
zhen. The bank may end up as a major 
shareholder of the still-expanding 
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The IDLC will provide 100% financing 


for equipment, without the hefty 
guarantees normally needed and it will 
be flexible on lease payments, which 
can be tailored to the lessee’s estimated 
cash flow. 

To finance its activities, the IDLC will 
supplement its equity with borrowing 
from commercial banks and interna- 
tional lending institutions. City Bank 
has already agreed to arrange loans up 
to Taka 200 million during the first 
three years. Each drawdown will have 
a five-year term. SBC also has agreed 
to provide up to Taka 100 million over 
a period of five years by taking up or 
placing five-year debentures of the 
company. And IFC has agreed to ar- 
range a 10-year loan for Sfr 4.2 million 
(US$1.58 million). The sponsors say 
they hope to do several hundred mil- 
lion takas in business by their second 
year. 

The leasing company will be man- 
aged by a board of directors with rep- 


hotel if no suitable buyer can be found, 
he added. 

Millie’s, well-known in Hongkong 
for its handbags and shoes, applied for 
voluntary liquidation for six of its 
firms in December. With the parent 
holding firm, Millie’s Handbag and 
Shoe Factory among the six, prospects 
for a new lease of life on the Millie’s 
empire of 32 companies are dim. While 
the group’s profit-making retail shops 
have readily found Hongkong-based 
buyers, the final sum recovered will be 


“way less than half” of the HK$200. 


million owed, said Wilf Timso, one of 
the two private provisional liquidators 
appointed. 

Millie’s assets are now so insignific- 
ant that they no longer are worth the 
service of the private liquidators, and 
five of the six liquidated firms have 
been handled by the Official Receivers’ 
office since mid-January. The winding 
up hearing is scheduled for 18 Feb- 
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ont the basic purpose of the 
leasing company is to help private-sec- 
tor enterprises, it may also provide 
substantial assistance to. some of the 
public-sector enterprises in their mod- 
ernisation programme, since there is 
no similar government agency. 
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k ashidul Hasan, managing director 
of the IPDC, told the REVIEW that 
quite a few existing public-sector enter- 
prises have already approached him 
about leasing equipment. The 
Bangladeshi Government has agreed 
to extend full support for the com- 
pany and grant the following faci- 
lities: 

» Classification of the IDLC as an “in- 
dustrial undertaking" under the 
Foreign Investment (Promotion and 
Protection) Act, 1980, giving the 
foreign participants repatriation 
rights and other benefits. 

» Benefits normally granted to indus- 
trial companies, including a lower cor- 
porate tax rate of 50% and a nine-year 
tax holiday. 
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| thholding x on 
interest on foreign loans and dividends 


paid by the company to its foreign 
partners. 

» Registration of the company as an 
industrial importer so it may avail it- 
self of concessional import duty. 


In addition, the Bangladesh Bank 4 
(the central bank) has said the IFC loan i 


would qualify for exchange-risk cover 
under the government's Exchange- 
Rate Fluctuation Burden Absorption 
Scheme, 1983. To allow the IDLC a de- 
gree of independence from wholesale 
sources of funds, the central bank has 
indicated that leasing companies and 
other non-banking financial institu- 
tions may be allowed jo raise, at some 
future date, term deposits under cer- 
tain prescribed conditions. 

A. N. Hamidullah, chief executive of 
City Bank and a former central bank 
governor, said there are four leasing 
companies in India and one in Pakis- 
tan, none of which operate in 
Bangladesh. Hamidullah said the leas- 
ing firm can help Bangladesh make up 
for lost time and develop an industrial 
base more quickly. Oo 
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ruary. Two of the units — Millie's 
Wholesale Centre and Millie's Prop- 
erty Management — have total debts of 
about HK$66 million, but are esti- 
mated by the liquidators to be now 
worth a meagre HK$1.7 million. Mil- 
lies Handbag and Shoe Factory, the 
group's flagship which owed HK$98 
million, has “nothing to be sold,” said 
Timso. 


S ources close to Millie's attribute the 
group's demise to its three money- 
draining activities: Millie's Wholesale 
Centre, Tin Tin Daily News (a Chinese- 
language daily in Hongkong) and Mil- 
lies commitments in China. The 
wholesale centre, in which Lau once 
claimed to have invested HK$60 mil- 
lion, was a discount-selling retail 
supermarket that depended on a high 
Ves to remain economically via- 

e 

For at least a year, sources say, the 


centre was in a serious state of insol- 
vency but was allowed to drag on with 
financial backing from other Millie's 
companies. Of the centre's HK$52 mil- 
lion debt, HK$37 million came from 
sister firms, while its assets are worth 
only HK$1 million. 

Lau apparently injected huge sums 
into Tin Tin Daily News, which helped 
to double the newspaper's readership 
from (according to a survey) 100,000 in 
1981 to 230,000 in 1984. The news- 
paper has claimed that Lau is now only 
a minor shareholder and the group's 
liquidation will not affect its opera- 
tion. 

In China, where Lau's most ambiti- 
ous business dreams were focused, 
success appears also to have eluded 
him. Few of his projects have been 
completed. For example, the half- 
finished Buji Industrial Estate in 
Baoan county is not yet generating 
real profits, and it is too early to judge 
whether his many other plans will be 
successful. No figures are available on 
how much Lau has actually spent in 
China, though he has claimed to have 
invested HK$120 million in Shenzhen 
alone. 

Months before the liquidation, Lau 
was still busy signing contracts with 
China — which seems to indicate that 
despite his deep financial difficulties 
in Hongkong, he tried to maintain his 
image as the favoured son of China. As 
early as two or three years ago, there 
were already signs that Lau was over- 
extending himself in China, a point 
which Chinese officials quietly admit 
now. 

Qu Hua, deputy secretary-general of 
the Shenzhen Municipal People's Gov- 
ernment, said that better consultation 
with banks about their partners' fi- 
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. nancia d be carried out T 
in the BnR. "We f ‘more relaxed | 
pci ta i claims that Mi 


ations 
41 i changed hands or stopped production 


i operation, 


. DO sition shoi 
-with Lau as he was Rin the ea 
to invest in our zone. The relationship 
was based on trust and friendliness.” 

- Qu, who was given a tour of Lau's en- 
 terprises in Hongkong only six months 
ago, had been impressed, like many of 
- his Chinese colleagues, by the many 


? companies Lau owned. 
- 


Of Millie's five manufacturing oper- 
in Shenzhen, four either 


- after one or two years of unsuccessful 
said Ho Waihung, vice- 
"commissioner of the Lo Wu district's 


- Industrial Department in Shenzhen. 


As for the fifth, Shenzhen High 


—. Quality Shoes, its 260 workers were 
t employes during the past six 


ECONOMIC MONITOR ee 
I^ growing improvement 


ndia's economy showed sustained 
growth during 1984. A marked slow- 
_ ing of inflation, prospects of a record 
- grain crop, signs of industrial recovery 
and a surge in foreign-exchange re- 


"serves combined to set the pace for the 


- economy in the new year. 


The momentum in 1984 came mainly 


— from record foodgrain production of 
_ 151.6 million tonnes for the crop year 
— 1983-84, a big jump from the previous 
— peak of 133.3 million tonnes in 1981- 


- 82. This had a moderating influence on 


"prices, and the annual rate of inflation 


during 1984, based on the wholesale 


pprice index, dropped to 6.3% by De- 
cember against 10% in 1983 — largely 
- due to a fall in the prices of cereals and 


a less-pronounced rise in the price of 


. pulses and oilseeds. 

For the first time in recent years, the 
"variations in the cost-of-living index 
_ (1960=100) have corresponded closely 


_ to changes in the wholesale price 


index. The increase in the cost-of-liv- 
_ ing index was 3.4% for January-Sep- 


tember, against 11.5% in the same 


E. in 1983. The net increase for the 
— year may be only half the rise of 12.7% 
- recorded for 1983. 

Prices are expected to be stable dur- 
ing 1985, because good weather means 


- a big harvest and the government's 
- grain reserves have touched a record 


level of 20 million tonnes. 
Growth in industrial production 
(which eased to 3.9% in fiscal 1982-83 


- [to 31 March] due to a severe drought 


from 8.6% the previous year) picked up 
marginally to 4.2% in 1983-84 and log- 
ged growth of 7.2% between April and 
September 1984. This is attributed to 
significant improvements in infra- 
structure. Electricity generation is ex- 
pected to increase from 105 gWh to 
154 gWh; output of coal from 145 mil- 
lion tonnes to 160 million tonnes, and 
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owes the Chinese workers at least 
HK$1.4 million in wages and other 
losses brought about by inadequate or- 
ders. Ho said that the Chinese earlier 
paid for (in goods and wages) HK$4 
million, the total worth of Millie’s 
machinery. 

Creditors who pin their hopes on 
Millie’s China investments look to two 
possible sources to recover their 
money: the Overseas Chinese New Es- 
tate and the Bamboo Garden Hotel, 
both in Shenzhen. According to offi- 
cials from the Shenzhen Special Eco- 
nomic Zone Development Co., the 
Chinese partner in the 488-unit estate, 
the completed project is making 





output of crude oil 
from 26.06 million 
tonnes to 30 mil- 
lion tonnes during 
1984-85. 

The brighter in- 
dustrial picture in 
1984 is reflected in 
the increased num- 
ber of approvals 
of capital issues, 
capital-goods im- 
ports and signifi- 
cant deposit mobi- 
lisation by com- 
panies. During 
January-Septem- 
ber, 546 foreign 
collaboration 
agreements were 
approved against 482 during the same 
period in 1983. 

Economic growth in 1984-85 is 
likely to be 4.5-5%, taking the average 
annual growth for the sixth five-year 
plan (ending March 1985) to 5.5% 
against a target of 5.2%. 


PEL 


paleas eine reserves, exclud- 
ing gold and special drawing rights, 
rose during April-November 1984 
(first eight months of the fiscal year) by 
Rs 9.94 billion (US$828.33 million), 
reaching a total of Rs 64.91 billion. If a 
drawdown of Rs 450 million from the 
Monetary Fund is 
excluded, the rise was Rs 9.49 billion. 
In the corresponding months of 1983- 
84, reserves, excluding a drawdown of 
Rs 9.73 billion from the IMF, showed a 
drop of Rs 2.47 billion. 

India's trade deficit, which widened 
substantially in the early 1980s under 
the combined impact of higher oil 
prices and recession in the indus- 
trialised countries, widened further. 


(There was a minor improvement in . 
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Shenzhen Food Services, is reportedly 
making a profit and is being expanded. 
However much the liquidators get 
from these projects, it seems the pro- 
cess will take many months. Chinese 
officials interviewed seemed to know 
little of the impact the Hongkong 
bankruptcy will eventually have on 
them, but stressed that they would go 
by the contracts they have signed with 
Lau. At some stage, arbitrators may 
also be called in to intervene. Hong- 
kong liquidators may find themselves 
entangled in bureaucratic wrangling 
in the receivership process, as China 
has no bankruptcy laws and does not 
recognise those of Hongkong. oO 


, 7 
llie's.' ne i 









<a 
f e 
a" 
- p * 
SS 0 : y 
= -— è 
[ 


1982-83 when the gap narrowed by 6% 
because of stepped-up domestic out- 
put of crude oil.) 

The trade balance had been expected 
to improve further in 1983-84 from Rs 
55.26 billion to about Rs 50 billion. But 
it actually widened to Rs 58.98 billion. 
Officials attributed this to a prolonged 
strike in India's ports and the bunch- 
ing-up of imports towards the end of 
the fiscal year. 

Provisional figures for the first six 
months of 1984-85 should bring some 
comfort to the government: the trade 
deficit was Rs 22.91 billion, which is 
5.5% less than the Rs 24.25 billion re- 
corded for the same period in 1983-84. 
This will raise hopes of a further im- 
provement during the rest of the fiscal 
year. But the full-year deficit is un- 
likely to drop below Rs 50 billion be- 
cause the rising value of the US dollar 
may push up the cost of imports, and 
the uneven pace of the European re- 
covery and slowing growth in the Unit- 
ed States should limit exports. 

_— MOHAN RAM 
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| ap grant, achieved record 
sales of ¥3.26 n (U5$12. 82 bil- 
. lion) in the 


| figure is 1! 





| year's ¥2 g still- 
growing sal nd office 
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Audio kitchen 
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53250 billion on $ 
¥3.45 trillion i 
November 1985. 


: 985, G ranite In- 
| dustries, has forecast pre-tax profits 


. | of M$11.7 million (US$4.7 million) to 


31 Dec. 1984, based on M$40.7 mil- 
lion turnover. The optimistic forecast 
| in the company's public-issue circu- 

' lar said after-tax profits would reach 


E :M$6 million — down from M$10 mil- | Union improves 


| lion achieved to 31 Dec. 1984. 
» Granite — which operates one of 
. Johor's largest quarrying operations 
— sells building materials to Singa- 
.pore and through subsidiaries there 
| has stakes in the First Mix group of 
| companies supplying ready-mixed 
concrete to the Kuala Lumpur area. 
: ~~ JAMES CLAD 


ital shrinkage 





Ship owna. Continental Mariner 


Investment Co. of Hongkong has re- 
ported an 8% decline in operating 


profits to HK$21.1 million (US$2.71 
million) in the six months to 30 Sept. 


the previous | 








ES 


foreign 
from two peso devaluations. _ 
The government has an exposure of 


" .P244 million in Picop in the form of 
-direct fund infusion and loan-to- 


tiry's lone newsprint maker. 


Malaysian "n... tes 


Malaysian Oxygen (MOX) has re- 


equity’ conversion, 
43.73% of total capital in- 





| ported 15% growth in pre-tax profit 


| 1984. Overall net profit fell 53% from - 
| the previous interim's HK $44.57 mil- 


. lion (which was boosted by the sale of 
a vessel). 
Directors have not fecdirniendad 


an interim dividend, citing anticipa- 


tion of continued. depression in the 
shipping business. A final dividend 
will be paid if the situation improves, 
they added. Most of Continental 
Mariner’s ships are on time charter to 
Japanese interests and are mainly en- 
gaged in carrying general and bulk 

NE — ELIZABETH CHENG 


Net loss of. Paper Industries Corp. of 


| the Philippines (Picop), which be- 
longs to the Soriano group, widened 


| to P300. million (US$17.65 million) 


| last year.from P210 million in 1983, 





4% 





million in 1983 to M$7.6 million. 
Chairman Tu 
said gas sales increased by 9%, while 
welding-equipment sales dropped by 





10%. MOX is completing a M$16 mil- 
lion investment in new plant and 


storage for liquefied gases, and it 


aims to lift export sales to Southeast 
Asia. In addition to an interim 9% di- | 


vidend declared, directors are pro- 
posing payment of a final 11%. 
— JAMES CLAD 


Union Bank of the Philippines, which 
was taken over by the government 
from the troubled Bancom conglom- 
erate, improved its net income to 
P110. 4 million (US$6.49 million) in 
1984 from P85.5 million the preced- 
ing year. 

Board chairman Gilberto Teodoro 


| voiced optimism about. prospects for 
the bank, saying that earnings assets 


have improved to the equivalent of 86 
centavos from 84 centavos for each 
peso of total resources. Union Bank is 


ned merger with another private- 


glomerate. 


Alcoa profits down 





Australia made a net profit of A$43.7 


to 31 Dec. 1984, a drop of nearly 25% 
from the previous year. 


lion, chiefly through a 14% rise in 
aluminium and alumina exports to 


rates and a weaker Australian dollar, 
though the exchange-rate. factor 


-exchange losses resulting | 


equivalent to | 


to M$15.7 million (US$6.31 million) | 
for the year ended 30 Sept. ae | 
though turnover rose only | 
EE M$74 million. However, a larger. es | 
bite (up 33% from 1983) has 


pushed | 
down after-tax profits from M$8.1 


un Omar Yoke Lin Ong | 


being prominently mentioned as the 
likely surviving institution in a plan- | 


Major aluminium producer Alcoa of | 


million (US$35.8 million) in the year | 
Sales had risen 16% to A$1.15 bil- |. 


A$962 million. This reflected the | 
competitive advantages of low power | 


added an extra A$19.6 million to the E 
cost of Syg US-dollar. borrow- 
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nied confidence in new 
jth China and reports of a 
B the market ex- 





n cash. Senier of dine. tapial -in- 
ient spending fuelled investor interest in 
ine-tool makers. Electricals were favoured 
inancial and drug-related shares. 








. The first rally after a prolonged 
) pushed the mining index up 33.56 e 
. points; commercial-industrials 1.37 
, and oils 0.03 to 0.586 of a point. MEM 
trading in small and seldom-active 
ives.swelled volume to 118.83 million 
though Makati went zero in mines once 
1 oils twice. Value reached P26.68 million 
57. million), mainly due to the first trans- 
of P14.48 million worth of newly listed 
es of Philippine Cocoa Estate, a joint-ven- 
company with foreign investors including 
' Food of the United States and Sime 
f Malaysia. Despite the peso's continued 
iation against the US dollar, with adverse 
tions for mines, the market was seen to be 
owards another rally. 




















ar RE: Investors shunned the market as 
prices continued their downward drift. 
Industrial Index lost 22.02 points to 
4,237.53. Qualms about rumoured bad 
bts gained impetus from the news that 
xchange officials had taken over the man- 
ent of a brokerage firm, Alfa Pacific, whose 



















rs' caution was reflected in declining vol- 
Daily turnover averaged 7.3 million shares 
lion previously). 


| LUMPUR: Despite banu its trad- 
ules to extend scrip-delivery time from one 








' close of the period, dogged by the continu- 

le bull overhang that has been the domin- 
ature since the last quarter of 1984. Aver- 
ge daily turnover dipped to 4.4 million shares, 
alued at M$9.6 million (US$3.86 million). Nor- 
lly receptive to strong Wall Street leads, the 
'hange remained indifferent to sporadic New 
gains. and institutions stayed away, still 
gfora chance! to sell on strength. 









L NGKONG: Pr ices ved erratically during 
period, with val 
eaviest in recent years. Average daily turnover 
as lower than the previous period at HK $447.12 
llion (US$57.32 million). The Hang Seng 
dex came close to the 1,400 psychological level 
1,388.42 on 17 Jan. but subsequently shied 
ay and finished the period at 1,350. Properties 
better than other major sectors with star per- 
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weeks, the market drifted back into torpor- 


lume holding at some of its. 





lines were allegedly over- -extended. In- | 
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| Philippines staged a rare rebound with a rally: that € mining shares up B 
it udis over s pies to 21 Jan. Most markers in the Asian region, however, rd 


cludea sale. The company later announced. it had 
sold its sizable stake in Hongkong E ectric to 
Hutchison Whampoa. 





AUSTRALIA: Firming gold and copper prices’ 


maintained an upward trend on Australian ex- 


changes. The period opened with some hesitation’ 
over conflicting signals from Wall Street and 


London before the metals sector lifted decisively, 
with overseas buyers moving to build their re- 

sources holdings. The All-Metals and Mining 
Index jumped 23.7 points to 432.8 over the 
period, while an index of gold stocks made its re- 
turn on 21 Jan. after a 17-year absence with a rise 
of 12.2 points to 620.6 (against a 1979 base of 500 
as with other resource indices). A lacklustre per- 
formance by oil and gas stocks kept the All-Re- 
sources Index down to a more modest gain of 8.4 


. points to 461.8. 


NEW ZEALAND: the tack of buying interest 


which had been keeping the market dull and flat 
culminated in a bout of selling activity as it be- 
came increasingly apparent that the forthcoming 
government stock tender on 18 Jan. was going to 
see yields up sharply. This proved to be the case 
and other interest rates adjusted accordingly. 
Throughout, turnover continued at low levels 
with neither institutional nor private investors 
showing much interest in the market. ` 


TAIPEI: The market closed at 826.22, down 7.48 
points from the previous period. Most of the de- 
cline came on the last trading day of the period. 


Analysts said investors were reacting unfavour- | 
ably to a new regulation limiting to 10% annu- | > 
ally — down from 20% before — the amount of p 
new stock that can be issued to shareholders | 


based on an increase in the value of a listed com- 


pany's property assets. Average daily turnover | 
continued.on the low side at NT$454 million . 


(US$1 1.35 million). 
BANGKOK: Stock prices fluctuated through- 
out the period, improving towards the close. Ce- 
ment counters made impressive gains, helping 
the Book Club Index edge up 0.11 of a point to 








127.36. Losers numbered 21 against 15 gainers | 
with 58 unchanged. Volume totalled 903,945 
shares, worth some Baht 88.4 million (US$3.3- 


million) or a daily average of Baht 17. 7 million. 


SEOUL: Another period of brotittaking duve 


the index down 0.85 of a point to 138.6, and ayer- 
age daily trading levels tumbled 10. 84 million to 
15.55 million shares. The correction phase — as 
local brokers describe the current lull which fol- 


lows a storm of buying at the beginning. of the. 
year — has claimed blue chips in popular areas. . 
niesand resource-exploration-re- ` 





such as elect 
lated stocks. The biggest gainers of the per 
were beverage , up 11.94 points after announ 
ment of lower excise on alcohol sales 











| former Swiss Pacific putting on as ich AL 
HK$1 on 17 Jan. to HK$25.60. Hongkong Land. 

closed at HK$4.475, up 20 HK cents on the period | 
on the back of rumours that it was about to con- 
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Aust. All-Ordinaries index 
15 Jan. a : 
16 Jan. l 
17 Jan. .. - 
18 Jan. E 
21 Jan. E 
Change on week 247! 
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15 Jan. . 1,331.0 

. 16 Jan. 1,358.8 
17 Jan. 1,388.4 
18 Jan. 1,360.3 
71 Jan. . 1,350.0 
Change o on n week — —0.59* 
?tJan. "echange $9 

| i HK$ = onweek yie 
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urself. whether any other single 
Je ium puts the : economic, social and political realities 
f Asia at your fingertips as does the Asia Yearbook. 


low In Its 26th Edition 

he Asia 1985 Yearbook, celebrating its 26th anniver- 
ary, is bigger and more comprehensive than ever 
efore. Matching the rapid pace of Asian development, 
je have gone into greater detail, with deeper insight, to 
roduce a book that anyone who has any dealings with 
Sia should have on the bookshelf. 


eatures 

he Asia 1985 Yearbook includes a newcomer to every 
pter — the Databox which gives an instant glance of 
intial data. You will find familiar chapters and fea- 
ires as well: a Regional Round-up, The Power Game, 





stment, Commodities, Energy, Aviation, Shipping, 





Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
- via India, Indonesia, Singapore and Malaysia. 


. charts, tables. and graphics to illustrate the material, 
cluding a full military profile of every country. Each 
€ uy xm a new bbs to go with its naples: 











| Country-by-Country Analysis 
. Each country is discussed with up-to-date reviews of its 


and Infrastructure. T 


tial and popu? trends to ) foreign: i 





appening Tiere. that not only Dang Aa S future but’ 

ffect- the entire oworld. Asia 1985 Yearbook covers = 
) : npiles analyses. and interprets them... 
afford to ignore. them. Nor can any. 


nyone who has dealings with — How We Did It 


opulation, Development Banks, Asian Finance, Asian. 


e & Aid, West Asia, South" Pacific and ind 


| i hipters: Ot S3 onc 
actions — Politics/ 
| | nomy/Infrastruc-. 

ture — ranging from Afghani tan through China, to 


As in the past, the Yearbook has an abundance of 


Politics and Social Affairs, Foreign Relations, Economy = 
Yearbook gives you localised, 
_ first-hand information on everything: from marketpoten- ^ 

lid i volvement: B 






and social and cultural landmarks. Each section has 







































, also been supplied with a set of vital statistics compiled 
JA against a master questionnaire provided | Yearbook 
experts. 
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and virtually every area of interest throughout Asia. This 
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economic progress. 


Sivakasi , in the perpetually 
drought-prone and backward dis- 
trict of Ramanathapuram in Tamil 
Nadu presents a picture of booming 
industrial growth and astonishing 
Dotted with 
numerous printing: presses, match- 
making and fireworks factories, 
Sivakasi has come to be dubbed “lit- 
tle Japan." For, despite the total 
apathy of successive governments, 
the imagination, hard work and en- 


. trepreneurial spirit of the local peo- 


ple have helped make Sivakasi an 


_ | economic miracle in its own right. 


So much for Sivakasi's profile. But 
behind the glittering facade of afflu- 
ence and progress lies the agonising, 
heart-rending tale of wholesale 
child-labour abuse. A study by the 
People's Union for Civil Liberties re- 
veals that some 45,000 children are 
working in the industrial units lo- 


.cated. in and around Sivakasi, thus 


helping it to earn the reputation of 
being the “largest single concentra- 
tion of child labour in the world.” 
While an overwhelming proportion 
of the child-labour force — the 
majority of these children are in the 
10-14 age group — is engaged in the 
match industry, a small section is em- 
ployed in the fireworks industry. 
Every day in Sivakasi, hundreds of 
youngsters deftly insert matchsticks 
into the collection frames. In their 
anxiety to fill as many frames as pos- 
sible, the children work 
without rest. (In the 
fireworks industry, 
child workers are em- 
ployed mainly in dyeing 
paper, making small 
firecrackers, rolling 
gunpowder and packing 
the final products.) For 
them, the need.to survive 
has become real, serious 
and grim: higher earn- 
ings are essential to buy 
food and clothing. 
Back-breaking la- 
bour, often on 12-hour 
daily shifts in an unheal- 
thy, poorly ventilated 
environment, makes the 
lot of these children mis- 
erable beyond words. 
.The pressure is always 
on them to produce the 
maximum. “If we don’t 
make the specified num- 
bers, sometimes we. are 
not allowed to get into 
the buses that take us 
home,” says a 14-year- 
old boy. But the top 


daily wage a child 
worker can earn is 
Rs 10. 





o a casual visitor the township of | Investigations have proved that 


Sivakasi's child-labour network is 
well organised. Most children travel 
from villages up to 45 km away to 
reach the town and surrounding in- 
dustrial area. In these villages, indus- 
trialists employ agents who provide a 
constant flow of productive child la- 
bour. Agents receive a monthly salary 
of Rs 150 (US$12.50) for recruitihg 
child workers and ensuring they get to 
their place of work on time. Parents 
are persuaded by the agents that they 
should take their children out of 
school so that they can earn for the 
family. Salary advances — up to Rs 200 
a child — are sometimes offered. 

The child-worker's day starts at 
the crack of the dawn. By about 4 
a.m., fickety factory buses arrive to 
take them to their places of work. (In 
most cases, more than 200 young 
labourers are crammed into a single 
bus.) The bus takes them back to their 
homes at 6-8 p.m. With the exception 
of a year-end bonus, doled out by 
only a few of the larger units, the 
children receive little in the way of 
benefits. 


sitis, the peculiarsocio- economic 

conditions prevailing in Rama- 
nathapuram have made child labour 
a necessary evil for the survi- 
val of the thousands of families of 
landless labourers: poor soil condi- 
tions and lack of water make agricul- 
ture economically unsound. More- 
over, the majority of 
parents cannot afford 


their children to school 
and the additional in- 
come has become essen- 
tial to the household. 

A random survey of 
child labour in 16 
Sivakasi factories re- 
vealed that of 4,181 
child workers, 3,323 
were illiterate, 474 were 
educated only up to pri- 
mary level and 384 were 
dropouts. The ‘youngest 
child in one of the 
matchstick factories 
was found to be just four 
years old. Most of the 
young workers are af- 
raid to reveal their real 
age and the security is so 
stringent in most units 
thaf it is difficult for 
outsiders to make con- 
tact with them. 

While working condi- 
tions in bigger and bet- 
ter-organised match- 
stick units are decent, 
the same cannot be said 
of the working condi- 
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tions in the cot- 
tage-industry sec- 
tor. Poor lighting, 












unhygienic sur- 
roundings, dust À | 
and fumes, as well à 


as lack of proper ventilation and 
cramped conditions in the presence of 
dangerous chemicals, make working 
miserable and hazardous. 

Many factory managements defend 
child labour, saying they are provid- 
ing employment for poor families: 
without this work the children might 
starve or die of malnutrition, they 
contend. “As long as the emphasis is 
on handmade matches, child labour 


cannot be eradicated,” says the 
Sivakasi-based All India Match 
Chamber. 

Displacing the 45,000-strong 


child-labour force would not only 
mean a big blow to their families but 
would also act as a catalyst for the 
domination of the match industry by 
big and powerful multinationals. It is 
only dirt-cheap child labour which 
keeps the cottage sector alive. 

Although during the past 20 years 
the government has done much to 
support cottage industries through a 
package of incentives, it has turned a 
blind eye to the plight of child labour. 
Of course, there are many well-mean- 
ing acts and regulations to prevent 
child-labour abuses — besides the di- 
rective of the Indian Constitution 
that “no child shall be employed to 
work in any factory or mill or be en- 
gaged in any other hazardous em- 
ployment,” the Factories Act 1948 
clearly stipulates that only children 
who have “completed their 14th 
year” and obtained a certificate of 
fitness can be employed. 

But many of the Sivakasi indus- 
trialists have devised foolproof ways 
of circumventing the law. First, they 
bribe the doctors to state on the med- 
ical-fitness certificate that the child 
is 14 and is physically fit for the job. 
Second, they do not maintain proper 
records either of the number of child- 
ren employed or daily wages paid to 
them. To complicate the matter 
further, as many as 4,000 small units 
remain unregistered under the Fac- 
tories Act. 

Besides the high risk of contracting 
respiratory and skin diseases, the 
children run the constant risk of acci- 
dents. As it is, accidents in the 
fireworks industry are common. In 


February 1982, a fireworks, factory 


on the outskirts of Sivakasi went up 
in flames killing six child workers. 
Although a case was filed against the 
factory under the Explosives Act, no 
effective action was taken and the 
owner resumed business with barely 


a working day lost. —RADHAKRISHNA RAO 


Iw 





“iz —— SO Au d. r 





31 JANUARY 1985 e FAR EASTERN ECONOMIC REVIEW: 








Be the guest at - 
our S$70 million wed 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to Survive 
NCE every eighty to a hundred years the 


bamboo forests in China's Sichuan 
Province. burst into flower and then die off. And 


: - hat's bad news for the Giz Panda, whicl 
Hotel Tai Pan, Singapore, ds bigeye ipe siepe 


bamboo. 


joins hands with But that's just one of the problems facing the 
| Panda. 


To ensure that it has a future it is vital to 


Ramada International Inc, WF ae arit horian h oR i 


lives, to carry out research into its dietary needs 
, s e and investigate possible alternatives, to discover 

t e WOT S t lr argest ote C ailin the reasons for its low reproduction rate, to 
à study the problem of internal parasites — all these 

factors and many more which threaten its 








The union between Hotel Tai-Pan new wing, we'll have a total of 500 survival. 
and the Ramada chain has called for rooms; plus restaurants, bars, a Recognition of the urgent need to solve these 


a dramatic upgrading, 
renovations and exten- 
sion of the hotel, 
exceeding S$70 
million. All existing 
269 rooms have been 


disc itheque, gymna- and other problems has resulted in a unique and 
=) "wl historic partnership between WWF and the 
sium, swimming pool, tj M 

meeting facilities and People's Republic of China. 

didi à i y pyr d WWF has agreed to contribute US 
Sver ung cise you | $1,000,000 towards a total of about US 
expect from an $3,000,000 needed by the Chinese Govern- 
international de luxe ment to mount a major Panda Conservation 
lavishly equipped, and hotel. With the excep- Programme. This includes construction of a 
-efitt xd ith exquisit tion of high rates research and conservation centre in the largest of 
rented with exquis K - : IEN rates. the Panda reserves- Wolong Natural Reserve in 
rosewood furniture. And by mid- In fact, our rates are remarkably Sichuan Province. 

1985, with the opening of our economical. 








A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
: under the leadership of Professor Hu Jinchu 
TAI-PAN RAMADA HOTEL l'he Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
101 Victoria Street, Singapore 0718. Tel: 3360811 Telex: RS 21151 conservation efforts to save life on earth. 
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Five good reasons why the 
new River View Hotel 
is your best value in Singapore. 


Five star quality at four star prices 
The River View looks and feels like a five-star hotel . . . 
but it just isn't priced like one. 


uperb rooms 
S a five-star hotel you'd 


expect spacious rooms, 
designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 
movies, individual air-conditioning 
control, a mini-bar and 
International Direct Dialling. 
That pretty well describes our 483 
rooms and suites. 


ine international cuisine 
F We offer three world class 
restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 


AE, 


There's even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 
equipments too. 


rime location 

Situated in the Havelock 

Road hotel district by the 
scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
A Every day we have 2 private 
shuttle buses to take you to 


J: 


382 Havelock Road Singapore 0316 





the beautiful Desaru View Hotel. 
It's only 232 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Opening April 1985 
Singapore — Tel: 7329922 
Telex: RS 55454 RVHTEL 
Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 
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Cambodia and Pol Pot 


David Jenkins’ review of my book, 
Cambodia 1975-82 [17 Jan], was 
thorough and appreciated, but there 
are some points I should like to clarify. 
The only point which I consider a mis- 


interpretation worth noting is that | 


"the author concludes that 400,000 
died in less than four years." My con- 
clusion was that deaths in excess of a 
normal peacetime death rate were 
more than 700,000, resulting in an ab- 
solute population decline between 
1975 and 1979 of more than 400,000. 

l was particularly pleased to note 
that Jenkins agrees with my assess- 
ment of the final chapter, an effort "to 
situate the DK [Democratic Kam- 
puchea] group within the political 
spectrum" as "one of the best parts of 
the book." To date, 
however, I have not 
received feedback in- 
dicating that "those 
who originally sup- 
ported Pol Pot but 
who later came to look 
with horror at his ex- 
cesses” wish to accept 
my explanation as “an 
easy way out.” On 
that side, I believe, I 
am in disfavour for 
my negative views on 
poor peasant revolu- 
tions. 

Jenkins' objection 
to my treatment of 
Western journalists is 
much milder than I 
would have expected, 
and seems to indicate that he has taken 
some of my points. In this connection, I 
must point out that my “up-beat treat- 
ment of the present regime in Phnom 
Penh" was shared at the time of writ- 
ing, 1981-82, by virtually all scholars 
who are considered specialists on con- 
temporary Cambodia (I know of only 
one exception), and by most journalists 
who tried to take a serious look at the 
country from inside. 

My present view of the People's Re- 
public of Kampuchea (PRK), after a 
one-month visit in November 1984, is 
still positive, and I wonder what 
sources have formed Jenkins' appa- 
rently negative impression of the Cam- 
bodian Government. Could they 
perhaps be some of the same jour- 
nalists whom I criticised and who seem 
now to accept resistance or DK prop- 
aganda — some of which is demonstra- 
bly untrue? These are the same jour- 
nalists, perhaps, who visit Cambodia 
only to search for details to flesh 
out that propaganda, or who, in deal- 
ing with the PRK, ignore the state in 
which the country was left in 1979 and 
the international campaign which 








has seriously impeded its recovery. 

Jenkins gave careful attention to my 
insistence on the historical treatment 
of the DK phenomenon and I thus find 
strange his dismissal of the PRK with 
"anything would be better than Pol 
Pot" (in his review of William Shaw- 
cross' book). The only legitimate judg- 
ment of the PRK is against the situa- 
tion in 1979, and it stands up well, not 
only against DK, but absolutely, in 
comparison to many poor Third World 
countries. If I ever had qualms about 
my strictures against journalists in 
Cambodia 1975-82, they have been as- 
suaged by most of the recent journalis- 


misleading. So is his remark that 
"some of the universities not accre- 
dited by these six regional associations 
have formed their own accrediting as- 
sociation, enabling them to boast in 
their promotional literature that they 
are accredited.” 

This is true for some of these associa- 
tions, but very misleading for those 
which were formed to set and require 


| higher standards than those of the re- 


tic treatment of Cambodia 1979-85, | 


the REVIEW excepted. 
Chiang Mai MICHAEL VICKERY 


There is one point in 
David Jenkin's gener- 
ally excellent review 
of William Shawcross' 
book, The Quality of 
Mercy [17 Jan.], which 
deserves further com- 
ment. 

Shawcross quotes 
the statement of 
Oxfam's Malcolm Har- 
per, who toured Cam- 
bodia in November 
1979: "We were look- 
ing everywhere for the 
famine, and yet we 
found no trace of it. 
People were poor, they 
were malnourished, 
they were badly cloth- 
ed, but they were not dying of hunger.” 

This certainly  disproves  sen- 
sationalist claims that Khmers were 
dying like flies at this time (Shawcross 
himself was then gloomily warning of 
"the end of Cambodia" as a result of 
"subtle genocide" by the Vietnamese). 
But it does not show that there was no 
emergency. At that time people were 
gathering what there was of a harvest, 
soit is hardly surprising that they were 
not "dying of hunger." The real worry 
was what would happen later, when 
the meagre stocks ran out. 

This is the third time I have seen a re- 
viewer quote Harper's statement with- 
out mentioning this important sea- 
sonal factor. 
Hawthorn, Australia 


A better U 


You perform a real service to your 
readers through such articles as Be- 
ware the university trap [29 Nov. '84]. 
However, David Henley's view that 
"there is no substitute for accredita- 
tion by one of the six [regional] 
associations" (in the United States) is 


KELVIN ROWLEY 





gional associations. An example of 
such an association with standards 
higher than any of the six regional-as- 
sociation requirements would be the 
American Assembly of Collegiate 
Schools of Business (AACSB). There 
are more than 600 MBA programmes in 
the US but only 155 meet the AACSB 
minimum standards for their accredi- 
tation, Other fields such as engineering 
also have accrediting associations 
whose requirements exceed the re- 
gional standards. 

In sum, there is no substitute for a 
visit to an American Embassy or one of 
the many US country associations such 
as Malaysian-American Council on 
Educational Exchange for guidance in 
selecting a worthwhile educational in- 
stitution in the US. 


Kuala Lumpur JAMES A. LEE 


Evolution of revolution 


FOCUS on Merchant Banking [15 Nov. 
'84] was extremely interesting. The 
merchant-banking revolution in Lon- 
don has been examined in great depth 
— however, the revolution in other 
markets, India and Brazil, for exam- 
ple, also have to be noted. 

The needs of consumers obviously 
vary, and once these different needs 
have been analysed — and only then — 
new marketing strategies have been 
developed. This has formed the basis of 
the new marketing revolution. 

Prof. S. S. DHARMATTI 


Nagpur, Chief Training Adviser 
India International Labour Organisation 


I read your articles and the “experts” 
opinions in Where to Put Your Money 
in 1985 [10 Jan.]. These only confirm 
my views as a small investor that no- 
body takes as much interest in vour 
money as yourself and that the range in 
performance of unit trusts makes them 
just as much a gamble as investing in 
shares directly. 

The performance of many unit trusts 
has been notably unimpressive over 
the years, given the risk that your cap- 
ital can decrease and despite the high 
power (and selective) advertising about 
performance results, professional man- 
agement, and so on. Not only can, 
and in fact do, they lose money for you, 
they charge an initial fee of 5-7.5% 
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PHILIPPINES 


we are looking fora 


GENERAL MANAGER 


The successful candidate s malt task will be to maintain and strengthen the current operations in the manu- 
facturing and marketing of food and non-food consumer and industrial goods, the marketing of machinery 





_ will be reporting to him. 


background | in management, preferably in marketing and some experience in finance, ideally with several 
years’ experience at a senior executive level in an Asian market. He must be able to work independently 
and be prepared to participate actively in the daily operational work, i.e. a "hands-on" Manager. If success- 
ful, the candidate will be given the opportunity to take over the position of General Manager within. a few 
. years. 


A generous compensation package with the usual expatriate benefits will be negotiated on the basis of ex- 
perience and proven ability. 


pplicants are invited to submit written offers, giving details of experience and quaificatiótis with Cur- 
vitae, oe ae and a recent pacar to the address shown below. Full ‘confiden- 
ured, 








Reference Ne 250 


























Nachfolgerin Ursula Hodel 
Alfred-Escher-Strasse 26, 8002 Zürich 


INTERNATIONAL CENTRE FOR DIARRHOEAL DISEASE 
_ RESEARCH, BANGLADESH 


VACANCIES 


“ICDDR,Bis a non-profit international institution situated in Dhaka, Bangladesh, fo 
_ training in diarrhoeal disease and related subjects of nutrition and fertility to develop. pre ved 
-health programmes for control of diarrhoeal disease i in developing countries, andi in this 1 ro isi 

- valved in major demographic Surveys. s 


CHIEF PERSONNEL OFFICER — P3 CC 
Duties/Functions: The Chief Personnel Officer will be responsible to the Head of Administra- 
/ tion, for all Personnel Administration activities including planning, managing and gu 

px development, formulation and implementation of policies, plans and procedures. urrently, 
ICDDR,B has approximately 1600 local employees and 50 internationally recruited staff. 
Qualifications/Experience: University graduate, with training in business administration or 
.. psychology background empranang parsonni management preferably witha advance Camasi in 
^ these disciplines. - : 

: Minimum of seven (7) to ten (10) years of programme management experien 
. personnel administration. os 
Experience with a UN personnel administrative system, as well as experience i in ra dev oping 
country is desirable. 
Excellent command of spoken and wiih English is pascal Written and spoken kno k 
Bengali would be: an added g ena n 






















ininternationa 














reach the Chief Personnel Officer, ICDDR, B, GPO Box 128, Dhaka: 
than February 20, 1985. | 
All positions carry a WHO (UN) based salary ind benefit structure, depending. on n qualifications, 
Stperencea and nur ber of dependent: : 






; caedem not later 


gà : 
| ding. | "The I IR is a peer of National 
| Chengchi University, which, like most 
universities in Taiwan, is government- 
| supported, similar to the state univer- 
: [| sity system in the United States. Thus 
the IIR's funding comes from the gov- 
ernment, but it. is academically inde- 





. and equipment as well as'to seek out new opportunities. A motivated and Modo team of Ives R 


The candidate should have a proven record of success, be around 40-48 years of age, T a solid 





Applications: and.a detailed cv, together with names and addresses, obi three. referees, “should eC 
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|| ment and the well-being 





Seas assignments,’ 


Taipei 


| Fighting a mammoth 


anger [20 Dec. '84] - 
issue that for . 
atk fected many, 
mplacent Malaysians. It. 


'scigusness"- of findit 


Godi is not 


| Rid in ri d as 


EAS sa E ies 

in-espionage activities of any kind. © 
Thirdly, the IIR. directorship i is not a 
“springboard” for "important over- 


former IIR directórs, only one, Tsai, 
went on to an overseas assignment. . 


never engaged in and does not engage 





’ Out of the- six - 


Fourthly, Coia'slack of accurate in- 


formation on Taiwan is reflected in a | 
yt ndamental er- | 


number of other, v 
rors. For exampl 
seen any copy o 
Daily News or the 
know that they are 
guage newspapers, 











Times would 
Chinese-lan- 
English. Also, 





ee 


hie: United | 


wen RAT c e ne cem atate mt en 


the official ruling: party: newspaper is | 
the Central Daily News, not the United | 


Daily News. 


Finally, Coia's statement that TAR 
Taiwanese businessmen. would be, 





dion pleased, 









r ondes on p^ 
this statement. ` f-MING SHAW : 
D Director 


"anstitute. of international Relations | 







Green light. for d: 
pa : onda | 





ifthe Repu lic of China - 
| ecord with | 
nottrue, and : 
ence he bases | 


‘A 
| 
f 
i 


was. prm excellently placed, coming: 
after the article on the Bhopal disaster. ` 






The cont roversial nuclear-waste site : 
posed for Papatrraised a "first con- - 
g that Malaysians © 


do want to have a‘say in how their 


‘country is being used; The problem 
transcends racial boundaries because - 


it concerns safeguarding the environ- 


of the people 
an Gover 






However, the. 


J oy MORAIS 





| The interview with. President Zia-ul 
Haq [20 Dec. '84] unfortunately does 
not bode well for Pakistan. The harsh 
military dictator says: "I have simply 
tried to safeguard the democratic pro- 


cess" and “I have hardly been a ruler .. 
remained humble. and. accommodat- - 


51 







ing. È 
He legitimati jes 3 
Supporter: ^. 


est." | 


government by - 
. He. 
: háve been hon- | 


ery of Pakistan, 
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Self-exiled South Korean opposition leader Kim 
Dae Jung vows he will return home despite 
threats of immediate arrest. And to protect him- 
self he may take a phalanx of American notables 
with him. But that ‘protection’ is likely to rebound 
on him in an ultra-nationalistic society where 
kowtowing to other nations is anathema. On the 
other hand, any attempt to arrest Kim may well re- 
bound on President Chun Doo Hwan in the shape 


. of official American displeasure. Seoul bureau 


chief Shim Jae Hoon and Washington bureau 
chief Nayan Chanda report. And in Springfield, 


Virginia, Kim talks to Washington correspondent Robert Manning. 


THIS WEEK 


7 February 1985 


Page 68 

Electronics gives a boost to the 
troubled Philippine economy — 
but it is unlikely to help much this 
year. 


Pages 69-77 
Japanese authorities watch and 
wait as the ‘grey’ car market grows 


| — but pounce immediately on pri- 
| vate petrol imports. 





1 
| 
i 
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Pages 36-41. 


Pages 10-12 

China redis. to administer a 

second military ‘lesson’ to Viet- 

nam while. details emerge of Viet- 

nam's strategy to defeat the Cam- 
bodian resistance forces. 


Page 13 | 
A hand of friendship from India's 
Prime Minister Rajiv Gandhi is 
brushed aside by an increasingly 
impatient Sri Lanka. 


Apit ^ 


Page 14 

The Aquino. assassination con- 
tinues to dominate the Philippine 
political scene. as preparations 
begin for the trial of the alleged 
conspirators. 


Regional Affairs 


Indochina: Hanoi's slow learners 
More than just bandits 

* Sri Lanka: A glimmer of hope 

Philippines: Tribulations of a 
trial 

Bangladesh: Dedision time in 
Dhaka 

Pakistan: Pandora's ballot box 

Hongkong: Riddle: with a catch 

Diplomacy: Anzus arm-twisting 
Revenge is sweet 

Cover story: A hushed 
BDNHECORNU LÁ —— -—— — 
Kim and the Korean kidnapping 


caper 
The other Kim stands waiting in 

the wings: idu —— 7r 
The US looks after Kim but for 

DU B o LÁ C Fe cee eee 
The local hero who can only deliver 

8 jo, LLL pir nice 
‘Strength will come only with real 

democracy 


Cover illustration by C. T. ace ER atomes roma s D heces 


Pages 21-22 

Bangladesh's opposition is still 
sharply divided over the presi- 
dent's latest election offer. Mean- 
while, Pakistani President Zia-ul 
Haq's election plan may rebound 
on him. 


Page 24 

When is a passport not a pass- | 
port? That's what Hongkong’s Bri- 
tish Dependent Territories Citi- 
zens want to know. 


Pages 43-62 

Indonesia battles to spread the 
benefits of development evenly 
throughout the regions, FOCUS re- 
ports. 





Arts & Society 


Folklore: Headhunting — and tales 
of Burma's wild people 
Nias day out for tourists 


Business Affairs 


Industry: Manila's chips are down — 
Trade: Miti.looks the other way 

_., and cracks the whip 

Closing Thailand's open door 
Finance: Squeezing through in Jakarta — 

EEC-Pakistan links but no 

DAMM a oorr 

Commodities: Japan's search for value — 

Sickly sweet future for sugar 
Economies: More of the same for 

Sed A ESS at) Dee ae 
Borrowings: Funding China's future — 
Construction: Sinking foundations 

for Seoul 


| Policies: Australia's nar drive 


ahead Sebo th ee re 939 
Widening the base _-__-__+--___._ 94 








Page 80 


As the world gold price drops, de- 


mand is booming in Japan — and 


| diamonds are sparkling too. 


Page 82 | 
The sweet smell of success goes 1 
sour for developing-country sugar | 
producers. 


Page 90 
South Korea's Economic Planning 

Board looks to more liberalisation 

and an improved current account 

in 1985. 


Page 93 

Australia's car-industry rationali- 
sation plan is greeted with distaste 
by unions and companies alike. 


Companies: The hand of fortune 
nope UUD LLL eerie 
Markets: New Zealand's futuristic 
MM emma: 


Focus 


Indonesia '85 


Regular Features 


Letters — 
Briefing 
Intelligence 

The Week |... 





| The 5th Column Hoi 
| Traveller's Tales 35 








c uL PTE SEA us 64 ,66.67 
Economic Monitor: Philippines |. .. 84 
SuMN aL ee 
Company Results 
Stockmarkets — 
Prices & Trends — 2 
Backpage Letter: Three Pagodas 
Pass — s 














-Henry Liu was Taipei 
agent, say letters . 


sa M: urdered Chinese-Ameri- | 


l g. intelligence: infor. |. 
mation on China to Taiwan. 
ecurity agencies. The. United. 
Daily News on, 25. January | 
published the last page of a 
‘handwritten letter said to be 
om Liu describi ng à trip to? 

















ming and a battle jetween. 





eports to intelligence organs. 


b dis ibid monthly | The | 


mentalists, opposition. parties 
nd local residents, and 
tudies by foreign experts, the 
Malaysian Government de- 
ided on 20 January to resite a 

adioactive.wa 


apan, the l ‘village in Perak 
tate where it was i od: to 
be located: . 








M. Cea. "gabe 
sidiary whose by-product, 
‘thorium hydroxide, started 
‘the controversy, will continue 
.to process tin tailings at its 
presens site near Papan. 
ir — SUHAINI AZNAM 


US-China defensive 
. arms deal near 
‘United States Assistant Sec- 

retary of State for the Navy 
Melvyn Paisley arrived in Pe- 
© king on 27 January for a 10- 
day visit which could result in 
a long-awaited US sale of de- 
fensive naval weapons to 
China. Paisley, who: is in 


ing and systems, will have dis- 
cussions. about “substantive” 
issues. .- 










cently said tha 
arms deal, whi 
vide. China. a 





‘ nti-sub- 


Government sources in Taipei E 


and. , Vi&inamesn 


| 
a 


- Additional - poe sup- 
osedly. includes other | letters, | 


in Taipei are also to be pub- , 


ste dump — to 


A "Seni? Chinese source re- 
at a delay in an | 
n could pro- | 














News. letter. The others coh- 


in San 


: Francisco and various visitors 








| 


- (REVIEW, 


from China, activities 


from Taiwan in the United 


States and summaries of what. 


_are said to be internal Chinese 
_Hocuments. - 

Meanwhile, official US 
"sources say the US Govern- 
“ment knew of the involvement 
l- of four Taiwan intelligence of- 
ficials in the murder of Liu on 
15 October 1984 from at least 
late October. 

But it is claimed the Féderal 


Bureau of Investigation sought 
-to keep the affair under wraps 


until after the November pres- 
idential election. US awareness 


| of Taipei's involvement, a US 
K 1 official told the REVIEW, is one 
"cun letters sadi bo b Liu’ S: 


of thereasons the extraordinary 
revelations in Taipei of events 
surrounding the Liu murder 
31 Jan.) eventually 


surfaced. — CORRESPONDENTS 





marine and air-defence equip- 


ment, was caused by the US 
side. “China can pay for what 
it wants," the source added. 


-US officials in Washington 

























Mochtar Kusumaatmadja has 


charge of research, engineer- 


counterpart to seek ways ‘of 
normalising trade between the 
two countries. Kadin also 


. visit was strictly sym 





say the "historic deal" is now 
close.. 
Paisley’ s visit follows that 


of Gen. John Vessey, chairman | 
a.| of the US Joint Chiefs of Staff. 


According to both sides, this | 
rand 
did not include any discussion 
ora arms supplies. — MARY LEE 


hinn invited to attend 
Banaue celebration 


Indonesian Foreign Minister 





confirmed that China will be 
invited to the 30-year com- 
memoration of the Ban- 
dung Asia-Africa Conference, 
which will be held in April. 
Diplomatic relations between 


munist coup 
supported by China. 
Meanwhile, 


donesian Chamber of Com- 
merce, Kadin, and its Chinese 





plans to attend the n nton | 
Trade Fairin iR MEE 


ihe same as the United Daily 





md tain reports on the staff of the 
| Chinese Consulate 


the two countries have re- 
_mained frozen since 1966, a 
year after the abortive com- 
in Indonesia, 
which Jakarta claims was. 


preparatory, 


| discussions are going.on in. 
Singapore between the In- | 


has. 








of! 
"Taiwan Independence Move- | 
: ment supporters and visitors 


| double-digit 
the 11.195.recorded for 1976, 





Japan's industrial 
output booms 

Japan’s indestrial output rose 
11.2% in 1984, the highest rate 
of growth since the record 
17.5% for 1973 and the first 
increase since 


the Ministry of International 


| 
| 
| 
| 
; 
la 
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its aircraft. 


in receivershi 
The. Central Bank of the 
| Philippines has placed major 


Trade and Industry announc- 
ed. In 1983 output grew by 
only 3.6%, 

Booming exports to the 
United: States was the main 
factor driving up the 1984 out- 
put. Electric machinery for 
export rose.29.476; precision 
machinery, 15.9%; general 
machinery, 13.1%, and both 
transport machinery and 
steel, 10.3%. Industrial ship- 
ments jumped 8.7% in 
1984, compared with a rise of 

5% me JURE before. 

— BRUCE ROSCOE 


Görü plans discounts, 
improved efficiency 

R. A. J. -Lumenta, head of 
Garuda Indonesian Airways, 
is Wasting little time in ad- 
dressing the state airline's 





problems. On 25 January, just - 
 twó months after taking over 


Garuda's helm (REVIEW, 6 Dec. 
:84),, Lumenta said Garuda 
would lease out five wide- 
bodied aircraft to get more use 


out of thern; offer special dis- | 
count. fares, 
and package tours to boost its 


flight coupons 


load factor, as well as encour- 
ow throughout 
the country, and raise staff 
wages by an effective 60-70% 
to boost employee morale. 
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| say their 


South 














pir y 
either: "maintain or withdraw 
their aécounts once the PNB 
sorts: out: ane savings. bank's 
records. 

Banco,.; Hi "Filipino | stock- 
holders, meanwhile, said they 
would. sue, the central bank 
over the move: Banco Filipino 
was forced ho close its doors 
folowing a run. on its 
branches ‘in. she middle of last 
year (REVIEW; 2 Aug..'84) and 
has never, recovered - finan- 
cially,; despite a. subsequent 


=. bail-out, on. Marcos’ orders, 
which enabled it to re-open. 


Most of its resources were in- 
vested in (Preperty projects. . 
— JOSE GALANG 


Hyundai to sell anew 
small car in US market 
Buoyed by the success of sale: 
of its Pony: model in Canada 

‘Korea’s p 
Motor; Co... : 










market ater this year. The 
1986 model čar will be on sale 
within the! next six to eigh 
months atid will sell for abou 
US$5;000;: Hyundai. official: 
hitia plans are: tc 
build 100,000; cars a year. for 
sale in the US... 

The H undai Pony has | cap: 








Ed 





rt Märkèt in “the twe 
years since it was introduced 
Unlike Japanese car firms 






car- -import quotas i in the US. 
ee ROBERT MANNINC 


'«Garuda-plans to lease two) * a 


DC10s, one:Boeing 747 and 
two: Airbus Industrie A300s, 


on condition that the aircraft 
are returned to Garuda during 


‘to about 11 hours a day for 
— MANGGI HABIR 


Big Philippine bank 
ip 


savings bank Banco Filipino 
under receivership. The move 


was announced on 25 January 
by President Ferdinand Mar- 
cos, who said that the Monet- | mine. ^ 
ary Board had found the bank | | -Meanw 
"has' become insolvent and | ho i 
that its continuance in busi- hav 

“ness would involve probable | re 

.. depositors and cred- a 


loss to. 
dors. 


the Haj pilgrima ge period. The 
intention is to raise Garuda's 
‘aver age of five flying hours a 


The state-owned d Philippine : 


| smelter “at 
the company i 


















kel mim TÉ ze Gal le Nickel 





^? Noumea, ‘but 
is confident ‘its 
metal-production plan for 40- 
45,000 tonnes nickel conten! 
can be. maintained this year 
up from an estimated 33 BUM 
tonnes in 1984. 

French. police RE si» 
members.::af the Kanak 
Socialist, National Liberatior 
Front on 28 January in con- 
nection with the destructior 
of machinery’ at he Koudou: 











7 Dunn g the potent oe: lation of 


.. violence in northern Sri Lanka, 


- 20,000 Indian Tar 
* to ethnic Sri Lan 
- reliably learned't 


. camps, where thé 
` living in “hard 


The camps are 
| one on thes 


s political figure" F} 


: central tea- kei. a areas | 







< among an estim: 






as opposed 












rounded up and pli 


we 









arch. "The se sources: say the 
"hinese are also anxious to open 





^8 trade officein Chiang Mai, a 


“thriving toutist'éentre and 


_Thailand’s secorid largest city. - 





t Hose interes paver northern 





The gove | jt ormally charged seven 


men with hijdéking’4 domestic airliner to 


‘Dubai last August. Authorities launched a 
. nationwide hunt for missing spy suspects 
424 Jan.) Sikh.terrorists shot one man 
. dead and wounded nine others in Punjab, 
„Ahe United News. of India said (26 Jan.). 
Security forces, arrested more than 30 

armed Sikh ex tremists in Jammu. and 


Kashmir, the Press Trust of India said (27 


Jan.). Twelve spy suspects were remanded 
in custody in New Delhi (29 Jan.). 


f exes EF 
= iE s Po 
INDONESIA E : H^ ` A s : 


Authorities arfested five siscects in 
connection with the récent bombing of the 


; ancient temple of Borobodur, sources said 
ET, HE us 











. Pyongyang accused Seoul of shooting at 


. two of its fishing boats and said the inci- 
“dent put a new,,obstacle in the path of 
‘North-South dialogue (23 Jan.) 


| The 
North accused. the South of sending two 
ighter aircraft: ¿Over its side of the de- 

lit ised zone, it was CDM s Jan.). 


Tamils, are | 








Issues Committee (CIC) will 



























| 
| 
S 
| 


fea to as. 


| I Rajiv Gandhi wants 
“a return to normalcy in Indo- 


is chaitman, of the CIC — 


s 
ate 





uy cours SEPAN anon. loosely 
Pak Mai, which is 





| involved in active but low-key 
| mobilisation work in the 
northern and northeastern 
regions. | 





There are signs that New Delhi's 
relations with London — upset 
by Sikh seeessionist activities in 
Britain before and after the 


assassination of Indira Gandhi in - 


October 1984 — are improving. 
Following the freezing of 
government-level trade and 
defence negotiations and the 
postponement of visits by 
Britain's Defence Minister 
Michael Heseltine and Industry 
Minister Norman Lamont, it has. 
been disclosed that Sir James 


E head of defence sales at the 





n. ry of Defence, is to 
dia. Itis known Prime 


British relations, and this could 
be the first step in that direction. 


NEGATING NEGARA 


Malaysia's powerful Capital 


shortly move from Bank Negara, 
the central bank, to the Treasury. 





Fourteen Kanak militants were de- 
tained in ‘connection with an attack on 
white construction workers in New 





' Caledonia (26 Jan). 
| PHILIPPINES P 





Armed forces. chief of staff Gen. Fabian 
Ver Was, charged by a government pro- 
secutor with being an accessory in the 
murders of former senator Benigno 





Aquino and Rolando Galman, the man the | 


Jan.). 
principals T 


iccused ‘of Aquino's murder (23 






soldiers free on bail but raised no objec- 
tion to them being in military, rather than 
civilian custody 99 Jan. E 


SOUTH KOREA 


President. ‘Chun Doo Hwan formally 


opened campaigning by political parties 
for national assembly elections (23 Jan.).. 
State prosecutors said pobudu p banned . 
ks Chun could not: stand bd Jan. n. 


he 17 soldiers named as | 
quino's murder filed a pet- 
ition for bail, the Philippine News Agency 
said (26 Jan.). Government prosecutors 
objected to létting accused officers and 
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murder of author Henry Liu in California. . 


| support of marines battling Vietnamese 
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Yaw Hong. The move has 
considera ercussions for 


governmet ey: the CIC must 
approve a tions for listing _ 
on the Kua mpur Stock $ 


Exchange as well as agree to 
corporate re tructuring and 
share-expansion schemes. | l 
Established in 1968, the CIC has: 
operated very much within: 
Negara, generally followi 


policy that has disappointe« a 
some local entrepreneurs. 


THE HIDDEN LINK 
Despite continuing pre 
Pyongyang: | eou S 

trade y shina is 
















Chins last y year ¢ Sor 
of BE co 


while its experts oct hi $ 

Hongkong — were mainly 
electronics, including black- and- 
white TV sets. Seoul also expects | 
to diversify some of its exports to | 
China to include construction í 
materials. 













SRI LANKA 

Sri Lankan police identified a Tamil ar- 
rested in Brussels as the leader of a milit- 
ant separatist group and officials said the |^ 
government would ask for his extradition 
(27 Jan.). 


TAIWAN 
American investigators questioned à | 
Taiwanese gangster charged with the 


(23 Jan.). 


United Nations Secretary-General 
Javier Perez de Cuellar held talks with 
Foreign Minister 'Siddhi Savetsila (26 
Jan.) Thailand launched air strikes in 


troops who intruded into Thai territory 
along the Cambodian border, a military 
spokesman said (29 Jan. ). 


United Nations Secretar 3- 
Javier Perez de Cuellar held tal 
Foreign Minister Nguyen < Co T 
Hanoi (28 Jan.) 
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China declares Vietnam may need another lesson on Cambodia 


Hanoi's slow learners 


By Richard Nations in Hongkong 


hinese Foreign Minister Wu Xue- 

qian's visits to Thailand and 

Singapore in late January set the 
political stage for a punitive military 
strike by China on Vietnam. Although 
Western military analysts see few signs 
that China has deployed the forces 
necessary to back up the threat, Pe- 
king's credibility as a power in the 
Cambodia equation is now being 
tested, as Vietnam's dry-season offen- 
sive against the Khmer resistance con- 
tinues with impunity. 

On 29 January, Wu told a press con- 
ference at the end of a five-day official 
visit to Singapore that China would 
“teach Vietnam a second lesson” if 
Hanoi “continues to make provoca- 
tions and if it does not accept the lesson 
which we taught the first time” (in 
early 1979, when China attacked Viet- 
nam in response to Hanoi's 1978 inva- 
sion of Cambodia). While China has 
consistently "reserved the right" — as 
Wu phrased it — to attack Vietnam, the 
statement struck observers as particu- 
larly open-ended and no doubt was in- 
tended to elevate the standing threat 
against Vietnam to a clear and present 
danger. 

Wu conveyed the same message dur- 
ing a brief stopover in Bangkok six 
days earlier, when he reportedly reas- 
sured a Thai leadership — said by dip- 
lomats to be concerned by Peking's si- 
lence and inaction during the most 
critical phase of the current fighting in 
Cambodia — that China would not 
stand idly by if Vietnamese forces in- 
truded into Thai territory during the 
offensive expected to be launched soon 
against Khmer Rouge strongholds 
along the Thai-Cambodian border. 

To underline Peking's seriousness, 
Chinese diplomats let it be known in 
Bangkok that the People's Liberation 
Army has at least 30 divisions avail- 
able for use against Vietnam, including 
several which have been moved into 
forward positions along the frontier. 

Moreover, on 26 January in Singa- 
pore the Chinese foreign minister de- 
clared that Peking would increase its 
aid to Son Sann's Khmer People's Na- 
tional Liberation Front (KPNLF) — 
one of two non-communist factions of 
the anti-Vietnamese Democratic Kam- 
puchea coalition — which so far has 
borne the brunt of the Vietnamese of- 
fensive. To back his words, a large 
military delegation was already in 
Bangkok, reportedly to arrange an up- 
grading of Chinese military supplies to 


10 


Son Sann's badly battered and de- 
moralised forces. 

Peking has been laying the 
groundwork to justify retaliation 
against Vietnam since 10 January 
when a Chinese Foreign Ministry 
spokesman in Peking first warned 
Hanoi that it would “eat the bitter 
fruits” of its aggressive actions in 
Cambodia — a statement read by dip- 
lomats as putting Vietnam on notice. 
One week later Peking took a further 
step to set the stage for “counter-at- 
tacking” against Viet- 
namese “provocations” 
by accusing Hanoi of 
launching artillery at- 
tacks and cross-border 
operations in China's 
southern Yunnan pro- 
vince. 

Hanoi has done its 
part to lend credence to 
the Chinese threat, 
claiming that the PLA 
has massed an invasion 


force equal to the 
500,000 troops which 
undertook China's 


month-long first lesson 
in February 1979. On 27 
January, Vietnam's offi- 
cial army newspaper, 
Quan Doi Nhan Dan 
claimed China had de- 
ployed 30 divisions for- 
ward on the border. 

The article said China has also de- 
spatched an additional 400 warplanes 
to the region, bringing total air strength 
ready to attack Vietnam to 1,000. 
Naval vessels, the article claimed, had 
penetrated deep into Vietnamese ter- 
ritorial waters. Charging China with 
"new and ever more brutal crimes," 
the newspaper said Vietnam had re- 
pulsed regimental-sized PLA attacks 
aimed at seizing territory at several 


points along the border. 

FE find little to substantiate the 
ominous picture of mounting 

confrontation both Peking and Hanoi 

have been at pains to paint so graphi- 


owever, Western military analysts 





cally. In 1979 the PLA moved forces to | 


the border from as far north as Wuhan. 
But intelligence sources disclose no 
large-scale troop movements from out- 
side the two military districts border- 
ing Vietnam — Kunming and Canton 
— south towards the frontier. 
Moreover, of the 20 divisions as- 


signed to Kunming and Canton mili- 
tary districts, only 15 are deployed 
along the border. The same sources 
discount reports of large-scale in- 
creases in forward-deployed aircraft 
and say they have detected no unusual 
naval movements; 

Analysts have noted the deployment 
of combat elements of two divisions 
normally stationed north of the Kun- 
ming military region south to Malipo, 
near the Vietnamese border town of Ha 
Giang — one of the areas which Hanoi 





claims to be the target of Chinese at- 
tacks. But otherwise "the balance on 
the border remains essentially what it 
was six months ago," a source said. 
The same analysts caution that the 
picture can change quickly since the 
PLA is now at a far higher level of 


readiness along the border, having 
built up infrastructure which was 
lacking in 1979. But at the moment, the 
PLA is positioned to "launch an action 
which is larger than the day-to-day 
scramble to take a hill but well short of 
the multi-corps operation in 1979," the 
source commented. 

Diplomatic observers, therefore, be- 
lieve the propaganda volleys fired 
across the Sino-Vietnamese border 
echo a struggle being waged less on the 
battlefields than in the meeting-rooms 
and banquet halls where China and the 
Soviet Union have recently set in mo- 
tion a broad programme to normalise 
their diplomatic relations. Although 
Vietnam's offensive in Cambodia 
began in early November, it was not 
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until 10  Janu that 
threatened retaliatión. 

But this was already three days after 
the Vietnamese. ies all but de- 
stroyed the KP s main base at 
Ampil, ending a menth-long assault 
concentrating on the non-communist 
factions. of the Democratic Kam- 
puchea coalition, while the Khmer 
Rouge, the coalition's communist fac- 
tion, and China apparently remained 
passive. The timing of Peking's threat 
therefore cost the Chinese politically 
since it seemed ‘to confirm Hanoi's 
claim that China is concerned only 
with the fate of the Khmer Rouge. 

However, some analysts believe that 
Peking remained silent on the Cam- 
bodia question to avoid spoiling the at- 
mosphere of the ‘unusually warm 
eight-day visit to Peking by Ivan Ar- 
khipov, first deputy premier of Viet- 


Peking 
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Perez de Cuellar and Thach: success is unlikely. 





nam's superpower patron, the Soviet 
Union, who left the Chinese capital 
only on 29 December. 

Neither Peking nor Moscow appa- 
rently gave any ground on the Cam- 
bodia issue during Arkhipov's visit. 
Nonetheless, “by responding to Mos- 
cow's overtures and giving [the 
Soviets] a concrete stake in improving 
relations with Peking,” a diplomat 
commented, the Chinese “have gained 
a lot of room to manoeuvre on Viet- 
nam.” 

Moreover, the visit to Peking by the 
chairman of the United States Joint 
Chiefs of Staff, Gen. John Vessey, com- 
pletes the picture of China having at 
last positioned itself at the top the 
“strategic triangle,” improving rela- 
tions for the first time with both super- 
powers simultaneously. “This sets the 
long-term power trends in the direc- 
tion of Vietnam's isolation," a dip- 
lomat said, *unless Hanoi does some- 
thing to break out of the diplomatic en- 
circlement. " 
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Analysts discern signs that Hanoi in- 
deed is worried. On 2 January, Viet- 
nam proposed a six-week truce along 
the border beginning on 16 January to 
celebrate the Lunar New Year, a move 
which analysts here took as an effort to 
appear as the aggrieved party in the 
event of a major Chinese military cam- 


paign. 


o emphasise the strategic im- 
plications of the Vessey visit, a 


Vietnamese Foreign Ministry 
spokesman accused China on 19 
January of launching “new acts of 
war" one day before Hanoi's unilateral 
ceasefire "to coincide with [Vessey's] 
arrival in Peking." Observers also be- 
lieve that Hanoi's latest overtures to 
Washington are designed at least in 
part to transform the diplomatic cli- 
mate in Indochina and thereby restrain 
China (REVIEW, 31 Jan.). 

Although Peking 
seems to have the upper 
hand at the moment, 
some observers believe 
overblown threats of a 
"second lesson" could 
present a greater di- 
lemma for China than 
Vietnam since it puts 
pressure on Peking to 
follow through on its 
words. "Having pub- 
licly set the political 
stage to punish Hanoi, 
China has to put on a 
credible performance," 
an observer commented. 
Peking's delay in reaf- 
firming its "right" to re- 
taliate against Vietnam 
has already exacerbated 
divisions within the 
anti-Vietnamese coali- 
tion as well as raising doubts in 
Bangkok over China's resolve and 
capabilities. 

China's first warning shot — the 10 
January statement — failed to emphasise 
Vietnamese violation of Thai territory, 
a faux pas which caused some dip- 
lomats in Peking to question whether 
China had weakened its opposition to 
Hanoi as the price of rapprochement 
with Moscow. On 11 January, Wu took 
pains to reassure Thai Ambassador 
to Peking Orachun Tanaphong of 
China's *concern" that the Vietnamese 
"had intruded into Thailand at their 
will." 

However, by failing to come to the 
KPNLF's aid when the chips were 
down, China may have inadvertently 
played directly into Hanoi's hands. By 
concentrating its fire on the KPNLF — 
a far more serious’military force than 
the coalition faction led by Prince 
Norodom Sihanouk — Hanoi hopes to 
destroy the non-communists as a cred- 
ible armed force. 








This would expose the Khmer Rouge 
as the military reality behind the coal- 
ition government, reinforcing Hanoi's 
claim that political support for Demo- 
cratic Kampuchea in practice means 
nothing more’ than returning the 
Khmer Rouge to power — a goal 
Asean and its Western backers dis- 
avow. 

At the same time Vietnam has of- 
fered the Sihanoukists and the KPNLF 
a role in the Cambodia settlement if the 
Khmer Rouge are eliminated, an in- 
ducement reaffirmed during the recent 
Indochinese foreign ministers’ meeting 
in Hanoi on 18 January. To deflect 
Hanoi's efforts to split the coalition 
politically, China urges the three fac- 
tions to hang together at all costs. Pe- 
king’s arguments for unity are now 
likely to.be less convincing. 

Moreover, the non-communist fac- 
tion's distrust of the Khmer Rouge is 
only likely to be reinforced with the 
timing of China's threat, which came 
too late to be a credible response to the 
KPNLF's crisis, but early enough pos- 
sibly to. deter a fatal assault on the 
Khmer Rouge. 


believe that China must take 

some strong action against Hanoi 
to prevent the coalition from weaken- 
ing even further. The aid Wu promised 
the KPNLF is a step in that direction, 
but observers doubt it will go far 
enough. Without some dramatic action 
to preserve the unity of the coalition, 
one diplomat commented: "China will 
simply confirm Hanoi's charge that 
[Peking] backs the non-communists 
simply as a ploy to get Pol Pot votes in 
the United Nations, but does not want 
a rival force. " 

If no “second lesson" materialises in 
the coming months, some diplomats 
believe, China will lose face in Asean 
and elsewhere, as well as hand the po- 
litical initiative in Cambodia to Hanoi. 
"The Chinese put great store by consis- 
tency," commented one diplomat who 
believes it is therefore only a matter of 
time before China attacks Vietnam. If 
this reasoning is correct UN Secretary- 
General Javiér Perez de Cuellar, who 
arrived in Hanoi on 28 January, is un- 
likely to meet with much success on his 
visits to regional capitals in search of a 
breakthrough on Cambodia 

Wu may have shored up the coali- 
tion's sagging morale inthe short term, 
but only at a cost of laying China's own 
prestige on the line. The "second les- 
son" could have as much effect on the 
Cambodia equation, even if it does not 
develop, since prestige among states 
depends upon the general perception 
of holding unlimited power in reserve. 
The new factor in Cambodia could bea 
general recognition of the limits of 
Chinese power. Oo 
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The commander of Vietnam's forces in Cambodia outlines 
a new strategy to conquer the growing resistance threat 


By John McBeth in Bangkok 


wi non-communist Cambodian 
resistance forces recovering from 
a series of recent battlefield defeats 
along the Thai-Cambodian border and 
Vietnamese troops now poised for a 
major assault on the communist 
Khmer Rouge base at Phnom Malai, 
the commander of Hanoi's occupation 
forces has given a striking insight into 
a new Vietnamese strategy being de- 
veloped along the border. Tt is a plan 
which Indochina watchers feel ex- 
plains much about the aims of the cur- 
rent offensive, which is likely to lead to 
a more forward defensive posture on 
the embattled frontier. 

In an article in the Vietnamese army 
newspaper Quan Doi Nhan Dan, senior 
general and Vice-Minister of Defence 
Le Duc Anh concedes for the first time 
that the resistance forces, which Hanoi 
has previously referred to contemptu- 
ously as “bandits,” are the target of a 
“fierce revolutionary struggle” being 
waged on two distinct fronts — the 
border and inland. “Following their 
ignominious defeat,” he said, “they 
[the resistance forces of the anti-Viet- 
namese Democratic Kampuchea coali- 
tion] have taken advantage of Thai 
soil, set up logistics bases, opened 
points of entry at the border and 
created infiltration corridors to pour 
forces and weapons inland for guerilla 
and sabotage activities, seizing land, 
controlling the population [and] build- 
ing counter-revolutionary forces.” 

Employing unusually clear lan- 
guage, Anh places much emphasis on 
the need to strengthen the inland front 
and calls it “the final resting place for 
deciding the success of the Cambodian 
revolution,” possibly the strongest re- 
flection yet of Vietnamese concern at 
the extent of resistance penetration 
into the hinterland. The Vietnamese- 
backed Phnom Penh government only 
recently reported what appears to have 
been a major battle as far away from 
the Thai-Cambodian border area as 
Kampot province, on the southeast 
coast bordering Vietnam itself, in 
which 90 Khmer Rouge guerillas were 
claimed to have been wounded. As one 
analyst put it: “What Anh seems to be 
saying to the Vietnamese army is 
‘Look, you've kind of failed. Your duty 
is not just to fight, but to build up the 
Heng Samrin regime's army and civi- 
lian infrastructure". " 

The | Vietnamese commander's 
lengthy article appeared a week before 
the capture of the Ampil headquarters 
of the Khmer People's National Liber- 
ation Front (KPNLF), one of the non- 
communist factions of the Democratic 
Kampuchea coalition, and prefaces 
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what most analysts are convinced is a 
looming multi-divisional assault on 
Khmer Rouge concentrations around 
Phnom Malai and on the northern 
fringes of the Cardamom mountains. 

Given the extent of Hanoi's current 
offensive, the number of troops in- 
volved and the heavy expenditure of 
ammunition, it seems clear that the 
Soviet Union has made a deeper mili- 
tary commitment to Vietnam — even if 
some experts maintain that much of it 
is either old or second-hand equip- 
ment. Shipments have arrived at both 
Vietnam's Ho Chi Minh City and Cam- 
bodia's deepwater port of Kompong 
Som at regular intervals during the 
1984 wet season. In December alone, 
three Soviet freighters are said to have 
unloaded war material at Kompong 
Som. Almost all supplies destined for 
western Cambodia are now reported to 
be moved by barge up the Tonle Sap. 

Intelligence sources say three and 
possibly four divisions are likely to 
take part in the Phnom Malai opera- 
tion. 

In the army newspaper article, Anh 
laid down a strategy of "razing" resist- 
ance bases, building and consolidating 
defence lines and establishing “mas- 
tery at the border area." As he explains 
it: "The border front and the inland 
front are closely related and provide 
effective support for each other . . . By 
stepping up the movement to fight the 
enemy and counter enemy proselytis- 
ing activities inland, we will firmly 
consolidate the people's offensive 
posture and their mastery, and drive 
the enemy into confusion and disinteg- 
ration." 


he general's reference at numerous 
points to mastering the border area 
dovetails with the current on-ground 
situation along the Thai-Cambodian 
border, where Vietnamese troóps con- 
tinue to occupy Ampil and also deny 
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| | Non Chart capa 
to the south. | pec ong Ch point to 
hard evidence thát' the Vietnamese 
have pressed thoti$hnds of Cambodian 
civilians into service to build feeder 
roads into the ber@er area and clear 
fields of fire pis doce 69, a vital 
logistics route ning north from 
Highway 5 — whith isalready studded 
with fortifications: 

Whether they will be so successful 
south of Highway'5 is questionable 
given the much more difficult terrain, 
the disparate nature of Khmer Rouge 
base areas and the relative sophistica- 
tion of a well-developed, Chinese-fed 
supply network which; by most ac- 
counts, stretches deep into the Cambo- 
dian interior. In much the same way as 
the Americans found it impossible to 
prevent communist infiltration, so too; 
it seems, do the Vietnamese. "It's a 
strategy, and I think it's permanent, 
but it is going to be very difficult [to 
implement], certainly against the 
Khmer Rouge," said one Western dip- 
lomat. 

It is also doübtivi whether the plan 
will work effectively against the 
18,000-strong KPNLF; which is widely 
expected to abandon fixed positions 
and turn to a more eldssic form of 
guerilla warfare —- perhaps operating 
for the most part out of the Dongrek 
mountain chain which marks the 
northern sweep'óf the Thai-Cambo- 
dian border. Shortly after the fall of 
Ampil, a delegation of about 20 officers 
from the Chinese Péóple's Liberation 
Army general staff'met in secret with 
KPNLF leaders tó' discuss arms ship- 
ments and also the'future shape of 
KPNLF operations, which the Viet- 
namese had already compromised to a 
significant extent by maintaining po- 
sitions closer to the’ KPNLF camps 
through the 1984 wet’ season than in 
previous years. 

A change in strategy, however, 
would not be without serious prob- 
lems. With the civilian populations of 
Ampil, Rithisen and' Nong Chan now 
likely to be settled inside Thailand, the 
guerillas will be divorced from their 
families — traditionally an important 
consideration in maintaining the 
morale of Cambodian fighting men — 
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jies more difficult to obtain 
leaders also. will have to worry 
about establishing; arms caches in 
Cambodia, though there are encourag- 
ing signs that Peking at least will 
maintain — and in,all likelihood in- 
crease — weapons shipments to the 
non-communist resistance. 

The post-Ampil Chinese delegation 
was led by a deputy-chief of staff and 
included specialists; in the supply, 
logistics and transportation fields. The 
size and stature of theteam took obser- 
vers by surprise and led to speculation 
over what further. assistance the 
KPNLF can now, expect, given the in- 
creased tempo ..;of Chinese arms 
supplies over thepast year. 

. Despite pressure; from the Asean 
countries and freedom from election 
constraints, the new administration of 
United States = President Ronald 
Reagan has shown noinclination to de- 
liver arms to the KPNLF or to Prince 
Norodom Sihanouk, leader of the 
Democratic Kampuchean coalition's 
other non-communist faction. But As- 
sistant Secretary of State for East 
Asian and Pacific Affairs Paul Wol- 
fowitz hinted,recently that Reagan 
may consider increasing humanitarian 
assistance, which also includes an un- 
specified amount;of direct financial 


support. 0 dta 


olfowitz told.a Bangkok press con- 

ference recently that though the 
resistance has,been hit harder this 
year, he did not believe it had changed 
the situation, to any appreciable de- 
gree. "I don't see anything that 
changes that picture,” 

Recent events; indicate he may be 
right. Both the, Khmer Rouge and the 
KPNLF are already carrying out har- 
assing raids against Vietnamese sup- 
ply lines north and south of Highway 5. 
Intelligence sources said the Vietnam- 
ese are also having problems keeping 
the civilian workforce together due to 
Khmer Rouge sniping and a con- 
sequently high: desertion rate. The 
workers are said.to be poorly equip- 
ped, and one report suggests that only 
one in five haye. been issued with 
shovels. JIEM 

Anh made it.clear in the newspaper 
article, however, that the Vietnamese 
are determined. to tighten control 
along the border te “destroy the enemy 
by the roots and Severe the contacts be- 
tween enemy elements in their strong- 
holds on Thai soil and at the border 
area, and those elements operating in- 
land.” 

The article describes Indochina as “a 
theatre of operations,” emphasising 
Hanoi's position that the defence of 
Vietnam, Laos and Cambodia is inter- 
related. "This is a strategic viewpoint, 
a major lesson,” said Anh, "and an 
issue of a binding nature concerning 
the survival an development of Viet- 
nam and fraternal Laos and Cam- 
bodia.” ü 
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A glimmer of 


New Delhi and Colombo take a cautious step towards easing 
tension over Tamil terrorists allegedly operating from India 






By Rodney Tasker in Colombo 


| ndia’s handing back to Sri Lanka ofa 
navy patrol boat and its seven-man 
crew on 28 January, following a simi- 
lar conciliatory move by Colombo in 
releasing 17 Indian fishermen, has 
eased tension during a dark period in 
relations between the two nations. 
The patrol boats were seized by the 
Indians on 11 January and the Indian 
fishermen were arrested in October 
1984, both in the narrow Palk Strait 
which separates India from Sri Lanka. 
With Colombo blockading its ter- 
ritorial waters in the hope of severing 
what it claims is the supply lifeline of | 
Tamil separatists waging a bloody 
guerilla war in northern Sri Lanka, the 
strait is as tense as the diplomatic re- 
lationship between the two nations. 
The fishermen-patrol craft swap 
came shortly after Indian Prime Minis- 
ter Rajiv Gandhi's clearest public call 


problems, In essence, the answer from 
Colombo- to- the suggestion of high- 
level talks was: “No, at least not now." 

Sri Lankan State Minister Anan- 
datissa de Alwis told newsmen the fol- 
lowing day that. neither Jayewardene 
nor any: other minister would go to 
New Delhi to discuss the country's 
ethnic problem. And two days later, 
Prime . Minister Ranasinghe Pre- 
madasa, who has a reputation as some- 
thing of a cold-warrior against Indian 
interference in recent times, told Sri 
Lanka’s parliament flatly that Colom- 
bo would not negotiate with New Delhi 
on the Tamil insurgency. 

One thing which clearly irks the Sri 
Lankan majority Sinhalese leadership 
is that no Indian official, including 
Gandhi, will.admit that leaders of the 
estimated. 2,000 Tamil guerillas are 
based — and are training — in the 
southern Indian state of Tamil Nadu. 

All New. Delhi will agree to is that 
there are Sri Lankan Tamil refugees 
living in Tamil Nadu — an estimated 
40,000 of whom have travelled there 
since Sinhalese-led riots in July 1983 
in which more than 400 Tamils died. 

In a broader sense, Sri Lanka's 
majority Sinhalese people, while ac- 
cepting that. geographic, historic and 
racial realities mean that India has a 
legitimate right to be concerned about 
what happens on their island, resent it 
when New Delhi tries to meddle too 
much in their internal affairs. This 
feeling is laced with a large dose of 
fear, given the fact that while there 
may be only 2.6 million Tamils in Sri 
Lanka, there. are 50 million more in 
Tamil Nadu. 

An illustration of this near-paranoia 
came on 28 January when the ruling 
United National Party's working com- 
mittee issued. a statement saying Sri 
Lanka "is now experiencing a de facto 
invasion by India using Tamil ter- 
orists and some members of the 
Tamil political parties as its de facto 
troops.” 

The committee, the party's highest 
policymaking body, said it had issued 
the statement following a report in the 
British Sunday newspaper The Ob- 
server alleging that the current. New 
Delhi spy scandal had revealed clas- 
sified documents which showed that 
the Indian secret service was carrying 
out covert activities among Sri 
Lanka's Tamils. 

Such sentiments, however exagger- 
ated, are also widespread in two more 
of India's neighbours — Bangladesh 
and Pakistan — neither of which have 
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yet for a meeting with Sri Lankan Pre- 
sident Junius Jayewardene in an at- 
tempt to help find a political solution 
to Sri Lanka's ethnic woes. Gandhi 
told India's Lok Sabha (lower house) 
that he was looking forward to high- 
level contact. with the Sri Lankan 
leadership. 

At the.same time, however, he ex- 
pressed dismay that Sri Lanka's all- 
party conférence, called by Jayewar- 
dene as a meeting of all interested par- 
ties to work for a solution to the Tamil 
problem, ended in December without 
finding a political solution. He also 
said he was unhappy about the way in 
which Sri Lanka had deployed its 
security forces — a reference to the Sri 
Lankan armed forces’ often brutal 
counter-terrorist campaign. 

Foreign observers in Colombo were 
somewhat taken aback by the govern- 
ment's response to-such an important 
initiative by India's young prime 
minister at a time when he is doubtless 
preoccupied by a: sensational spy 
scandal and .other. urgent domestic 
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ence with Paki gid with 
separatist tendencies in some of its 
own states have taught it that carving 
up a country into separatestates can be 
dangerous. 

Therefore New Delhi, despite its 
concern about Sri Lanka's Tamils, 
particularly the nearly, 1 million 
Tamils of recent Indian origin living 


here, is adamantly opposed to the goal 


of the Tamil militants and the major 
Tamil political party, the Tamil United 
Liberation Front (TULF), of forming a 
separate state. 

Yet the Indian leadership continues 
to make harshly critical statements 


about Colombo's handling of the Tamil 


problem in a way which gets the 
Sinhalese leadership's back up. 
Gandhi, in a statement on 13 De- 


» cember, dwelt on the violent situa- 


tion in northern Sri Lanka. “I am 
deeply concerned that the situation 
in Sri Lanka has rapidly deteriorated. 
There is a sharp escalation of violence 


in the northern and eastern provinces 
in which heavy losses of innocent lives 
has taken place . . ." 


he security situation in northern Sri 

Lanka is indeed grave. Reports of 
guerilla attacks, normally using land 
mines, on army patrols and the police 
and the far less-publicised brutal re- 
taliation by government troops, usu- 
ally comprising frightened and undis- 
ciplined soldiers, have become routine 
reading for Sri Lankans. 

What did jar them, however, was a 
particularly destructive attack by 
Tamil rebels on a train, just south of 
the Jaffna peninsula — the seat of the 
violent separatist campaign — on 19 
January. 

The guerillas laid a heavy charge of 
gelignite on the line, blowing 11 of the 
train's 13 carriages off the track and 
killing 44 people, including 27 soldiers. 
The attack effectively broke the last 
land link to the besieged peninsula be- 
cause vehicular traffic had come al- 
most to a standstill following the re- 
cent sabotaging of five main roads. 
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: y political solu tion to eit. bad 
ting ethnic crisis in Sri Lanka. 
Whethere or not New Delhi quietly con- 
dones the use of its territory by the 
Tamil guerilla groups, Sri Lankan 
Tamil extremists look to the Indian 
Government as a queen in the violent 
chess game with Colombo. 

One extremist TULF leader, S. C. 
Chandrahasan, was recently quoted in 
The Guardian newspaper of London as 
saying that hesaw a situation in which 
India would wait until law and order in 
Sri Lanka had deteriorated to such a 
degree that it would have to send in the 
army. 

That may be an impossible dream, 
but such thoughts are never far from 
the minds of most of the country’s 
Sinhalese, who look back in their his- 
tory books to the times when Tamil 
kings in southern India launched in- 
cursions into then Ceylon, forcing the 
Sinhalese southwards and establish- 
ing their own kingdoms in the north. 

Whether Jayewardene will agree toa 
summit with Gandhi in the near future 
is an open ques- 
tion. One senior 
Sri Lankan mi- 
nister told the 
REVIEW that 
Jayewardene 
wanted Gandhi 
to be. fully 
briefed on the 
situation in 
Tamil Nadu — 
including the 
Tamil guerilla 
training camps 
— before a sum- 
mit. 

One newspaper 
report in Colom- 
bo speculated 
that Sri Lanka's 
tough National Security Minister Lalith 
Athulathmudali, currently visiting the 
United States to talk to officials there 
about terrorism and effective ways of 
combating it, would visit New Delhi 
before returning to Colombo to try to 
give Gandhi just such a briefing. 

Another Sri Lankan official, Rural 
Industrial Development Minister S. 
Thondaman, who is also leader of the 
Ceylon Workers’ Congress:which re- 
presents Indian Tamils living in the 
country’s tea-plantation areas, said in 
an interview that when hë met Gandhi 
in early January, the Indian prime 
minister was anxious to meet Jayewar- 
dene and that he was “trying to give a 
fresh view to all this.” 

But when Thondaman relayed this to 
Jayewardene, the president said that 
he did not want such a meeting at this 
time. “It would be more helpful and 
easier if India is given a role to play [in 
the Tamil problem],” Thondaman said. 
That was an understatement of an 
issue with which even hardliners in Sri 
Lanka's Sinhalese leadership must 
come to terms. 5 u 
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Tribu! ations 
of a trial 


There remains many a slip 
'twixt charge £ d erdict 
in the Aquino murder case 
By Guy Sacerdoti in Manila 


he charges filed on 23 January by 
the special Philippine Government 

prosecutor against armed forces chief 
of staff Gen. Fabian Ver and 25 others 
relating to the 21 August 1983 murder 
of opposition leader Benigno Aquino 
and the killing of Rolando Galman, the 
man the military claimed was Aquino's 
lone assassin, are only the start of what 
looks like becoming a long-running 
legal saga. And the crime seems sure to 
dominate the political situation here 
for many more months to come. 

Several government ministers, as 
well as close military associates of Ver, 
say the formal charging of the coun- 
try’s top military officer — as an acces- 
sory to the murder by trying to cover it 
up — will make it exceedingly difficult 
for Ver (currently on leave) to resume 
his command even if aequitted. 

President Ferdinand: Marcos ac- 
cepted Ver's request for.a “leave of ab- 
sence" on 24 October 1984, the day the 
four-man majority.report of the Ag- 
rava board set up to stigate the 
slaying labelled Ver, who is one of 
Marcos’ closest political allies, as “in- 
dictable" for the double murder. 

These sources also say that Ver, who 
claims to have been personally hurt by 
the formal accusations, now maintains 
his primary goal is to clear his name 
of the alleged involvement rather than 
full reinstatement. They say that while 
he would like his old position back for 
"even a few weeks" as a face-saving 
device, he is ready to accept retirement 
whatever the outcome of the trial. 

Sources in the United States Gov- 
ernment, which has recently expressed 
increasing concern over the country's 
political instability, Marcos' unsure 
health and the growing communist in- 
surgency, have made it,clear that the 
US wants to see Vet's current leave 
made permanent (REVIEW, 31 Jan.). 

Among those indicted, several 
names continue to stand out. Maj.- 
Gen. Prospero Olivás; who is also on 
leave from his command of the Metro- 
Manila police force, was also charged 
as an accessory — which carries a 
maximum sentence of/20 years on each 
count — for his role in heading the 
military investigation of the airport 
shooting. His report concluded that 
Galman shot Aquino. v 

In his formal resolution, government 
prosecutor Bernado Fernandez sup- 
ported the conclusion of the Agrava 
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The Lockheed Hercules is one of the most 
remarkable and versatile aircraft in the history of 
aviation, produced in 45 different models for 
more than 50 nations. 

It's a photo-mapping plane, a tanker, à 
search-rescue plane, ski plane, maritime patrol 
plane, mercy-mission plane, commercial air- 
freighter, troop carrier, forest fire fighter, military 
cargo carrier, and more. 

While the world has been busy finding new 
uses for the Hercules, Lockheed has been finding 
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ways to improve it. 
Since it first flew, its range has been 
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increased 52%, its payload 22%, its engine power 


20%, its cruise speed 11% and its structural life 
increased significantly. 

The Lockheed Hercules. No telling what it 
will do next. 


Contact Director of International Marketing, 


Lockheed-Georgia Company. Zone |, Marietta, 
GA 30063, U.S.A. Telex: 542642, Lockheed 
Mara. 
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docking tube of the aircraft that 


- brought Aquino home. 


Also indicted was Brig.-Gen. Luther 
Custodio, who was commander of 
the Aviation Security Command 


- (Avsecom) which fielded 1,199 troops 
- to "protect" Aquino during his arrival. 


He led the list of principals, none of 
whom is entitled to bail and all of 


- whom face a possible death sentence, 


in an alleged conspiracy to kill Marcos' 
chief political rival. 


ir force Col Arturo Custodio (no re- 
lation to the Avsecom commander) 
was also accused as a principal for his al- 


— leged role in fetching Galman from his 


provincial home four days before the 
assassination. Col Custodio is one of 


- only two principals in the case not as- 
- sociated officially with Avsecom. 


The other, Col Vicente Tigas, is one 
of the more significant inclusions. The 
media officer of the Presidential Secu- 
rity Command (PSC) responsible for 
Marcos' personal security and that of 
the presidential palace, Tigas was 
charged with trying to “prevent poten- 
tial witnesses of the assassination" by 
limiting the number of journalists al- 
lowed near the arrival gate and pro- 
hibiting access to a view of the service 


"Stairs. 


Tigas presented the prosecutor dur- 
ing the investigation with affidavits 
from airport photographers counter- 
ing their own previous testimonies to 
the Agrava board. A number of the 
photographers say Tigas asked them to 
change their testimony, and the pro- 
secutor concluded that “relative credi- 
bility" should be given to the earlier 
testimony. 

The arraignment of the 17 alleged 
principals, one accomplice (a civilian 
who allegedly helped Col Custodio to 
pick up Galman) and the eight acces- 
sories to the military conspiracy was 
scheduled for 1 February. Manuel 
Pamaran, the presiding judge of the 
government's special anti-graft and 
corruption court, the Sandiganbayan 
(REVIEW, 25 Oct. '84), says the murder 
trial will proceed daily until the three- 
judge panel agrees on a verdict. 

But it could be some time before the 
case comes to trial. Conrado Molina, 
another justice of the Sandiganbayan, 
told the REVIEW that pre-trial hearings 
must be held first to enter into the re- 
cord all physical evidence, including 
photographs and documents, transfer- 
red from the Agrava board, which will 
be referred to once the actual trial be- 
gins. Molina, as a member of the San- 
diganbayan's First Division assigned 
to the case, was to be one of the three 
justices at the trial, but he requested on 
28 January that he be replaced because 
his niece is married to Brig.-Gen. Cus- 
todio's son. 

Before the trial begins, however, 
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during the initial moniter of the fe 
rava board and during the prosecutor' S 
investigation, the public is sceptical 
about the impartiality of the San- 
diganbayan, which only began operat- 
ing in 1979 as a Marcos-appointed 
court. And if the first hearings are any 
indication, Pamaran will have to fight 
hard to win judicial cre- 
dibility. 

Molina’s replacement, 
Bienvenido Vera Cruz, 
transferred from the 
Sandiganbayan’s Third 
Division, was appointed 
to the special anti-graft 
court by Marcos only on 
7 October 1984. This was 
in the same week that 
Marcos’ presidential ad- 
viser on legal affairs, 
Manuel Lazaro, was dis- 
cussing with cabinet and 
other officials his prefer- 
ence for trying the 
Aquino case in the San- 

uP! 


diganbayan (REVIEW, 25 Oct. '84). The 
third member of the tribunal hearing 
the case is Augusto Amores, also ap- 
pointed by Marcos on 7 October. 
Motions to transfer custody of the 
non-bailable principals in the case to 
their respective military officers, in- 
stead of putting them in jail, will be 
Pamaran's first judicial test. 


hortly after the charges were filed, 

air force commander: Maj.-Gen. 
Vicente Piccio and PSC commander 
Brig.-Gen. Santiago Barangan filed 
motions to have the accused transfer- 
red to their custody. Molina had earlier 
told the REVIEW that normally the San- 
diganbayan detains those under its 
jurisdiction in either the Manila City 
jail or the national penitentiary in 
nearby Muntilupa. 

Pamaran had said he would uphold 
that precedent, but within hours of his 
statement Brig.-Gen. Narcisco Cab- 
rerra, commander of Manila’s western 
police district, wrote to tell Pamaran 
that the city jail was far too over- 
crowded already, and that he was 


aware of plots among the prisoners 









Ver don Olives: Arturo Custodio; Tigas; Luther Custodio: long-running legal saga. 
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_ government’ s 
Bureau of Seon director Vicente 
Eduardo also wrote to Pamaran saying 
the Muntilupa jai used 7,000 pri- 
soners in a faci uilt for 4,000. 
Molina says the National Bureau of In- 
vestigation (NBI) can/also hold those 
up before the Sandiganbayan, or they 
may be held in a military stockade. 

! But NBI director Jolly 
|i Bugarin; said. on 28 
: January that no facilities 
= wereavailable at the NBI 
headquarters, despite 
the fact that one possible 
witness. to. the Aquino 
slaying,; Rebecca Qui- 
janoods.. under the 
NBI's; protective cus- 
tody, Bugarin did say, 
however, that he would 
help. arrange to place the 
accused i in military stoc- 
kades. « 
A Antan on the issue 
was expected during the 
arraignment. But the at- 
UPI 

























titude of Manuel Herrera, who is one of 
the government prosecutors in the 
case, is that as long. as those charged 
appear in court when needed, where 
they are kept is of little concern. That 
was the gist of his argument to Pama- 
ran during the first official hearing on 
29 January. 

Complicating matters still further 
were petitions filed on behalf of the 15 
Avsecom soldiers charged as princi- 
pals, as well as Col Custodio and Tigas, 
for Pamaran to grant. them bail. Al- 
though bail is not allowed on a murder 
charge, these petitions; were also en- 
tered into the record. +»; 

The likelihood of a,speedy trial and 
sentencing, if any, is remote. A crime 
must be proved to have taken place be- 
fore any alleged cover-up can be resol- 
ved, according to legal experts. And 
that, given the complexity of the two 
cases, could take months. Until then, 
the assassination will. continue to 
haunt the Marcos government. And as 
long as the trial remains front-page 
news, the political pressure for reforms 
— for which the a ination pro- 


vided the catalyst — continue. gj 
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Severiano Ballesteros. A strong mind is his secret 
Astrong watch his choice. 


The maverick of the golf 
course. That summed up 
Severiano Ballesteros when he 
first appeared on the leader 
boards. 

It still does. But now a new 
maturity invests his game. The 
youngest-ever winner of the 


British Open, twice winner of 


the American Masters, the win- 
ner of countless international 
tournaments, he has now won 
his second British Open. 

And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 


He is now probably one of 


IHE ROLES 


the most breathtaking stroke 
players in the game, his genius 
and flair being supported by im- 
mense powers of concentration. 
“If I lose concentration, I lose 
the hole.” 

Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 
promptly, “A strong mind. 


His watch matches his single- 
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entle hostess in your sarong kebaya 
you care for me as only you know how 

across four continents of the earth in the luxur) 
of the worlds 
most modern fleet. 
Singapore Girl 
you re a great 
way to fly 
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TREAT YOURSELF 
TO THE BEST TOKYO 
CAN OFFER. 


The new 38-storey Tokyo Hilton International 
relies on over 20 years of hotel experience in 
Tokyo to offer you the best in business services, 
including three executive floors with special 
features like express check-in, a separate 
concierge and complimentary breakfast and 
cocktails. A fully-equipped business service 
centre, superb gourmet restaurants and choice 
of cocktail lounges provide the perfect 
atmosphere to conduct your business. To 
loosen up between meetings, swimming, 
tennis, and exercise facilities are available. All 
located right in the middle of Shinjuku, Tokyo's 
new high-rise business centre. Stay in the new 
Tokyo Hilton International and make 

business a pleasure. 
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e The Osaka Hilton 
International will open in 
September, 1986. 
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Decision time in Dhaka 


The country's two major opposition parties remain undecided on 
whether to participate in parliamentary elections due in April 


By S. Kamaluddin in Dhaka 


is angladesh’s two main opposition 
parties, the Awami League and the 
Bangladesh Nationalist Party (BNP), 
are still undecided on whether to accept 
President H. M. Ershad’s most recent 
proposals for parliamentary elections 
and the democratisation of the coun- 
try, made last December. 

While the BNP seems the most likely 
of the two parties to accept the presi- 
dent’s proposals — though it remains 
firm on one more important pre-condi- 
tion for its participation in the elec- 
tions — the Awami League has issued a 
new, expanded set of pre-conditions 
for its participation. 

For his part Ershad, who is also the 
country’s chief martial-law adminis- 
trator, said in an interview that his ad- 
ministration would stand firm on its 
commitment to hold the elections in 
April, as scheduled. “An election fever 
is catching on throughout the country 
and I believe the elections will take 
place,” he said. 

He also ruled out holding a national 
referendum on the country's form of 
government should the opposition par- 
ties refuse to take part in the elections, 
saying the time for that was over. If the 
opposition did not participate, he said, 
he had another "strategy in mind, but I 
won't talk about that now. After all, I 
have to keep my commitments and my 
programmes going.” 

But the president added: "Don't 
worry, the elections will take place and 
the transfer of power [to civilian rule] 
will be effective." The 15 December 
election announcement was the fourth 
since 1983, but on each previous occa- 
sion the elections had to be postponed 
because of pressure from the opposi- 
tion. The latest proposal set out a five- 
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point modus vivendi which paralleled 
closely the opposition's long-standing 
conditions for election participation: 
» Withdrawal of the posts and offices 
of district and sub-zonal martial-law 
administrators by 31 December last 
year and those of sub-district martial- 
law administrators by 31 January. 


> Simultaneous withdrawal of the | 


special military tribunal and the spe- 
cial military courts. 

» Revival of the suspended constitu- 
tion and withdrawal of martial law 


after the new parliament is called to | 


session. 

» Restoration of fundamental rights 
and in some cases writ jurisdiction of 
Supreme Court divisions through the 
revival of portions of the constitution 
— effective from 15 January. 

» Elimination of political-party mem- 
bers from the cabinet, effective from 
the day the election commission an- 
nounces the election schedule, and 
barring of government ministers from 
contesting the parliamentary elec- 
tions. 

In mid-January, the president an- 
nounced that the parliamentary elec- 
tions would be held on 6 April and 
reorganised his cabinet to include 
seven military men and four civilian 
ministers with no political-party ties. 
He has also kept to his timetable for 
meeting his other commitments. 

The Awami League, which leads a 
15-party opposition alliance, has not 








rejected Ershad's proposals out of | 


hand, but it has issued an expanded set 
of pre-conditions for its participation 
in the election and announced that it 
still plans to go ahead with a coun- 
trywide anti-martial law movement. 
The pre-conditions are mostly con- 
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Dhaka grinds to a halt in an opposition-sponsored general strike; Khaleda; Hasina: mounting election fever. , 





cerned with getting guarantees from 
the government that it and all its agen- 
cies will remain neutral in the elections 
and will not interfere in any way with 
the electoral process. Another demand 
is that all political prisoners should be 
released prior to the elections. Some of 
the pre-conditions have or would be 
met under Ershad's latest proposal 

On the opposition demand that the 
government remain neutral, Ershad 
said in the interview: “I have done 
everything that is possible to ensure 
my administration's neutrality. We 
have not come to grab power. I am not 
going to interfere in the elections and [1 
have told the opposition] please 
change the constitution in any way you 
want if you get the majority.’ 

However, the president also said 
"One cannot but feel happy if some po- 
litical parties or individuals extend 
support to one's policies and program- 
mes." 

The Awami League held 39 seats of 
the former 300-seat parliament, which 
was dissolved in March 1982, and takes 
the position that unless it is able to in- 
crease its strength substantially in the 
next parliament, there is little point in 


participating in the elections 
source close to Awami League 


A president Sheikh Hasina Wajed, 
daughter of the late president Sheikh 
Mujibur Rahman, said she would be 
willing to participate only if she was 
assured that her party would get 75-100 
seats in the 300-seat new parliament 
(In addition to these, the president is to 
appoint 30 women to the parliament, as 
was the case in the old parliament.) 
Given the absence of any formal 
seat-sharing arrangement between Er- 
shad's administration and the political 
parties, it seems unlikely that require- 
ment could be met. None of the opposi- 
tion parties would publicly admit to 
seeking any seat-sharing arrangement. 
The BNP, led by Begum Khaleda 
Zia, widow of the late president Ziaur 
Rahman, appears ready to take part in 
the elections on one condition: that 
nine former BNP ministers convicted 
by military courts on charges of *moral 
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testing parliamentary elections. 

A military source said Ershad is un- 
likely to agree to this demand as, in his 
eyes, it would mean the "negation of 


martial-law rule." He said: “Young of- 


ficers were even against the release of 
convicted BNP leaders on health 
grounds, and soon after their release, 
once again they became very active in 
politics. So, he would not like to annoy 
those people [the officers] by making 
them [the BNP ministers] eligible for 
election." 

Khaleda may have to concede this 
point because a large number of BNP 
stalwarts, including former prime 
minister Shah Azizur Rahman, believe 


. the party should take part in the elec- 


tions, especially since Ershad has said 


_ they will be held under the suspended 


constitution — a key BNP demand. 
The constitution provides for a 
multi-party presidential form of gov- 
ernment established by Zia, founder of 
the BNP, in place of the former single- 
party, autocratic presidential system 
set up by the country's founding 


father, Mujib. 


G iven this pressure, Khaleda may 
face the choice of going along with 
the party majority, thus continuing as 
BNP leader, or splitting from the party 
to form one made up mostly of the 
former BNP ministers now barred 
from contesting the elections and some 
others who would remain loyal to her 
and Zia's memory. If such a split takes 


- — place, however, the BNP might be the 


biggest loser as Khaleda’s popularity, 
inherited from her husband, has been a 
key factor in keeping it alive. 

Pressure on the BNP to take part in 
the elections also is coming from two 
component parties of the BNP-led 
seven-party opposition alliance. Both 
the United People’s Party, which 
draws support from the country’s in- 
dustrial areas, and the Ganatantrik 
Party have already come out in favour 
of participation. 

The Awami League-led alliance also 
could be in danger of a split over whe- 
ther to participate in the elections 
under Ershad's new proposals. The 
pro-Moscow Communist Party of 
Bangladesh (CPB), six other Moscow- 
oriented or leftist parties and factions 
of another communist party are known 
to be in favour of elections, 

The CPB and the other leftist parties 
in the alliance argue that Ershad has 
accepted most of the opposition's de- 
mands and that if the elections do not 
take place this time around, the Left 
will suffer the most in any government 
crackdown on the opposition. With the 
exception of the Jatiya Samajtantrik 
Dal, which held eight seats in the old 
parliament, the alliance's leftist groups 
appear not to have much chance of 
doing well in the elections. o 
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Although Zia hopes forthcoming elections will break 
the political deadlock, they could rebound on him 


By Husain Haqqani in Islamabad 


an forthcoming parliamen- 
tary elections — the first in almost 
eight years — could break the political 
deadlock in the country or plunge it 
deeper into crisis, leaving the military 
in charge for longer than anyone de- 
sires. As expected, President Zia-ul 
Haq has announced national assembly 
elections for 25 February and elections 
for the four provincial assemblies on 
28 February under a partyless system. 

Initially, Zia had stipulated several 
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MRD, and the list 
> of candidates does 
i not include the 

names of any poli- 

tical heavy- 
weights. “With- 
drawal of disqual- 

ifications Zia im- 

posed himself, 

without legal au- 
thority, cannot be 

described as a 

concession," ob- 

served MRD con- 
venor Malik Mu- 
hammad Qasim. 

“Anyway, we are 

not asking for con- 

cessions. We want 
removal of mar- 
tial law and that 
is the main iş- 
sue." 
Opposition 
leaders point out 
that the non-party 
system is heavily 
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disqualification factors which would 
have kept major opposition politicians 
out of the electoral system, but he later 
withdrew most of them, paving the 
way for the opposition's participation. 

In another concession, the 11-party 
Movement for Restoration of Democ- 
racy (MRD) was allowed to hold a 
meeting of its leadership to discuss the 
elections and detained leaders were re- 
leased to attend. But the MRD rejected 
the election formula and repeated its 
stand that the 1973 constitution be re- 
stored and polls be conducted under 
rules in force on 4 July 1977 — the day 
before Zia took power in a coup. MRD 
leaders are now back in detention, and 
Zia insists there will be no further con- 
cessions to the opposition. 

The government view is that the lift- 
ing of restrictions on opposition politi- 
cians offered them an opportunity to 
re-enter mainstream politics — which 
they have turned down. Once the elec- 
tion process is completed, a new politi- 
cal order will emerge in which the role 
of present opposition leaders will be 
minimal and elected representatives 
will rise to prominence. 

There is no shortage of people will- 
ing to run in the elections, including 
lower-level functionaries of MRD par- 
ties. However, none of the known na- 
tional leaders broke ranks with the 


with Zia's mar- 
tial-law powers to change rules arbit- 
rarily, there could be no hope of the op- 
position having a fair chance at the 
polls. “The MRD could become politi- 
cally irrelevant by staying out in the 
cold, but it will have the satisfaction of 
standing up for some principles,” said 
a Pakistani journalist sympathetic to 
the opposition. “They could have run 
and still not got anywhere, legitimising 
Zia and martial law in the process.” 
After their meeting, several opposition 
leaders talked bravely about carrying 
on the fight for democracy to the next 
generation, conceding they might have 
lost the current round by announcing 
the boycott. 


S oon after the MRD boycott . an- 
nouncement, it was féared that Zia 
might postpone elections once again, 
but the president refused to do. so. 
MRD supporters spread rumours of 
strains within the army, though there 
was no evidence of a serious challenge 
to Zia's leadership. Privately, the 
politicians confirmed they hoped for a 
schism within the armed forces and a 
chance to negotiate with other generals. 
A low turnout in the elections 
coupled with successful MRD agita- 
tion could change the power relations 
within the military elite and result in a 
new martial-law regime, not necessar- 
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government. An 
leader told the REVIEW there could be 
compromise if Zia conceded elections 
on à party basis and re-opened regis- 
tration under rules framed in 1979. The 
parties would then give up opposition 
to proportional representation which 
the government wanted to introduce 
five years ago against the wishes of a 
majority of political parties. 

It is unlikely, however, that Zia, who 
is on record as saying there is no 
chance whatsoever of holding the next 
elections on a party basis, will now 
turn back having gone so far with his 
non-party programme. He would risk 
losing the support of local councillors, 
religious leaders, minor politicians 
and members of the nominated 
Majlis-e-Shoora (federal council) who 
have provided civilian backing for his 
regime. Already there are cracks ap- 
pearing within the pro-government al- 
liance with complaints that Zia's gov- 
ernors and ministers are playing fa- 
vourites in the run-up to the elections. 


decision to do a deal with the re- 

jectionist opposition would leave 
Zia with no civilian backing, simply 
turning his present constituency against 
him without winning the MRD to his 
side. The president's best bet seems to 
be to push on with his political scheme 
and hope that the opposition will re- 
main incapable of mounting a serious 
challenge in the streets. Once the elec- 
tions are held successfully, Zia could 
then allow political parties to be estab- 
lished within parliament and gradu- 
ally begin to share power. Indeed, he 
hinted as much in a recent interview 
with several leading pro-government 
dailies, saying that though he did not 
believe political parties should exist 
under an Islamic system, the majority 
of people did not share his view. "I 
have not been able to inject my think- 
ing in their minds." He added the next 
parliament would be "totally autono- 
mous, independent and authoritative. " 

The president still has not specified 
what constitutional amendments he 
wishes to make, nor has he laid down a 
timetable for the lifting of martial law 
— to the consternation of those expect- 
ing a return to partial democracy. 
Problems could arise even if the elec- 
tions proceed peacefully and the oppo- 
sition boycott fails, when the new as- 
sembly demands greater powers than 
those conceded by Zia. 

Among Zia's unresolved problems is 
his inability to win over any significant 
politicians in Sindh province. While 
fairly representative members might 
be returned to his controlled parlia- 
ment from Punjab and the North-West 
Frontier provinces, Sindhi members of 
the new assembly will be figures of lit- 
tle clout and the province would re- 
main an opposition stronghold. ü 
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When is a passport not a passport? When it is the new document 
to be issued by London, many in the territory fear 


By Emily Lau in Hongkong 


he British Government's decision 

to give the approximately 2.5 mil- 
lion people entitled to Hongkong Bri- 
tish Dependent Territory Citizen 
(BDTC) passports a new status after 
1997 has caused confusion and anger 
in some quarters here. Others regard 
the action as simply disingenuous 
because it means the government is 
trying to secure convenient travel 
without a visa from third countries for 
BDTCs while itself denying them that 
facility. 

On 21 January, British Foreign Sec- 
retary Sir Geoffrey Howe told the 
House of Commons at the second read- 
ing of the Hong- 
kong Bill that 
Hongkong 
BDTCs will be 
a new 
status — British 
National (Over- 
seas) or BNO — 
when China re- 
sumes sovereign- 
ty over the terri- 
tory in 1997. 

This staus does 
not give the hold- 
er the right of 
abode in Britain, 
nor will it state 
the holder has 
right of abode 
in the Hongkong 
Special Adminis- 
trative Region 
(SAR). It will 
probably contain 
a cross-reference 
to the BNO passport-holder’s SAR 
permanent identity card which will 
specify right of abode in the SAR. 

The fact that Britain will not specify 
the BNOs' right of abode in the SAR 
probably arises out of an ambiguous 
phrase in the Sino-British joint dec- 
laration on Hongkong's future which 
says SAR citizens may use travel docu- 
ments issued by other states. Holders 
of SAR permanent identity cards, 
said Annex I of the joint declaration, 
may have “this fact stated in their 
travel documents as evidence that the 
holders have the right of abode” in the 
SAR. 

However, it is not clear whether 
“this fact" means the BNO passport 
holder also possesses an SAR identity 
card, or the BNO has right of abode in 
the SAR. 

In announcing the BNO title, Howe 
said “adequate time” was needed to 
explain the choice to the people of 


Hongkong. He said the title was chosen 
because it is a form of British national- 
ity that can still be used by Hongkong 
BDTCs after 1997 but carries no impli- 
cation of a “continuing constitutional 
relationship between Britain and 
Hongkong after 1997.” 

Some people in Hongkong echoed 
the feelings of Ulster Unionist MP 
Enoch Powell, who said that Howe's 
statement was “absolute nonsense.” 
Powell declared: “The very word ‘na- 
tionality,’ let alone ‘British,’ carries 
constitutional implications. In pro- 
claiming that we are doing something 
that has no constitutional implications 





— in promising that we will create a 
form of British nationality that has 
virtually no content — we are using a 
definition that is calculated . . . to de- 
ceive, that will deceive and perhaps is 
intended to deceive.” 


Ithough Howe had stated categori- 

cally that the title BNO was a fait 
accompli, confusion arose when some 
Hongkong officials and unofficial 
(non-civil servant) mémbers of the 
Executive and Legislative councils in- 
sisted that Hongkong people should be 
consulted on it. Some even suggested 
reviving the Assessment Office, which 
was used to collect opinion on the joint 
declaration, to collate views on the 
new title. 

There is no doubt that some Hong- 
kong Chinese have the forlorn hope 
that by hanging on to some form of Bri- 
tish nationality, however tenuous, they 
will be able to leave the SAR if the 
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going gets rough. But to the IUE J- 
matic Hongkong people, the crux of 


the matter lies in whether third coun- 
tries will recognise the passport ās a 
valid travel document. 

Lawyer Albert Ho of the Hongkong 
Affairs Society said that if Britain 
wants to persuade other countries to 
accept the BNO passport, it should set 
an example by allowing Hongkong 
BDTCs to enter Britain without visas. 


At present, BDTCs going to Britain are 


advised to get entry certificates from 
the Hongkong Immigration Depart- 
ment to avoid trouble on arrival. 
Diplomatic sources here said the ac- 
ceptability of the BNO passport hinges 


on whether the holder will be repat- | 
riatable or deportable back totheSAR. | 
Normally when such cases arise, the | 


host governments deal with the coun- 
try which issues the travel documents. 


But in the case of BNOs, will they have | 
to deal with China or Britain? The 


question becomes more complicated 
for countries which — at present at 


least — have no diplomatic relations 





with Peking, such as Indonesia and 
Singapore. 

Before deciding on the title BNO, the 
British Government had considered 
others, such as British Subjects, Bri- 
tish Nationals (Hongkong), British Na- 
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tionals (Special Status) and British | 


Citizens (Overseas). All were rejected 
because they were felt to be either not 
clear or implied a constitutional link 
between Hongkong and Britain after 
1997. When asked whether BNO status 
will contradict the Sino-British joint 
declaration, since China does not per- 
mit dual nationality, government 
sources said the Chinese had been 
informed and did not raise any objec- 
tion. 

It is also stated in the joint declara- 


tion that all those who havethe right of | 
abode in Hongkong before 1997 will | 


continue to haveit in the SAR, but only 
"Hongkong Chinese compatriots" will 
be regarded as Chinese nationals. 
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Chinese sources confirmed that non- 
Chinese BDTCs will not automatically 
become Chinese nationals, though they 
could apply for naturalisation. As far 
as China is concerned, the possibility 
of non-Chinese BDTCs becoming 
stateless is a British problem. 

London's solution is to offer them 
British Overseas Citizenship (BOC). 
Like the BNO, the BOC is not au- 
tomatically transmissible by descent 
and does not give right of abode any- 
where. Children of non-Chinese BNOs 
who may become stateless can apply 
for BOC  passports, government 
sources say. 





government official admits that 
the BOC passport, itself, is worth- 


less. But it does give the holder a | 


form of nationality. Ideally, a person's 
identity, nationality and right of 
abode should all be stated in a pass- 
port. In the cases of BNOs and BOCs 
after 1997 this will not be possible — 
because Britain will have no constitu- 
tional right to state a person's right of 
abode in part of 
China — and they 
wil have to be 
written in separ- 
ate documents. 
The official ad- 
mits the whole 
business looks 
messy and un- 
satisfactory, but 
adds that most 
nationality issues 
are like that. 
BNO status is 
no doubt another 
blow to those 
who feel Britain 
has not fulfilled 


tion towards 
Hongkong peo- 
ple. Some say 
Britain does not 
really want 
Hongkong  peo- 
ple to apply for BNO passports, 
because it does not want to assume 
any responsibility for them after 
1997, in view of the possibility that 
things may go wrong during the transi- 
tion and many people may want to 
leave. 

If this is the case, then no doubt some 
Hongkong people will probably play 
into London's hands by not applying 
for the BNO passports for fear that in 
doing so they might be regarded as dis- 
loyal to China or suspicious of Peking's 
intentions. 

There is a feeling among Hongkong 
government officials that non-Chinese 
residents who are afraid of ending up 
abodeless should not dispair. In view 
of the small numbers involved — be- 
tween 7,000 and 10,000 — it is firmly 
believed that London will in the end 
see them all right, though no British 
official would dare say so at this 


stage. o 
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E awkward truth is that Australia 
does not have much independence 
in foreign policy. On issues that mat- 
ter, the United States calls the tune, 
and most Australians are happy 
enough to acknowledge this privately. 

On East-West global issues of peace 
and disarmament, no Australian gov- 
ernment can afford to stray too far 
from the US position. And closer to 
home, on regional issues of less interest 
to the US where the American position 
is often less clear, Australia's approach 
is frequently ambivalent. 

Thus within the Asian and Pacific 
region, Australia's foreign policy tends 
to be cautious and reactive to events, 
which Australians often find confus- 
ing, rather than positive and suppor- 
tive of the rapid social and economic 
changes occurring nearby. 

Foreign policy figured more promi- 
nently in the recent Australian election 
campaign than anyone expected. Yet 
the foreign-policy issues which were 
hotly debated were the East-West is- 
sues of peace and disarmament which 
no Australian government can do 
much about. In contrast, regional is- 
sues attracted little attention. The ex- 
planation of this apparent paradox, as 
well as Foreign Minister Bill Hayden's 
habit of speaking surprisingly bluntly 
to Australia's friends and neighbours 
from time to time, is that the foreign 
policy of an Australian Labor govern- 
ment — like domestic policy — reflects 
the push and pull of different factions 
within the party. 

There are several main factors 
which, to a lesser or greater extent, in- 
fluence the foreign policy of the Labor 
Party most of the time: idealism is one. 
Many Labor supporters are Left-liber- 
als who believe that "right, not might" 
should guide policy and that morality 
(as they choose, sometimes rather self- 
righteously, to define it) should play an 
important role in international affairs. 

A second influence is the tendency 
for some Australian spokesmen and 
sections of the media to take them- 
selves rather seriously on the interna- 
tional scene. During their periods as 
prime minister, both Gough Whitlam 
and Malcolm Fraser obviously relished 
playing the role of international 
statesman from time to time. 
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Finally, there is the personal role | 


that leaders such as Prime Minister 
Bob Hawke and Hayden must play in 
finding a balance among these various 
considerations. On the one hand, they 
must take account of domestic pres- 
sure for Australia to demonstrate inde- 
pendence in foreign policy and, on the 
other hand, they must minimise ten- 
sion in the Australia-US alliance be- 
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Under the US umbrella 


cause they know that any serious 
breach in the relationship would, in all 
likelihood, have serious electoral re- 
percussions. 

This is the background against 
which debates about foreign policy 
during the recent Australian election 
campaign took place. Moreover, elec- 
tion campaigns in Australia often take 
on a momentum of their own, and the 
most recent campaign — which pro- 


vided the unexpected result of the | 


Hawke government being re-elected 
with a reduced rather than an in- 
creased majority — was no exception. 


To the dismay of the incumbent Labor | 


government, a surprisingly large 
number of Australian voters caught 
the peace bug during the run-up to the 
election, and the government's record 
on disarmament and nuclear issues 
came under close scrutiny. 

The emergence of the fledgeling 
Nuclear Disarmament Party (NDP) 
(which is anti-uranium, anti-US mili- 
tary installations in Australia and pro- 
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disarmament) as a significant political 
force during the campaign took most 
observers by surprise. Although there 
was never any likelihood that more 
than a few NDP candidates would be 
elected, the main threat, as far as the 
government was concerned, was that 


and prevent Labor from winning a 
clear majority in the senate, the upper 
house. 

As a result, both Hawke and, espe- 
cially, Hayden were obliged to work 
far harder defending the government's 
disarmament and peace policies than 
they had allowed. In the end, only one 





tions against US facilities in north- 
western Australia 20 years ago, and 
their influence on policy is unlikely to 
be any greater today than it was then. 

On the other hand, there is always 
the possibility that the peace move- 
ment, with its anti-American over- 
tones, will gather momentum. The 
strong stand taken by the government 
of Prime Minister David Lange in New 
Zealand on the issue of visiting rights 
for US nuclear-armed and nuclear- 
powered warships has not gone un- 
noticed by the Left in Australia. The 
Australian peace movement has been 
heartened by the apparent success of 
the tough stand taken by Lange, since 
the experience in New Zealand ap- 
pears to prove that it is possible for a 
Labor government to defy the US and 
live to tell the tale. 

The stakes at risk here are high. Ulti- 
mately, it is the Anzus alliance be- 
tween Australia, New Zealand and the 
US which is at issue — and the signs 


are that the American administration 


. is now quite displeased at what is ap- 
the NDP would split the Labor vote | 





NDP candidate was elected, but the | 


overall swing against Labor robbed 
the government of any chance of ob- 
taining a majority in the upper house. 
The apparent success of the NDP is, 
paradoxically, both less and more im- 
portant than it looks. On the one hand, 
the increase in support for an anti-nu- 


clear position is probably more appa- | 


rent than real. The voters who sup- 
ported the NDP are presumably the 
same people, or their children, who 
supported Campaign for Nuclear Dis- 
armament marches and demonstra- 





parently regarded in Washington as a 
display of sheer cheek in Australia and 
New Zealand. jd 


merican reaction to several modest 

displays of independence on Hay- 
den's part has been surprisingly heavy- 
handed. The Americans were annoyed 
in mid-1984 when Hayden told an in- 
ternational conference in Geneva that 
Australia might need to reconsider the 
presence of joint US-Australian 
facilities in Australia unless the’ US 
made satisfactory progress towards a 
comprehensive test ban treaty. 

And the Americans were reportedly 
again annoyed when, more recently, 
Australia successfully introduced a re- 
solution into the United Nations de- 
claring that agreement on such a treaty 
was a matter of urgency. 

In mid-November, the US adminis- 
tration retaliated against Hayden by 
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delivering a demarche (a low-level 
diplomatic protest) to the Australian 
Government on his handling of the UN 
resolution. In a pointed move which 
angered many within the Labor Party, 
the Americans decided to bypass 
Hayden in delivering the demarche by 
sending it directly to the prime minis- 
ter rather than via the foreign minister. 

In fact, it is probably quite unneces- 
sary for the US to worry about Hayden 
or the peace movement in Australia. It 
is virtually inconceivable that any 
Australian government would break 
the Anzus alliance, and by ensuring 
that the issues which the Left feels 
strongly about are aired, Hayden helps 
maintain Labor unity and indirectly 
strengthens Hawke's own position as 
prime minister. 

If the preferences of Australian vot- 
ers on questions of global foreign po- 
licy are clearer after the 1984 election 
campaign, the same cannot be said for 
regional issues. Indeed, regional events 
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hardly rated a mention. It may be that 
the main reason for this is that regional 
issues are just too complicated. On 
questions of global foreign policy Aus- 
tralia's role, to a substantial degree, is 
defined by the relationship with the 
US. In contrast, on matters concerning 
the region, Australia must largely go it 
alone. 

Nevertheless, while it is true many 
Australians are largely unaware of the 
existence of Asia, the almost complete 
neglect of regional events is mildly sur- 
prising. After all, regional foreign po- 
licy attracted a fair degree of attention 
within Australia during the Hawke 
government's first term in office. 


Hayden's efforts to define a role for | 
Australia in settling the Cambodia im- | 
passe have drawn both praise and | 
criticism in recent months; the Labor | 


Party noisily but effectively buried the 
East Timor issue during its federal 
conference in mid-1984, and there is a 
dawning consciousness in Australia 
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that the problems along the Papua 
New Guinean-Indonesian border are 
unlikely to go away. 

And whether they are complicated 
or not, it is in Australia's interest to 
pay more attention to events closer to 
home. For one thing, it would help 
Australians understand Australia's 
place in the region better. For example, 
Australian views of events in Asia, 
particularly as presented in the Aus- 


| tralian media, often still reflect 
| Eurocentric attitudes of moral 
superiority. Good news from the re- 


gion — such as the extraordinary eco- 
nomic success which has been 
achieved in East and Southeast Asia 
since the early 1970s — is rarely re- 
ported, while stories about corruption 
and political instability are reported 
almost every day. 


second and more important reason 
for Australia to pay closer atten- 
tion to the Asia-Pacific region is that 





developments in the region often affect 
Australia. As Hayden emphasised dur- 
ing visits to Asean countries in 1984, 
Australian troops were drawn into 
combat during the Vietnam War, and 
many thousands of refugees arrived in 
Australia as a result of the continuing 
instability within Vietnam. Thus the 
impasse in Cambodia, the problems 
along the Papua New Guinean-In- 
donesian border and the tension in 
New Caledonia are all worrying for 
Australian policymakers. 








Yet the uncomfortable reality is that | 


the opportunities for Australia to in- 
fluence the course of regional events 
are quite limited. The issues involved 
are often extremely complicated, re- 
gional leaders are frequently reluctant 
to allow white Western-oriented Aus- 


tralians to play a significant role and | 


Australia’s political and diplomatic 
clout in the region — never more than 
modest — has been eroded in recent 
years by the tendency of the Australian 


Peter Mc ( aw le 


media and others to offer moralistic 
advice to Asian leaders on how they 
should manage their difficult internal 
affairs. 

On the Cambodia issue, for example, 
it seems that there is little that Austra- 
lia can do to assist in the search fora 
settlement. In the face of great-power 
rivalry in the area on the one hand, and 
theintransigence of both Thailand and 
Vietnam on the other, the role of Aus- 
tralian diplomats is largely limited to 
observing the cruel course of events 
with dismay 

And closer to home, in East Timor 
and along the Papua New Guinean-In- 
donesian border, Australia has alter- 
nated between self-indulgent expres- 
sions of disapproval at Indonesian be- 
haviour and muted but relieved 
acknowledgment of the fact that In- 
donesia, by taking a tough line on local 
resistance, is saving Australia an 
enormous amount of trouble 

The problem in Australia's relations 
with Indonesia, as well as much of the 
rest of Southeast Asia, has not been 
that the Australian Government itself 


€ On the one hand, most 
Australians subscribe to 
Western liberal values and are 
uncomfortable with the 
rejection of liberalism as an 
ideology throughout much of 
Asia. On the other hand, 
Australians know enough 
about Asia to realise that 
they are outnumbered. 9 


has failed to take a fairly consistent 
position, so much as that Australian 
society as a whole is ambivalent to- 
wards Asia 

On the one hand, most Australians 


subscribe to Western liberal values 
and are uncomfortable with the rejec- 
tion of liberalism as an ideology 


throughout much of Asia. On the other 
hand, Australians know enough about 
Asia to realise that they are outnum- 
bered, and the more pragmatic 
policymakers in Australia are less in- 
terested in moralising and more con- 
cerned to see that Australia's interests 
are protected 

For the time being, the tension be- 
tween moralism and Realpolitik as two 
competing strands in Australian 
foreign policy seems certain to remain, 
especially while there is a Labor gov- 
ernment in Canberra. However, if as 
also seems certain, political and econo- 
mic self-confidence in Southeast Asia 
continues to grow, the ambivalence 
which springs from this tension is 
likely to be viewed with less and less 
patience in Asia. ü 
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E arm-twisting 







Australia's Bob Hawke asks his New Zealand counterpart 
David Lange to reconsider Wellington's nuclear-ship ban 


By Hamish McDonald in Sydney 


ustralian Prime Minister Bob 
Hawke has added to the pressure 
being brought to bear on New Zea- 
land's Labour government to drop its 
— ban on nuclear-powered or nuclear- 
armed United States Navy ships, a po- 
licy which could threaten the Austra- 
lia, New Zealand, US (Anzus) defence 


| pact. 


Hawke released some details of a let- 
ter hesent to his New Zealand counter- 

part, David Lange, in which he said 
— Australia “could not accept as a per- 
manent arrangement that the Anzus 
alliance had a different meaning and 
entailed different obligations for dif- 
ferent members. 

"I said that Australia would be 
avoiding any public statements which 
cast doubt on whether the US was 
- applying its policy of neither con- 
- firming nor denying that warships 
were carrying nuclear weapons in 


= particular cases and, as New Zealand's 


alliance partner, saw it as impor- 
tant that the New Zealand Govern- 





ment should do the same," he said. 

Hawke said his Labor Party govern- 
ment had reviewed Anzus on coming to 
power in March 1983 and had con- 
cluded it continued to serve funda- 
mental Australian interests. He said 
Australia would continue to protect 
those interests whatever New Zealand 
did — clearly a reflection of official 
thinking in Canberra that Anzus will 
become a bilateral pact if New Zealand 
persists in its policy. 

The crisis in the 33-year-old defence 
pact caused by Wellington's change of 
policy, will dominate Hawke's planned 
meeting with US President Ronald 
Reagan in Washington on 7 February. 
However, Hawke is being criticised by 
his party'sleftwing which wants to fol- 
low the New Zealand lead and which 
blames Hawke's policy for the large 
defection from Labor to the Nuclear 
Disarmament Party in the 1 December 
1984 general election. 

The critics have long stressed that 
US Navy ships in local ports and US 


Revenge is sweet 


— An Australian state rejects New Zealand chocolates and 
. Wellington threatens a ban on the state's sugar imports 


By Colin James in Wellington 


ew Zealand's exchanges with Aus- 
tralia on the future of the Austra- 
lia, New Zealand and United States 
(Anzus) treaty have veered from the 
dramatic to the weird. No sooner had 
Wellington rejected a formal approach 
from Australian Prime Minister Bob 
Hawke to rethink its ban on nuclear- 
powered and nuclear-armed warships 
from entering its waters than it found 
its chocolates banned by Queensland 
Premier Sir Joh Bjelke-Petersen. 
Bijelke-Petersen, Australia’s only 
non-Labor state premier, warned the 
Labour government in Wellington in 
mid-1984 that he would take action to 
force it to change its policy. Now he has 
made good that warning by impound- 
ing a shipment of chocolates made by 
the Van Camp Co. in New Zealand. The 
pretext was that the chocolates did not 
have the names and addresses of the 
manufacturer and importer on the 
label, a Queensland-only health regu- 
lation hitherto waived for New Zea- 
land imports in the spirit of the Closer 
Economic Relations free-trade agree- 
ment between Wellington and Can- 
berra. 


Acting New Zealand Prime Minister 
Geoffrey Palmer complained that 
Bjelke-Petersen had no responsibility 
in the field of foreign affairs and said 
that he would take the matter up with 
the federal government. But two days 
later, Prime Minister David Lange, 
home from a week-long trip to the To- 
kelau Islands, moved the row into the 
realm of the bizarre by threatening to 
ban Queensland sugar in retaliation. 
Bjelke-Petersen threatened in turn to 
ban New Zealanders from going to his 
state to work. 

Bjelke-Petersen caused more stir 
than Hawke's formal letter, hand-de- 
livered to Lange on his return but al- 
ready made public by Hawke after 
some details were leaked to Australian 
newspapers. In  Lange's absence, 
Palmer had re-affirmed that New Zea- 
land “would not buckle" to Australian 
pressure. After a regular cabinet meet- 
ing on 28 January which considered 
the issue, Lange acknowledged receiv- 
ing a letter and again re-affirmed the 
government's stance. Both played 
down suggestions of friction. 

Palmer regretted the press leak be- 
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the submarine communications sta- 
tion-at Northwest Cape — could be- 
come nuclear targets of the Soviet 
Union in an all-out war with the US. 

Conservative governments in Aus- 
tralia have put this acknowledged nu- 
clear risk down as part of Australia's 
contribution to Western defence. 
Hawke's government has emphasised 
the contribution of Pine Gap and Nur- 
rungar in verifying Soviet nuclear- 
force levels and activity, thereby help- 
ing secure a more stable nuclear bal- 
ance. 

There are now few threats which 
might call for Anzus to be invoked to 
bring the US to Australia's aid. It is 
valued more as a qualifying ticket for 
intelligence exchanges and purchases 
of top-line equipment, such as the F18 
fighter now being supplied to the 
Royal Australian Air Force. ü 
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Waddell: threat to Anzus. 





cause “it appears to place public pres- 
sure on the New Zealand Government. 
The New Zealand Government has 
been scrupulous in not making public 
statements about the Australian posi- 
tion." This was a veiled reference to 
Hawke's embarrassment. on the issue 
in the November 1984 election cam- 
paign last year. Palmer stopped short 
of criticising the letter, as distinct from 
the press leak of it, but did say that *no 
amount of friendly persuasion from 
our friends will cause us to deviate 
from our policy." 

In his post-cabinet conference, 
Lange noted also that he had received a 
letter from US Secretary of State 
George Shultz re-stating that ship 
visits were integral to Anzus. He also 
said that he had received a number of 
suggestions on the ship-visit issue 
from Washington. oO 
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Breakfast in London 


Lunch in New York 
ggage in Hong Kong 


You know the feeling Your luggage goes 
astray and then your worries start 

How do | go about getting it back? How 
much will the contents cost to replace? 

And the biggest worry of all. someone, 
somewhere, has my address. ..and he knows 
I'm not at home. 

It's a set of worries you can do without 
And you can do without them by putting the 
Bag-Guard tag on every item 


How Bag-Guard works 

The Bag-Guard label carries your name 
but instead of vour address, a computer 
identification number and our telephone 
number. 


If your luggage goes missing, you go to the 


nearest phone. Then quote your number to 
IAPA -the International Airline Passengers 
Association 

As the world’s largest organisation 
representing the interests of the traveller, we 
know the people to contact right round the 
globe to locate vour luggage. We get it back to 
vou. And quickly. 


Bag-Guard protects more than just luggage 
too. As an IAPA member, you also receive self- 


stick computerised labels to safeguard vour 
camera... your skis... your trombone 
anything 


The benefits of Bag-Guard 

"I would like to take this opportunity to thank 
IAPA and particularly the Bag-Guard system 
for the prompt attention received when my 
baggage went missing on my journey from 
Manchester to Palma, Mallorca via Heathrou 
and Barcelona on Saturday 28th May. | 
telephoned the Bag-Guard at 7pm local time 
to inform them of my loss. Got a return call at 
lOpm to tell me my baggage had been found 
in Heathrow and was already on tts way to 
Barcelona where it would be put on the first 
plane to Palma. | received my baggage 


Apply now for the Bag-Guard tag. It keeps tabs on your luggage. 


delivered at my hotel at 1 lam the next 
morning B.J. Ellis, [APA member 


Crooks mingle with trippers at Heathrow and 
Gatwick and note where they live. They watch 
travellers fly out then drive round to these 
addresses with a van and clean them out 

‘We are advising people not to put ther 
home addresses on luggage," savs Pc Colin 
Hunt, crime prevention officer responsible for 
central London. The London Daily Telegraph 

June 1953 


Other valuable IAPA benefits 
The coupon below - or a quick phone call 
will bring a full description of the advantages 
enjoyed by IAPA's 100,000 members. In th: 
meantime, here's a brief summary 


*Save money at hotels 

You receive instant savings ranging from 
1096 to 3596 at 1,800 good hotels worldwide 
including many Westin, Marriott, Holiday Inn, 
Crest, Fairmont and selected Hvatt, Sheraton 
and Hilton 


* Save money on car rentals 

You can soon recover your membership 
fee with the discounts you gain at Hertz, Avis, 
Europcar, National and other hire firms world- 
widi 


*Travel Accident Cover 

Low rates, high cover ol up to S600 000 
($750,000 after 3 vears) for ticketed /fare- 
paying passengers on any form of lie 
passenger transport 


ensed 


'World-wide medical cover 

Hospital. expenses overseas car be 
ruinous. At very favourable rates, [APA 
provide up to £50,000 insurance to meet the 
COSI of hospital bills. doctor s fees and 
medicines 


* Information services free to members 
Flight Log - our renowned guide to all 





ispects Ol air travi omi 

internation urport gazet 
stimulating magazine. Apa 
newsletter t update yi 7 a 


tares and travel iegisial 


Try IAPA at no risk 
We invite you to sample IA 
membership at no financi 


agree wholeheartedly that ' 


has been worth the tee, wi rel 
penny — without fuss a d witi 
Post the OUpot ^ 
100.000 IAPA r TA 
ne of the maribi th T 


T7 INTERNATIONAL AIRLINE 
[27724 PASSENGERS ASSOCIATION 


| Fill in and mail to 


| we IAPA, P.O. Box 20282, ł 
Post Off Es 
IAPA, P.O. Bo» 
tngiand or 
IAPA , P.O. Box 660074, Dalia 
Texas 75266-0074 


ice. Hona K ) 
113 ndor 


Please send me 


Name hr "Mors / Ms 


| = 
m 
| 
| 
| 
| Address 
[E 
| 
| 
| 
|= 








FIRST CLASS SERVIC 










OPEN si laysian. Airlines Golden Club. Cl ass is available 
Hig m. onboard Airbuses and DC 10s. 
You have all the benefits of First Class without 
sone” paying First Class. All you pay is Full Economy 
Qu Class fare. And you enjoy wider, more comfortable 
y~ seats. A choice of select menus and wines. Impeccable 
|^ service. Even on ground, you are offered first class 
ial. - lounge facilities. Exclusive Golden Club Class check-in 
^" 5 . service. 30 kilos baggage allowance * — 











WE LL TREAT YOU | Li KE KE GOLD 
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AUPE EE Qul Vidit CU 
systems prove that Pythagoras was right. 


Pythagoras was the first to discover that, in a right-angle triangle, the square 
of the hypotenuse is equal to the sum of the squares of the other two sides. 
It's less well known that a whole school of philosophy grew up around 
his work. The Pythagoreans believed that everything from musical tones to 
philosophical ideas could be expressed numerically. 
Our SL* family of business communications systems proved that Pythagoras wa 
right. Voice, data and facsimiles of documents or photographs are all transmitted with 
a digital code. Literally everything becomes numbers. 
For businesses, this means substantial savings. northern 
| Frequently only one system is needed to handle both telecom 
Sd " voice and data communications. Digital transmission is fast, 


A 


accurate, and economical. Northern Telecom is an international For more iafismetinn cb Nadie Bad 
+ leader in digital telecommunications technology. Were helping and its products contact: Northern Telecom 
OS companies control costs and manage information more effectively. (Asia) Ltd., 96 Somerset Road, Singapore 
In an increasingly competitive marketplace, our contribution is vital sr ei hate pe bero 
singly , S . Harbour Road, Hong Kong, Tel. 5-757222, 


Los Sometimes the numbers are everything. telex 73338. 
4 
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TO SERVE BREAKFAST AS WARM AS TOAST, 
WE daban AHO THE behets 


3 
nm 


:hangri-ba hotel- HONG KONG 


Telephone 3-7212111, Telex: 36718 SHALA HX 


(SY WESTIN HOTELS Other Westin Hotels in Asia: Chosun, Seoul e 


Tokyo Prince Hotel, Akasaka Prince Hot el, Tokyo e 


Philippine Plaza, Manila « The Westin Stamford & Westin Plaza, Singapore e 









€ MANY a glass will have been lifted 
in press clubs around the world in 
fond memory of James Cameron who 
— after indestructibly surviving the 
ravages of life as an itinerant war 
correspondent (World War H, Korea, 
Vietnam, Arab-Israeli and numerous 
others) and foreign correspondent; a 
near-fatal car smash in India (whic 
required a massive operation to sti 
his heart back in place), and 
years of illness — recently 

final deadline at the age git 
ses will also have been lifted in sym- 
pathy for Jimmy's lovely Indian 
widow, Moneesha. 

Cameron was a senior contempo- 
rary of another luminary of that en- 
dangered species, the roving foreign 
correspondent, Donald Wise. Their 
paths used fo cross regularly before 
Cameron's 1971 car crash forced him 
to cut down on his globe-trotting and, 
a few years later, Wise retired from 
the London Daily Mirror to Spain, 
where he intended to write a book. 

Happily, the REviEW was able to 
persuade Wise that this step was pre- 
mature. Throwing the partially com- 
pleted second version of his manu- 
script over the cliffs into the sea, Wise 
flew to Hongkong to become the 
REVIEW's FOCUS editor, a post he ad- 
mirably filled until the end of 1984 


when, to the regret of his many. 


friends, he departed with wife 
Daphne for Europe — and another 
bash at the book? Meanwhile, Came- 
ron cut down on the travelling and 
mastered another medium, TV, pro- 
ducing numerous films on current af- 
fairs and travel. 

e THE pair remained in contact. In 
the hours after the assassination of 
Indira Gandhi, Wise telephoned 
Cameron to ask him to write a per- 
sonal tribute to the slain Indian 
leader for the REviEW. Cameron (ob- 
viously suffering from the cancer 
which killed him), possibly for the 
first and only time in his career, was 
too distraught with grief to attempt 
to write about it. 

As well as being a great newsman, 
Cameron was a first-class writer. His 
books, especially Mandarin Red, Wit- 
ness in Vietnam and Point of Depar- 
ture were full of insights and wise 
judgments, as well as superb descrip- 
tive passages: waking up one morn- 
ing in a northern Indian hotel while 
on the trail of the fleeing Dalai Lama, 
he pulled aside a curtain and stood 
transfixed by the blazing beauty of 
Everest and a host of other snow- 
white Himalayan peaks. Endear- 
ingly, in Who's Who, he listed under 


recreations: "Private life, public 
houses. " 

Now it's up to Donald Wise to write 
his book. 


è VARIOUS establishments in the 
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region are clearly in need of a decent 
writer toi dyertise their wares or 
drum wu Ybxiness. Last November, 
one of (fo major Bangkok hotels re- 
ceived the foffowing circular: 


Sith full encouragements to let 


qucm and distinguishing cus- 


grrers participate and enjoy their 
nderful event on coming occasion 


“of MERRY CHRISTMAS PARTY at 


our esteemed HOTEL. Ofcourse the 
initiate ideas of what embellishments 
you may need to perform the perfect 
jointly party for this purpose is desir- 
able! 

May we have the honour to intro- 
duce you with an inevitable prolific 
plant to decorate your astonishing 
Christmas Party by putting on THE 
REAL FRESH CHRISTMAS TREE 
for the illuminating tree branches. 
We import directly by AIR FREIGHT 
from FRANCE te BANGKOK on 
early date of next month. So we 
proudly guarantee you with fresh- 
ness and repletion of our importing 
goods to suit-up with your needs.? 

e ANOTHER perfect jointly, as- 
tonishing party was doubtless 


mounted at the Rosebud restaurant 
in New Delhi, judging by an adver- 
tisement which Rupa Bose sends me 
from the pages of the Evening News: 










A WESTERN CULTURE THAT IS CABARET BEING PERFORMEO 
BY BEAUTIFUL AND ATTRACTIVE CABARET ARTIST FROM 
BOMBAY WELL MAKE YOUR NEW YEAR EVE UNFORGETTABLE 
IN WHOLE THE LIFE 


AT ROSEBUD RESTAURANT 


Those interested in this Bombay- 
style version of Western culture were 
invited: 


RU. Pc 
TO AVOID DISAPPOINTMENT 
RUSH FOR BOOKING : TINKLE : 270837. 


@ JUST before Christmas, a REVIEW 
reader staying at a Tokyo hotel had 
the following notice from the man- 
agement slipped under his door: 








w O T I C E 


We would like to inform you that we will check our 
fire equipment system as follows; 


pate: Déc ,9:9* «fF 


Fras pele PM Te (gie pef 


During the above period you will hear an alarm 
throogh the hotel speaker system. 


This is only a test, you need NOT evacuate yourself 


e CUSTOMERS in Japan are used to 
soothing words, telling them not to 
panic. Richard Nesbit purchased a 
Japanese kerosene heater and was as- 
sured by the accompanying instruc- 
tions: "Fuel will not leak, even 
though this heater is turned over, but 
it is of course better not to be upset. If 


| it should be turned over qut it upright 


without losing self-control.” 
€ A RECENT advertisement in the 
Hongkong press fòr a musical occa- 
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sion has been received from several — 
readers with such comments as “First 
reserve?", "Team coach?" and "They 
certainly give you your moneys 3 
worth in Shanghai! " 





€ AS a profession, bookmakers at- 
tract little sympathy. Nevertheless, 
the following item appeared in the 
current edition of City Tattersalls 
magazine, a publication put out by 
Australia's racing fraternity: 





A Big Thanks to our country and city 
colleaques who contributed so generously 
when the hat was passed around for one of 
our deceased members who had not been 
enjoying the best of luck recently 












luck can be... ? 

€ AN anonymous reader sends a 
snapshot of Lahore's latest fast-food 
establishment: 





Another anonymous reader in In- 
donesia sends a picture of another 
fast-food restaurant he spotted in 
Surabaya's People’s Amusement 
Park. The child's face is particularly 
loathsome in appearance — and I'm 
not sure whether the President of the 
United States will be flattered 





One wonders how hard a member's | 
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The US watches to see how the returning Kim Dae Jung is treated 


By Shim Jae Hoon in Seoul 


f South Korean opposition politi- 

cian Kim Dae Jung keeps his word 

and returns home on 8 February, 
ending his two-year exile in the United 
States, he is unlikely to be greeted at 
the airport by thousands of cheering 
supporters. 

Anxious to prevent him from looking 


~ like an old warrior making a triumphal 
return, the government of President 


Chun Doo Hwan, according to official 


' sources, will treat his arrival with a 


minimum of publicity. A little more 
than a week before his scheduled 
homecoming the South Korean press 
had not been allowed to report his busy 
activities in the United States, where 
he has been giving last-minute news 
conferences, making speeches and is- 
Suing statements 

The mood here sharply contrasts 
with the effusive welcome prepara- 
tions that preceded the tragic return of 
another renowned Asian political exile 
from the US — that of the late Philip- 
pine senator Benigno Aquino, shot 


- dead on the tarmac of Manila airport 


as he stepped from his aircraft in Au- 
gust 1983. 

The difference says a lot about the 
political situation in the two countries. 


While the Philippines at the time of | 


| 

















A hushed homecoming 


chuckled one relaxed foreign diplomat 
in Seoul. 

Despite these disclaimers, Kim's 
parallel with the Philippine political 
martyr is inescapable. Years of perse- 
cution and imprisonment — several 


times under Park and the last time 


| under Chun — have left him a potent 


Aquino's decision to return from exile | 


teetered on the brink of a serious 
domestic upheaval, Seoul nowadays 
remains calm, despite sporadic student 


demonstrations designed to agitate a | 
boycott of the 12 February general 


elections. Officials say serious cam- 
pus unrest in support of Kim is not ex- 
pected until the new semester begins in 
March — and even then, only if he is re- 
imprisoned. Opposition leaders who 
were once close to Kim and are aware 
of his return are reluctant to go to the 
airport and thus jeopardise 
chance in the election. Those who are 
prepared to do so will most likely be 
placed under house arrest on the day 
he returns. 

Many here reject the notion that Kim 
is a Korean Aquino, pointing out that 
President Ferdinand Marcos the 
man Aquino had struggled against — 
was still in power when Aquino was 


their | 





slain. In South Korea, the man under | 
whom Kim was tormented for nearly | 


two decades, the authoritarian presi- 
dent Park Chung Hee, is gone, himself 
a victim of assassination by his most 
trusted police chief. “The only thing 
Aquino and Kim have in common is 
that they both went to Harvard,” 


symbol of dissent and a strong rallying 
point for those seeking political 
liberalisation here. 

His kidnapping from Tokyo during a 








Kim Dae Jung; Aquino: an inescapable parallel. 





previous term of exile by agents of the 
Park government projected his image 
around the world. Now, with the mem- 
ory of Aquino’s assassination still 
fresh in the minds of many, he plans a 
precarious and uncertain comeback. 





Like the ill-fated Philippine senator, 
he will be literally gate-crashing home, 
against the government's expressed 
wishes. 

Negotiations over terms for his re- 
turn have not been a success. In 


KIM AND THE KOREAN 
KIDNAPPING CAPER 


n the 1971 presidential election in | 
South Korea, Kim Dae Jung came | 
within a whisker of defeating incum- 
bent Park Chung Hee despite all the 
weight and influence of the regime. It 
badly frightened the authoritarian 


| Park and his clique and Kim became a 


marked man. 

The next year, while Kim was on a 
visit to Japan, Park declared martial | 
law, removing protection of civil liber- 
ties, and Kim decided he would not re- 
turn home under these conditions, and | 
was allowed to stay in Tokyo. 

On 8 August 1973, five men, heard to 
speak Korean, kidnapped Kim from a | 
Tokyo hotel. He was smuggled out of 


he was released — bruised and blind- 
folded — in front of his own home in 
Seoul five days after he disappeared. 


| 
| 
| 
Japan and back to South Korea, where 


The Park authorities promptly put him 
under house arrest, but a storm broke 
over them when the Japanese press and 
officials started expressing their shock- 
ed reaction to what was seen as an open 
challenge to Japanese sovereignty and 
a breach of acceptable behaviour. 

At first the Seoul government, appa- 
rently thinking it could ignore the 
reaction, claimed it had had nothing to 
do with Kim's seizure. This did not 
satisfy Japan, especially when Tokyo 
claimed that the South Korean au- 
thorities would not even cooperate 
with them in an investigation. Japan- 
ese anger rose to such a pitch that not 
only were diplomatic relations in 
danger, but so were vast amounts of fi- 
nancial aid and loans for which the 
Park government was hoping. 

The seriousness of Japanese threats 
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November, he notified the South Ko- 


rean Embassy in Washington that he | 

| 
i ; | 
countries before returning. He asked | 


would like to visit several European 


that his passport, effective only for a 


round trip between South Korea and | 


the US, be stamped to make an ex- 
tended trip to Europe legally possible. 
Unless his conditions were met, he told 
South Korean Embassy officials, he 
would not delay his arrival until 
March, as originally promised. 

The delicate, behind-the-scenes bar- 
gaining collapsed when officials in 
Seoul saw that as a “classic Kim Dae 
Jung ploy,” meaning it was a move cal- 
culated to give Chun no choice but to 





accept his demand. It confronted Seoul | 
with having to make a difficult choice | 


— of allowing Kim to tour Europe and 
countenance wider criticisms of 
Chun's policy abroad or of seeing him 
come home abruptly just before the 12 
February voting, which is to be seen as 
a mid-term vote of confidence in 
Chun's leadership. 

Shortly after breakdown of the sec- 
ret negotiation in mid-December (Kim 
set the deadline of 15 December on his 
demand), sources here said, the gov- 
ernment again asked Kim to delay his 
return, worried apparently that his ar- 
rival in the midst of a heated election 
campaign could swing votes, espe- 


Park: denial and admission. 


in the end forced then South Korean 
prime minister Kim Jong Pil to send a 
letter to his Japanese counterpart, 
Kakuei Tanaka, apologising and ad- 
mitting the culpability of the Korean 
Central Intelligence Agency in the kid- 
napping. On 3 November, he had to 
suffer even more humiliation when he 
made a personal apology to Japan in 
Tokyo. Tanaka then declared the mat- 
ter settled, though a police investiga- 
tion would still be pursued. 

Kim Dae Jung played his part in 
healing the wounds by issuing a state- 
ment saying he had decided to quit 
polities and would go to the United 





| 








! 
| 


cially in the region of Kim's native pro- 
vince of Cholla, prominent for its anti- 
government mood. Kim is said to have 
refused, insisting that, in turn, he had 
no choice but to carry out his promise 
"I am coming home to join my people's 
struggle for democracy," he told a 
farewell rally in Los Angeles on 18 
January. "I have sent a message to our 
young people that I support a non-vio- 
lent struggle for our democratic 
rights.” 

The government feels it has been 
pushed into a corner, and a senior offi- 
cial here angrily declared it would 


Reagan and Chun: sources of tension. 





* 


stand up to the “challenge,” even atthe 
cost of sending him back to prison on 
sedition charges for which he was sen- 
tenced at first to death, later com- 
muted to 20 years. More than 17 years 
of that term still remains unfinished, 


States to study at Harvard for a year. 
The Seoul government then freed him 
from all restrictions, but Kim denied 
his release was the result of any “deal.” 
Officially, the Japanese Government 
is taking a hands-off policy on Kim's 
return, saying it is “purely an internal 
matter between Kim and the South 
Korean Government.” Thus when he 
makes an overnight stopover in Tokyo, 
Kim is unlikely to be greeted by 
any government official. However, it 
is likely he could be greeted and 
seen by leaders from Japan's major po- 
litical parties, including the Socialists 
and Democratic Socialists who played 
up his kidnapping as a political issue. 
Nor would the Japanese police au- 
thorities be likely to take a high profile 
on the matter, though they have been 
investigating his case. Originally, 
police sources in Tokyo had said they 
would like to see him to fill up the 
last few gaps in the results of their in- 
vestigation. Now, it seems they are 
backing off, concerned that to do so 
would have political implications. 
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since Kim was allowed to go to the US 
under a suspended sentence two years 
ago. The government's official position 
has been that he will be "dealt with ae- 


cording to the law taken to mean 
the suspension will be revoked on his 
return 

he government is also furious 


because he is threatening to stir up 
student unrests as part of his cam- 
paign to put pressure on it. In speeches 
in the US, he has repeatedly hammered 


home the theme that unless student de- 
mands for democracy are heard, it 
could lead to more 
radical challenges, 
namelv a rising tide 
of anti-Americanism 
Once home, he has 
vowed to lead what 


he calls a non-violent 
struggle on a nation- 
wide scale to press 
the government 
agreeing to demo- 
cratisation. What 
Kim in effect is doing 
is to threaten re- 
newed social and po- 
litical unrests here," 
complained a leading 
official of the ruling 


for 





party 
There are other 
: sources of tension, 


including his persistent attempts to 
enlist US support behind his cause, 
During the past two years in the US, 
the eloquent politician has cam- 
paigned untiringly to have the admin- 
istration of US President Ronald 
Reagan put pressure on Chun to relax 


his control. However, with Heagan 
firmly set to back Chun and goad him 
towards an evolutional political 
development rather than harshly 


criticising his human-rights and other 
restrictions, Kim has found it difficult 


to get his message across to the State 
Departmen! 

What appeared to be last-minute 
negotiation was under way between 
US Ambassador Richard Walker and 


Foreign Minister Lee Won Kyung 
over Kim's case. Apparently, the US 


was asking Chun not to re-imprison 


Kim, thus provoking a serious politi- 
cal crisis. If that happened, the 
Reagan administration would with- 
draw its invitation for Chun visit 
Washington in April, a pressure which 
was expected to be effective sinet 
Chun, to consolidate his political sta- 
bility following Kim's return, is in dire 
need of a boost to his prestige. How- 


ever. it seems likely that the US would 


so along with house arrest, and that 
seemed to be Walker's message to Lee 
A few weeks before he was to leave 


the US, several department officials 
declined a lunch invitation from Kim, 
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him. Apparently, tha was P ened to | mai atte . bu t mc W 34 RT Rae es feck ; and: Kim 
$ keep their distance from the man, to 
- indicate that though the US stood be- 
hind his general platform of more poli- 
tical democracy for South Korea, they 
did not necessarily support Kim. 
— “They [State Department officials] are 
— just reluctant to undertake such a role 

as active partisan supporter of his 
| cause,' ' diplomatic sources said, indi- 








^ oh home. 


n one thing, however, the US 
stood clear and firm — mindful 
of the tragedy that befell 
— Aquino, it has asked for Seoul's assur- 
| ance that Kim's return be trouble-free. 
| “We've reasonable assurance that no- 
. thing untoward will happen when Kim 
_ arrives," said a diplomatic source, ap- 
_ pearing comfortable in that assurance. 
— Tn fact, what worries US officials here 
- more is not the prospect of a repeat of 
-Manila's tragedy, but a diplomatic 
furore resulting from a possible refusal 
— by South Korean officials to allow 
- American members of Kim's entourage 
— to enter the country at Seoul's Kimpo 
— Airport. 
- 1f Kim feels morally boosted by their 
? presence, 


it hardly draws any sym- 
pathetic response from the Seoul gov- 
_ ernment. Indeed, the news has put even 


E - his own supporters on the defensive. 
- “This sort of behaviour is a caricature 
— — of himself," Kim Yong Jak, one of the 
intellectuals who support the ruling 
_ party, noted acidly. The sight of Kim 
— walking down the ramp from the US 
- aircraft (he and his entourage will be 
— arriving on a Northwest Airlines 
flight) surrounded by these foreign 
notables offends South Koreans’ 
= nationalistic pride. His face turning 
tense at the mere mention of this 
— foreign factor, Lee Chin Hi, the chief 
enmen spokesman, recently told 
oreign correspondents in Seoul: “We 
— are a nation of five millenia of history, 
-. with our own tradition, custom and 
sensibility. We are not a nation of sav- 
— ages...this [Kim bringing his foreign 
- supporters] is an insult to our coun- 
try.” 

And as much as they share Kim's 
concern for safety and the need to dis- 
play strong overseas support, this dis- 
dain for foreign interference strikes à 
chord with many young dissidents 
here, who tend to be more nationalistic 
than their elders. And not a few intel- 
 ]ectual critics. were mortified by 

charges of sadaechuui that they 
thought would inevitably arise from 
this development. Literally meaning 

"serving the big power" but used 

pejoratively here to describe “fawning 

on foreigners," the word was used ef- 
| fectively in the past by the Park gov- 
—  ernment to fight former US president 
Jimmy Carter's human-rights policy. 
A member of Seoul's underground dis- 
sident community commented: "Many 


-— 


st com mr ae people i rill 
receive a distorted picture. 
Nonetheless, Kim apait Sam, Kim's 
one-time rival now under house arrest 
and sharing the leadership with him in 
absentia of the dissident-oriented 
Consultative Committee for the Pro- 
motion of Democracy, believes his re- 
turn will provide a turning point in 
their broad, long-term political offen- 
sive against Chun. “I welcome his 
courageous decision to return to this 
country [which is the main] arena for 
the struggle for democracy ... I would 
step up the struggle with him," he said 
in a statement. 

Given the grip of the government's 
fairly stable political control on most 
of the country, those were brave but 
uncertain words. Dissent is largely 
confined to Seoul, with its many stu- 
dents and Christian activists. At the 
same time Chun has effectively man- 
aged the economy, which achieved 
another 7.5% growth last year — again 
setting him apart from Marcos in the 
Philippines. With both the Kims under 
some form of custody — Young Sam 
under house arrest and Dae Jung 
placed in some sort of para-detention, 
if not in prison — their short-term ef- 
fectiveness appears unrealistic, bar- 
ring any serious misjudgment by Chun 
of the public's mood. 

The two men remain immensely 
popular in their native constituencies 


The other Kim 
stands waiting 
in the wings 


ox of the key opposition figures 
awaiting the return of Kim Dae 
Jung in Seoul is Kim Young Sam, 57- 
year-old former president of the out- 
lawed New Democratic Party (NDP). 
Silver-haired and round-faced, the 
second Kim is often referred to by the 
press as "Y. S." to differentiate him 
PR the former presidential candi- 
ate. 


cession of political leaders under late | 
president Park Chung Hee, Young Sam | 


was Dae Jung's bitter political rival 
and lost to him the contest in 1971 for 
the NDP's presidential candidate. 
Later, they united in the first years of 
President Chun Doo Hwan's regime to 
oppose him. 

The son of a rich fishing magnate, 
Young Sam is known for much more 
moderate views than Dae Jung. He ran 
into trouble among dissidents last 
summer shortly after he called for a 
dialogue with Chun to move the coun- 
try to a gradual phase of democratic 
reforms. When it comes to the funda- 
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“Young Sam is from Pusan — but it has 


been widely held that thev owe their 
stature not so much to grassroots sup- 
port as to mindless repression by Park 
in his twilight years. It was Park's dic- 
tatorship which helped generate so 
much support for Kim Dae Jung in the 
1971 presidential election in which he 
won 46% of votes. And his image as an 
international figure was provided for 
him by Park with the 1973 kidnapping. 


nd yet, supporters of the two 
Ac are convinced each could 
win an overwhelming mandate 
in free election, despite the fact that 
their uncompromising rivalry in 1971 
and again in 1980 seriously crippled 
the whole opposition movement. Un- 
certainty brought on by their differ- 
ences helped Chun to mount his politi- 
cal blitz and seize power. 
Since then, both men have been 
criticised for overestimating the aver- 

















Kim Young Sam: more-moderate views. 


mental issue of restoration of democ- 
racy, however, he and Dae Jung stand 
together. 

The two men share the leadership 
of  dissident-oriented Consultative 
Committee for the Promotion of 


. Democracy, the main vehicle which 
Hailing from south Kyongsang pro- | 
vince, a region which produced a suc- — 





the two want to use to start a nation- 
wide civil disobedience movement 
against Chun. Young Sam lacks Dae 
Jung's charisma and is viewed to be 
much less dangerous by institutional 
power-brokers such as the military 
and big business. 

While Dae Jung's early association 
with leftist politics is viewed with 
some alarm, Young Sam's ideologi- 
cal credentials have hardly been 
questioned. His mother was assassi- 
nated by a North Korean agent in the 
1950s. 

Whether the two Kims can work to- 
gether now will be the focus of the na- 
tion's political attention. 


— SHIM JAE HOON 
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fight for the democratic cause and be- 
littling the critical role the military es- 
tablishment and big business groups 
here play in propping up a regime. And 
it is these two sectors that firmly reject 
them, in particular Kim Dae Jung, 
whom they regard as a dangerous radi- 
cal proposing cuts in the military 
budget and championing a free labour 
movement. As long as these institu- 
tional power-brokers continue insist- 
ing that security against North Korea 
takes precedence over democracy, the 
two Kims' chances of gaining the pres- 
idency will remain tenuous. 

The question thus seems to be whe- 
ther Chun will repeat Park's blunders 
by snatching Kim Dae Jung from the 
aircraft and carting him off to prison. 
That could cause a new flare-up among 
students, eagerly awaiting the arrival 
of warmer weather — the country 
being still gripped in sub-zero tem- 
peratures — to start demonstrations. 
Moving against Kim too harshly now 
could also reopen the wounds from the 
bloody uprising staged by citizens of 
the Cholla city of Kwangju in the sum- 
mer of 1980. Among other effects, it 
would certainly drive opposition mod- 
erates who want gradual reform to 
close ranks with the hardliners. “To do 
anything so drastic [such as re-impri- 
soning Kim at once] would court disas- 
ter,” one dissident writer predicted, 
saying it would propel him to a new 
height of martyrdom and importance. 

The alternative policy sought by the 
government could conceivably be that 
of isolation and oblivion: keeping Kim 
out of public view as long as possible, 
to prevent his influence from growing, 
until such a time when Chun feels com- 
fortable to deal with him, free from the 
fear of Kim's potential power. That 
could be the beginning of dialogue be- 
tween the two sides not im- 
mediately, because he is still in the 
shadow of the 20-year sentence, some 
opposition sources say — but eventual- 
ly. 

The government will be watching in- 
tently for signs of moderation on 
Kim's part shortly after his return. If 
he maintains his cockiness and mili- 
tancy, that could irreversibly move 
Chun and his military backers to react 
with harsh measures. If he refrains 
from adopting a high profile, observers 
believe, Chun might be mollified. 

This seems to be what the US, which 


has some 40,000 troops here and has à | 


vital interest in maintaining stability 
under Chun, may also be seeking. 
"Kim is a Korean returning to Korea," 
said a US diplomat, anxious to put 
some distance between Kim and his 
government. At the same time, how- 
ever, he underlined the US interest in 
seeing the two sides keeping open the 
channel of dialogue, "between Kim 
and the government, not between Kim 
and us." If the dialogue successfully 
got off, it could also spare Chun from 
_ producing anew Korean martyr. D 
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By Nayan Chanda in Washington 


nited States-South Korean rela- 
tions, which reached a crisis point 







over the trial and death sentence of op- | 


position politician Kim Dae Jung in 
1980 and began a climb back to cor- 
diality following the commuting of 
that sentence the following year, are 
again facing a test. But given the solid 
security ties between the two countries 
and the pragmatic approach of the ad- 
ministration of US President Ronald 
Reagan, the test is not expected to blow 

up into à crisis. 

Paradoxically, the US support for 


Kim is actually directed towards sup- | 


porting the regime of President Chun 
Doo Hwan and trying to guide it away 
from any confrontion which could 


ay 


Pro- and anti-Chun factions clash in Los Angeles: bargaining. " 





for Chun's sake 


the US and quiet counsel from Wash- 
ington. Depending on how Kim hane 
dles himself, the sources now see house 
arrest or even a period of liberty as à 


| greater possibility than imprisonment. 


While Kim's declared intention to go 
home has been a subject of US-South 
Korean diplomatic exchanges since 
last September, the issue came to à 
head when, on 22 January, Choi Chang 
Yoon — Chun's secretary for political 
affairs — told a newspaper that Kim 
would be imprisoned asa "revolution- 
ary" if hereturned to South Korea, The 
State Department publicly responded 
on 23 January with a cautious state- 
ment about its hope that Kim's return 
"will be trouble-free." Officials pri- 
vately explained that 
their definition of 
trouble included “ar- 
rest or worse.” 

The State Depart- 
ment spokesman said: 
“During the past year, 
we have welcomed 
steps taken by the 
[South] Korean Gov- 
ernment to promote 
political progress and 
greater respect for 
human rights. We hope 
that such progress will 
continue. It is particu- 
larly in this context 
that we hope that 
Kim's return will be — 
and I repeat the phrase 
— trouble-free.” In an 
ironic coincidence, the 
day this statement was 
made Kim was ad- 


undermine its strength and prestige. | dressing a closed-door meeting of the 


US officials hope that quiet diplomacy 
will persuade Seoul not to let the fate 
of Kim re-emerge as a major irritant in 
the important strategic relationship. 
While preparing to receive a state 
visit by Chun in the near future, the US 
Government has firmly told Seoul 
about the adverse effects of harsh 
treatment of Kim when he returns 
home. The fact that Seoul swiftly 
backed away from its original threat of 


| 
| 





arresting Kim on arrival is being | 


greeted with cautious optimism in 
Washington. 

"What we are seeing is the beginning 
of a bargaining process and it may con- 
tinue until Kim meets the Korean offi- 
cials at Seoul airport," said one know- 
ledgeable source. He implied that the 
bargaining was as much between the 
Seoul government and Kim as it was 
with the US Government. Sources be- 





lieve theiSouth Korean Government | 
has dropped its threat to arrest Kim as | 


a result of the strong public reaction in 


State Department employees "Open 
Forum," calling on the US to replace 
its “quiet diplomacy” with that of a 
public advocacy and support for demo- 
cracy and human rights in South Korea. 


he next day the South Korean Em- 

bassy in Washington issued a state- 
ment disavowing Choi's remarks, 
which, it said, "were strictlv his per- 
sonal views and do not relate to the po- 
sition of the [South] Korean Govern- 
ment in any manner." The State De- 


| partment immediately welcomed the 


clarification. 

However, in its public response the 
US has been careful not to endorse 
Kim in any way. In August 1973, when 
Kim was kidnapped back to South 
Korea from Tokyo, the State Depart- 
ment had expressed its concern for 
Kim's safety. He was termed a "re- 
spected political leader and a friend of 


the United States.” An official 
explained the decision this time not to 
39 
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] central government in May 1980, op- 
position leader Kim Dae Jung is sel- 


dom addressed by the common hon- | 






use such language i in publi c stat 
by the fact that the situation 


—— warrant it. Privately, officials express 


high regard for Kim's commitment to 
the cause of democracy and his per- 
sonal courage. They are doubtful, how- 
ever, about what practical results he 
can achieve. 

Some even point to the danger of a 


- backsliding in democratisation as a re- 
- sult of the passion that could be un- 
— leashed by Kim's arrest and resultant 


government repression. There is fear 
that, whether Kim is arrested or is al- 
lowed to remain free and politically 
active, his return could provide grist to 
the mill of anti-Chun student activists 
and set in motion another cycle of agi- 


- tation and repression. One indication 
—of Washington's desire to maintain 


some distance from Kim is that unlike 


- most Filipino opposition leaders visit- 
- ing Washington he was not granted a 


meeting with a senior policy official 
such as Undersecretary of State for Po- 


[- litical Affairs Michael Armacost. 


While maintaining a low profile on 


— Kim, the US has made a strong plea to 
— Chun to act with moderation for the 


The local hero who can 
only deliver a dream 


By Shim Jae Hoon in Kwangju 


n this city of 800,000 people, many 
of whom took up arms against the 


orific of "ssi" or "mister." A much 


more reverential term of “sonsaeng” or 


"teacher" is used, reflecting the com- 


—munity's universal affection or respect 
for this local man whom the govern- 


ment in Seoul considers a dangerous 
rabble-rouser. 

This wide gap in perception is at 
least partly a product of history. 


- Throughout the Yi dynasty which 


lasted for some 500 years until it for- 


— mally closed in 1910, the people of the 


province of Cholla — Kwangju is its 


capital — were extensively discrimi- 
nated against, being excluded from 


major government jobs, and often 


made unwilling hosts to penal exiles 


sent down from the royal court. Pre- 
judices against Cholla strengthened 
after its people — predominantly 
farmers — revolted against economic 
exploitation in the 1890s, and chal- 
lenged the dynastic authorities. 

To many Kwangju citizens, there- 
fore, Kim, is a local hero challenging 
the Seoul authorities. Even in casual 
conversations, intellectuals as well as 
common people constantly refer to the 
“han” or “grudge” they hold against 
people from the rest of the nation. The 
late president Park Chung Hee exacer- 
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its own international imag 
some internal debate over whether to 
keep the date of his visit open as a lever 
on Seoul, the US has finalised the date 
for Chun's state visit in April. Offi- 
cials now hope Seoul’s handling of 
Kim will not result in political turmoil 
in South Korea and cloud the atmos- 
phere of the visit. One week before 
Chun's first visit to Washington in 
January 1981, Kim's death sentence 
was commuted to 20 years’ jail, It 
would be a setback to the relationship 
if, on the eve of his second trip, Chun 
were to start Kim serving the rest of his 
jail term. 








ccording to US sources the pleading 

to Seoul has not only touched on 
the immediate consequences, but also 
possible long-term effect of a snowball- 
ing human-rights issue on the con- 
gressional approval for arms sales to 
South Korea. “The fact is,” said one 
source, “that Kim is a well-known fig- 
ure in the United States and is well re- 
garded. Putting him in jail would in- 
vite congressional and media attention 


bated those feelings by concentrating 
most of his industrial projects in the 


rival Kyongsang province, where he 


was born. 
Regardless of repeated denials by 


| the government, now they see Presi- 


dent Chun Doo Hwan basically con- 


| tinuing that tradition of localism. Like 


Park, Chun is from the neighbouring 
Kyongsang province. But to win the 
hearts and minds of people of Cholla — 


| and to make them forget about the 
Kwangju uprising that erupted in the | 





course of his power takeover — his 
government has gone to extremes to 
award the city many new projects, in- 
cluding a big new children’s park and 


| apartment blocks. Outside it, a new in- 
dustrial complex has been targetted, 


for big companies such as Gold Star 
and Daewoo to move in and provide 
jobs with their electronics factories. 


tional leader with far-sighted views," 
said Hong Nam Sun, a 72-year-old 
lawyer who survived a 19-month im- 
prisonment following the bloody up- 


| rising in Kwangju which killed nearly 





200 people and injured several 


hundred others five years ago. 


sequently released from prison and 
none of the five originally sentenced to 
death for their leading roles were 
hanged, resentment still runs deep. 
And Kim — and no one else — is the 


Al- | 
though all its participants were sub- | 
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Chun.” "The decision | by a Democratic 
congressman and several prominent 
personalities to accompany Kim to 
Seoul also could create a potentially 
embarrassing situation for both 
Reagan and Chun in the event of Kim's 
arrest. 

While privately arguing for leaving 
Kim free, US officials have reportedly 
pointed to the serious effect a political 
turmoil or human-rights violation 


charges would have on South Korea's 





















Militants arrested, May 1980: waiting. "'^'^* v™ 


embodiment of that resentment. In 
contrast, no one here pays any atten- 
tion to Kim Young Sam, the second- 
best known dissident leader, because 
he is from rival Kyongsang province. 
B: of a news blackout, ordi- 
nary citizens have no idea if or 
when Kim is coming home. The news is 
spreading around the city by word of 
mouth, but many doubt if it could pro- 
duce any significant impact unless a 


dramatic event — such as his rejailing 
— occurs. "We know he's coming 


| back, but people here no longer think it 
"Kim Dae Jung sonsaeng is a na- | 


will change the world," said a Roman 
Catholic source, who asked not to be 
identified. The city's conservative 
leaders, such as businessmen and 
bureaucrats, say the “reaction to his 
return will be more psychological than 
physical,” meaning there will be no 
noisy demonstrations to greet his re- 
turn. Nor is that likely to happen, given 
the tight security the city is under most 
of the time. 

But his numerous committed sup- 
porters — spread widely and deep — 
remain tense and ready. “We await 





1c ing as it [On oe ed 
Sine There t also fear that picco 
cal instability in South Korea could 
further hamper the  North-South 
dialogue and affect the tentative be- 
ginning of detente with China. While 
the US officials dismiss South Korean 
claims that Kim is a communist agent 
as *rubbish" and do not see North Ko- 
rean President Kim Il Sung as being 
particularly solicitous of his well- 
being, Kim's incarceration and resul- 
tant street demonstrations could pro- 
vide North Korea with another pretext 
for shelving the dialogue with the 
South. 

It is not that Chun himself could not 
see the consequences, but will he in the 
end act with circumspection? Wash- 
ington is cautiously optimistic. “South 
Korea has grown so much that the idea 
of buckling under international pres- 
sure must be distasteful,” said a 
source, “but because of what is at stake 
it may in the end take a rational 
course.” Whatever Chun does with 
Kim will be a test for Reagan's quiet 
diplomacy. oO 
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with real democracy' 


By Robert Manning in Washington 


Gng in his modest office in the 
Washington suburb of Springfield, 
Virginia, impeccably dressed in a grey 
pin-striped suit, Kim Dae Jung hardly 
evokes the Seoul government's recent 
description of him as “a revolution- 
ary.” 

“Of course they want to portray me 
as a dangerous radical so they can jus- 
tify arresting me,” he said. 

Kim hopes that the support he has 
mobilised in the US from prominent 
Americans such as former secretary of 
state Edmund Muskie and 64 con- 
gressmen who sent a clemency plea to 
South Korean President Chun Doo 
Hwan will help deter the Seoul govern- 
ment from imprisoning him. Kim also 
cites Chun’s impending visit to Wash- 
ington and Seoul's hosting of the 1986 
Asian Games and 1988 Olympics as 
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him like a thirsty man for water," said 
a campus activist who went to jail for 
taking part in the uprising. The wed- 
ding on 25 January of one of the upris- 
ing’s participants attracted several 
hundred guests, all of whom sprang to 
their feet and sang The Song of May — 
their anthem — at the start of the cere- 
mony. It was a telling example of a long 
memory. 

But dissident sources say their show 


Yonsei students remember Kwangju, 
May 1984: watching. 


of support in the city for Kim on his re- 
turn to Seoul will be largely passive, 
such as prayer meetings and welcome 
statements. "Campus mood in the 
spring will be one octave higher," said 
a student, explaining that the impact 
will be long term rather than im- 
mediate. Some students said if they 
showed too much support for Kim 








now, it would induce a nervous gov- 
ernment to react by cracking down on 
all dissent. Most dissidents are thus in 
a mood of “keenly watching what the 
government will do [with Kim]. " 

Otherwise, Kwangju is living up to 
its reputation as a city of big spenders 
and trendsetters. In the early evening, 
hundreds of neatly dressed young boys 
and girls stand on the streets in 
Chungjang district with its many 
boutiques, record and bookshops, eat- 
ing doughnuts and chatting. Adults are 
preoccupied by which of the city's 10 
candidates running for its four seats in 
the coming 12 February election will 
get the most votes. In the first election 
under Chun in 1981, the highest and 
second highest number of votes went to 
government candidates — a result 
which caused dissidents some embar- 
rassment. “We'll never be able to raise 
our heads if that happened again," 
commented a church figure, recalling 
the impression this made on other 
cities. 

Under the current electoral system, 


| asit hason [President Ferdinand] Mar- 


however, that could very well be the | 


case again. One district elects two de- 
puties, and for each of Chun's two can- 
didates, there are five from the opposi- 
tion, each from a different party. While 
the single government candidate can 
win votes by delivering new civic pro- 
jects in his constituency — improved 


| intervene or to restore democracy for 


water supply, a new bus route and so | 


on — his opponents, severely divided, 
have to fight over the rest of the votes. 
And their best platform is to campaign 
on their close association with Kim, 
the city's symbolic hero. Since Kim is 
hardly in a position to deliver anything 
but a dream, no one doubts Kwangju 
voters will again turn pragmatic. 
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factors in South Korea's quest Tor 
global respectability that may prev 
harsh measures against him. 

Other extracts from an interview 
with the REVIEW: 


Unlike the administration of former 
US president Jimmy Carter, President 
Ronald Reagan’s government has 
placed less emphasis on promoting 
human rights and more on quiet diplo- 
macy with US allies. What is your view 
of Reagan's human-rights policies? 
The Carter administration’s strong 
human-rights policy failed to stop 
Chun's coup. On the other hand, ~ 
Reagan succeeded in saving my life 
when the Chun government was eager — 
to kill me. [Chun commuted Kim's 
death sentence to a 20-vear jail term 10-4 
days before he was due to visit Wash- ^ 
ington in 1981 | add 
Reagan also pleaded with Seoul to - 
release people from prison in Sep- 
tember 1982, and a year later, when 
Reagan went to Seoul in November a 
1983, he spoke before the national a 
sembly and advocated human rights 
and democracy. This is good, but he 
policy is not a success. Chun has A 
made structural changes, only cosme= 
tic changes. 1 
Only when there is structural 
change, especially to guarantee free- 
dom of speech, a fair election system ^ 
and local autonomy — the require- 
ments of democracy — can we say 
there is real development towards - 
democracy. 
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Do you think your return will spur a 
resurgence of democratic forces in 
South Korea as Benigno Aquino’s re- 
turn — and assassination — did in the 
Philippines? 

The crisis in South Korea is not yet 
as severe as in the Philippines, and E 
don't see the US taking the same stance 


cos — distancing itself — though I hope ` 
it does so. We aren't asking America to 


us. We are only asking it to influence 
our people in support of democracy, ~ 
and see that it is not supporting dic- 
tatorships. We are also asking America 
to take responsibility for keeping the 
[South] Korean military neutral. { 


Some people say Kim Dae Jung's time 
is past, that history has passed you by. 
People are getting rich in South Korea 
and do not care about politics. What is 
your response to this? 

Yes [with a laugh] they say Kim Dae  . 
Jung is passé. I don't mind that. I don't 


| know how much I'm supported by our 


people because. there is no way of 
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' bankrupt within a year. But this is not 


measuring public opinion, no real free- 
dom of speech or of election. But when 
I see the government attitude towards 
me, I must believe I have strong sup- 
port. If I didn’t have such support, why 
tell the South Korean media not to re- 
port about me, and why are they afraid 
of my return? 


What is your vision of South Korea 
aside from basic democratic rights? 

We are seeking, if I can simplify it, 
Western-style democracy and a free- 
market system. Also, we would allow 
rights for workers, farmers and con- 
sumers. We seek a very prudent social- 
security system. We attach much im- 
portance to national security, and op- 
pose communism. We will seek a very 
healthy, prudent reunification pro- 
cess. 


How would you respond to those who 
argue that South Korea is one of the 
world’s great economic success stories 
and that the authoritarian culture is 
partly responsible for its success and 
hence must be judged in its Asian con- 
text and that Western 
values should not be ex- 
ported? 

I realise that the 
South Korean people 
have demonstrated their 
ability to realise econo- 
mic modernisation. But 
if the government has 
succeeded in develop- 
ment of the economy, 
there is no systematic 
development of demo- 
cracy. Japan and West 
Germany have succeed- 
ed much more brilliant- 
ly under democratic systems than 
under suppressed systems before 
World War II. 

Why should democracy be an obstacle 
to real economic growth? America has 
demonstrated how much democracy is 
good for economic development. 


Why do you say that South Korea 
may become another Vietnam? There 
are no signs of an impending revolu- 
tion. 

You know, if there is no democracy, 
no hope, there'll be no hope of getting 
economic and social justice. There is a 
huge concentration of wealth in the 
hands of a few business tycoons. In 
South Korea, only 30 companies domi- 
nate 73% of our gross national pro- 
duct, and they get 48% of bank loans. 
On the other hand, 59% of our labour- 
ers are suffering from low wages — far 
below their living costs. 

Farmers’ debts increased 67% in 
1983 from the previous year. So the 
more the South Korean economy 
grows, the greater people's disaffec- 
tion. 

Any businessman, if he can get gov- 
ernment support, can be a tycoon in 
two or three years, but if a company 
loses government favour, it will be 
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the worst problem. The worst problem 
is that our people don't have ways to 
solve these things peacefully — the 
media, courts and assembly are all 
rubber stamps. 


Can you unite with people like Lee 
Chul Sung [former leader of the now- 
disbanded New Democratic Party who 
has had his political rights restored by 
the Chun government]? 

He has not been very strong in dedi- 
cating himself to restoring democracy, 
he has cooperated with the govern- 
ment under [late president] Park 
[Chung Hee] and Chun, and that is the 
basic difference between us. But I like 
him and think he is a good man, soI am 
eager to have a dialogue with him and 
make a joint effort to restore democ- 
racy. I think we have good prospects 
for unity. If they put me in jail, this will 
anger the people and they will protest 
and it will strengthen the opposition. 


On foreign policy, what is your view on 
North-South talks and what should 
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South Korea's basis orientation be? 
I support continuing dialogue be- 
tween the North and South, and expect 
to see some limited progress from this. 
Such dialogue should help to reduce 
tension. The first condition for 
dialogue is that North Korea must re- 
gard South Korea as an equal partner. 
Secondly, any dialogue must be sup- 
ported by the four surrounding powers 
— the US, the Soviet Union, China and 
Japan. Without these conditions, we 
cannot expect any real dialogue. My 


fundamental position isthis: withouta | 


democratic government in the South 
we can never expect to realise perma- 
nent peace on the Korean peninsula. 
As long as there is a dictatorial govern- 
ment that doesn't enjoy the people's 
voluntary support, there will beno sta- 
bility in South Korea, and North Korea 
will not give up its ambition to com- 
munise South Korea. 


But what of the argument that the 
North is falling behind economically 
and facing a leadership transition 
problem, so Kim Il Sung may be tempt- 


ed out of desperation to invade? Does | 


the North care what type of anti-com- 
munist government is in the South? 
I don't deny that the North is not in 





m-—À —— e 


good shape economically, but nobody 
really knows because it is a closed 
country. Also, the North Korean peo- 
ple don't know how bad it is. They 
don't know the outside world and have 
been brainwashed for 40 years. But 
also there are some contradictions. 
China has made it clear that if South 
Korea invades the North, it will once 
again support the North. 

But if the North invades the South, 
China will not support it. And the 
Soviets also do not support an invasion 
by the North. Also if the North is so 
weak, how can it invade the South? Al- 
though the North has said it supports 
democracy in the South, I don't really 
think it does. Democracy in the South 
would be a serious threat to North 
Korea [under] dictatorial rule. 


What about the US military presence, 
and the presence of US tactical nuclear 
weapons in South Korea? 

At present, the South Korean 
Government is too weak to defend 
itself, so if the US were to withdraw 
there would be fear about our se- 
curity. - When 
Carter wanted to 
pull out without 
clear negotia- 
tions first with 
the North and a 
multilateral 
guarantee of 
peace on the Ko- 
rean peninsula, I 
was in jail and 
had my lawyer 
convey my oppo- 
sition to the US 
Embassy. We 
need US troops 
at the present 
time. 

But if there 
were a democra- 
tic government 
in the South, and 
that government became strong 
enough, then [the US] could withdraw 
[its] troops and maintain only a de- 
fence treaty with South Korea. The US 
and Japan must be our major allies. 
Even though I support the stationing of 
US troops in South Korea, I don't like 
nuclear weapons. If there are no 
nuclear weapons in the North, then I 
would ask the US to withdraw any 
kind of nuclear weapons from the 
South. 


|". d 


Would you favour a residual US pre- 
sence, such as an air base? 

That depends on the situation. If 
there is real peace with North Korea, 
guaranteed by the four powers, we 
would not.need the presence of any 
American troops. But if there is some 
problem with true peace on the Korean 
peninsula, we should not be in a hurry 
to withdraw American troops. It really 
depends on.how much North Korea is 
sincere and how much China and the 
Soviet Union cooperate. o 
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Jakarta aims to spread 
development’s benefits p 
throughout the nation , 





of West Sumatra, former police officer Pak Thamali- 

han expressed his satisfaction with the progress 
of the past 15 years. "Before the New Order, the cen- 
tral government gave us close to nothing. Now we have 
roads, schools, piped water; we produce 
cement, coal and hydropower," boasted 
the man who had served in the elite police 
mobile brigade in Java before joining the 
short-lived regionalist rebellion led by 
the Padang-based Revolutionary Gov- 
ernment of the Republic of Indonesia 
(PRRI) in the late 1950s. 

The Unitary State prevailed over PRRI 
and other regionalist rebellions but the re- 
gionalist grievances have not been entirely 
ignored. Almost everywhere in Indonesia's 
regions, there are not only new economic ac- 
tivities but also people who, like Thamali- 
han, have been around lóng enough not to 
take them for granted. To the jaded rich and 
the struggling poor of the cities, the New 
Order — which began in 1966 after an 
aborted communist coup and a massive anti- 
communist purge — may no longer seem that 


I: the village of Talawi, in the Indonesian province 
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new and the ubiquitous slogan, "Pembangunan" 
ment), may have lost much of its magic. But in the 


(develop- 
regions, 
where the pace of change is moderated by the distance from 
Jakarta, people still remember that real economic de- 
velopment for them began only after Repelita I, the 


first five-year instituted 
in 1969. 
Indeed, Indonesia's economic achieve- 
ments under President Suharto's New 
Order have reached the countryside. Con- 
sidering the urgent needs and superior 
political clout of the cities, difficulties of 
transport and communication, faltering 
bureaucracy, and the inclination of the mili 
tary-dominated central government to con- 
centrate power in Jakarta and guard against 
the return of any secessionist or ft deralist 
drift, economic progress has been shared ri 
markably evenly throughout the vast In 
donesian archipelago. The strongest evi- 
dence of this fact is found in the con- 
sistent growth of rice output over the pas! 
15 vears. 

3ut it is hardly time for complacence. Re- 
cent outbreaks of violence in Jakarta sug 


plan, was 
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gest that harmony and stability continue to elude the New 
Order regime. Despite its considerable successes — and 
sometimes because of them — traditional tensions between 
city and countryside, Java and outer islands, and pribumi 
(indigenous Indonesians) and non-pribumi (Chinese In- 
donesians and foreigners) may have risen. 


apid urbanisation continues but urban services can- 
not keep pace with the needs. To slow down the 
rural-urban migration, conditions in the coun- 
tryside must be improved further. Incidence of poverty 
dropped significantly, from nearly 60% in 1970 to 40% in 





1980, but it is still too high. According to latest estimates, 
underemployment stands at 26% of the labour force. And 
things are more likely to get tougher than to improve dur- 
- Ing the first years of Repelita IV (1984-1988). 

The government is aware of the challenges. It realises 
that, along with increased political participation, social 
_ harmony and defence capability, greater economic equity 
- ds a crucial ingredient of “national resilience" — an over- 
riding strategic concern. Thus Repelita IV lays great — 
_ perhaps unrealistic — stress on equity in regional develop- 
ment. The five-year plan also emphasises the importance of 
better coordination among disparate projects in the regions 
and argues that for this, the regional-development plan- 
ning bodies (Bappeda) must be strengthened. Finally, Re- 
- pelita IV promises that the so-called Inpres (or Presidential 
Instruction) funds, made available by the central govern- 
ment directly to provincial, district and village authorities, 
will continue flowing, thereby allowing these bodies to 
exercise local judgment on development planning. 

In a country of Indonesia's diversity, it is not easy to en- 
sure that the benefits of development are equitably distri- 
buted. Most regions can point to 
significant gains in economic output 
and social welfare over the past 15 
years but progress has been uneven. 
As a recent World Bank study pointed 
out, regions with higher per capita 
output in 1971 tended to grow faster 
than poorer regions during the 1970s. 
Most strikingly, development funds 
from aid donors were heavily concen- 
trated in resource-rich or already re- 
. latively industrialised areas. 

Against this background, Repelita 
IV places greater-emphasis on equity 
than did earlier five-year plans. “The 
goal of equity calls for efforts to syn- 
chronise the pace of development. in 
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governments will give special attention to isolated areas, 
less fertile areas, densely or sparsely populated areas, is- 
land areas, and other problem areas," the plan says. One 
major fear among some experts is that this emphasis on 
equity, at a time when government revenues cannot grow 
as rapidly as in the past, may spread resources too thinly 
and produce disappointing results. 

Experts hope that shortage of funds will be partly com- 
pensated for by better coordination. Coordination among 
government agencies — whether they are involved in sepa- 
rate projects in a given region or are together working on 
the same project — has been particularly lacking in In- 
donesia and the problem is worse the further away the pro- 
jects are from Jakarta. But the government has 
been making substantial investments in basic 
education and practical training for Bappeda of- 
ficials at both the provincial and district levels. 

Provincial Bappeda officials now have years of 
training behind them. Even some district Bap- 
peda officials have been taking long courses in 
such subjects as economic planning and project 
evaluation, and the effects of this revolutionary 
phenomenon are bound to show in time. En- 
couragingly, local universities are increasingly 
invited to participate in development planning 
and sometimes provide the key members of the 
Bappeda. 

According to the chairman of South Sulawesi's 
provincial Bappeda, Fachruddin, an agricultural 
economist at Ujungpandang's Hasanuddin Uni- 
versity, the Bappeda there tries to serve as a 
bridge between the governor, who is the highest 
regional representative, and the university. The 
aim is to reflect the best available information in 
the areas not only of economics and engineering 
but also psychology and anthropology on actual 
policy. Hasanuddin University is coordinating efforts by 
the 23 districts of the province to draw up their own five- 


year plans. 
T. providing opportunities for local initiatives and con- 
trol. Currently, nearly 80% of total public expendi- 
ture in the regions is disbursed through the national budget 
and controlled by ministries and agencies headquartered in 
Jakarta. That leaves only about 20% of the funds to be ad- 
ministered by regional governments. Of this 20%, about 
half is raised locally through taxes and levies, and the other 
half is accounted for by the Inpres funds, coming from the 
national budget but placed, more or less, at the discretion 
of provincial and lower-level governments, Inpres funds 
are provided for building, among other things, schools and 
markets and providing smaller infrastructure. Regional 
governments are not likely to be given more tax sources, so 
the Inpres funds will continue to be the main factor en- 
couraging decentralisation of decision-making. 
Many experts, including those attached to donor govern- 
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ncies. "Onsider dec or tr 1 atit p -th : t en 1 
"ilicis the role of the central govertutént andiifcteds 
that of local governments — the key to successf 
development. They also feel that *deconcentration" — in 
which national bodies headquartered in Jakarta will retain 
control but allow their regional branches to make more de- 
cisions — is desirable. 

The basic assumption, or article of faith, here is that the 
regions, and sub-regions, know better than Jakarta what 
sort of projects are actually needed and how they should be 
undertaken. Proponents of decentralisation call for a more 
drastic re-orientation of funds from the national agencies 
to Inpres programmes and for greater autonomy for region- 
al governments in tax collection efforts. Some ardent de- 
centralisation advocates also call for greater roles for the 
private sector, including voluntary social organisations, 
and for such radical measures as differential corporate 
taxes favouring the regions at the expense of major cities to 
spread economic activity from the cities. 

Others sense a Western bias among the decentralisation 
advocates and refuse to believe that the concept is a 
panacea for the problems of regional development. It is ar- 
gued that standardised projects undertaken nationwide, 
though with some regional variations to match local condi- 
tions, would mean greater economies of scale for the 
suppliers of the inputs. It is pointed out also that many re- 
gions have not yet the capacity to absorb drastically in- 
creased Inpres and other flexible funds and that decen- 
tralisation does not 
Sic necessarily mean 
8 better decisions. 
Above all it is felt 
that too obvious a 
drive towards de- 
centralisation would 
be blocked by the 
military-dominated 
central government 
because of its con- 
cern not only for 
security and stabil- 
ity but also for the 
welfare of retiring 
military men: most 
of the governors and 
district heads have 
been ex-military 
men. 

There is endless 
debate among some 
Indonesia specialists 
as to whether power 
is being centralised 
or decentralised in 
Suharto's Indonesia. 
The fact that the debate is inconclusive suggests that both 
sides have a valid case. But while “devolution of authority” 
to the regions is clearly not an end in itself for the central 
government (the concept as such may in fact be anathema 
to the government), as Indonesia develops, it will become 
increasingly difficult to run everything from Jakarta and to 
justify it. People in the regions will become better educated 
and will articulate their aspirations with greater clarity, 
at the same time that they become more integrated into 
the emerging national polity and culture. And these peo- 
ple will be better able to help themselves than they have 
been. 

The chances are good that as national unity is firmly es- 
tablished and the regime becomes less anxious about re- 
gionalist backlashes, it will place more local sons — with 
proven records of unswerving loyalty to the Unitary State 
— in key positions of regional governments. In fact, the 
trend is already noticeable. Pundits may argue that this 
only represents the extension of the centre's powers over 
the periphery, but the regions are likely to benefit from this 
.. new trend. " ü 
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the tap on the 1 
‘trickle-down’ — 
effect | 


here is nothing special about the goats and sheep 
"qose one finds everywhere in the poor, north- 
eastern coastal areas of Central Java. And superfi- - 
cially, there is little difference between the new livestock- — 
credit scheme widely practised in the province and the - 
traditional Javanese gaduhan, or livestock share cropping, _ 
m 








whereby a wealthy livestock holder would place his ani- ~ 
mals in the care of poorer villagers and be repaid in kind, — 
with a share of the animals' offspring. 

Similarly, Central Java's successful sub-district credit —— 
board (Badan Kredit Kecamatan, or BKK), providing small 
capital to peasants and small tradesmen, is only à variation 
of rural credit operations undertaken by other national or — 
local institutions. What is unique about these two projects — 
is that they fall under the so-called Provincial Area Deve- 
lopment Programme (PDP), a programme which is becom- — 
ing the darling of those who are involved in regional deve- — 
lopment in Indonesia. Both Indonesian officials — in parti- - 
cular, those at the Regional Development Directorate- - 
General in the Home Affairs Ministry — and foreign- — 
ers, including officials of aid agencies, are excited about — 
the PDP concept and are testing it in more and more — 
regions. | 

The secret of PDP's popularity among the specialists is — 
that it addresses two of the central issues of Indonesia's re-. ~ 
gional development at once: equity and local initiative, The 
general feeling has been that regional development in În- . 
donesia has been uneven and directed too much from - 
Jakarta. One key objective of the PDP is to increase the in- 
comes of poor people in poor areas as directly and im- 4 
mediately as possible, but without giving handouts. < 
Another explicit objective of the PDP is to improve the — 
capabilities of local governments in planning, implement- — 
ing and monitoring development activities. | 

The PDP has been attempting to enhance equity and en-  - 
courage local initiative through wide-ranging pilot pro- 
jects and through training of local officials. But while the — 
objectives of the PDP are supported by most observers, 
some point to fundamental weaknesses in the PDP concept. — 

Central Java and Aceh were the first provinces to start — 
the PDP in the late 1970s with help from the United States — 
Agency for International Development (USAID). Six other 
provinces have followed suit, also cooperating with USAID: 
East and West Java, East and West Nusatenggara, Beng- ~ 
kulu and South Kalimantan. West Sumatra has been 
working on a PDP area with the West German Agency for — 
Technical Cooperation and the Yogyakarta special district — 
is developing an area with the World Bank. South and - 
Southeast Sulawesi have just started programmes similar 
to the PDP with the Canadian International Development 
Agency. 

In general, the PDP has underdeveloped districts as = 
target areas and low-income people as target population. , 
In Central Java, for example, the seven districts falling 1 
under the programme, to the east of the provincial capital - 
Semarang, are known for their annual floods during the j 
rainy season and drought during the dry season. Land re- | 
sources are limited and fragmented and soil conditions are 
poor. A high percentage of the population is landless or 
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Rural family-planning meeting: small gains on many fronts. 


near landless. Some have moderate land holdings but 
mostly in infertile, disaster-prone areas. 

Similarly, West Pasaman in West Sumatra is a “minus 
area,” below national and provincial averages in most im- 
portant respects, according to head of the provincial Bap- 
peda (regional development planning body) Thamrin Nur- 
din. The fact that it takes eight hours of arduous driving to 
travel the 270 km from the provincial capital, Padang, via 
Bukit Tinggi to Simpang Empat, West Pasaman's economic 
centre, and even longer to travel shorter distances within 
the PDP area, epitomises the area's isolation and back- 
wardness, Thamrin feels. A new road which is almost com- 
plete will cut the travel time from Padang to Simpang 
Empat by five hours. 

The PDPs naturally aim at small gains on many fronts, 
directly assisting the rural poor, rather than concentrating 
investments on strategic "growth poles" and hoping that 
the benefits will “trickle down” to the masses. But given li- 
mited resources, setting of priorities becomes necessary. In 
Semarang, the head of the Central Java Bappeda's research 
and development division, Suparno, explains how the PDP 
in his province has narrowed its focus. 

At first, the PDP had numerous projects in the areas of 

¿agriculture (especially in small ‘animal husbandry, 
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fisheries and upland crops), rural credit, rural in- 
dustry expansion and sub-district area develop- 
ment. Now, four most prominent projects have 
been identified and most of the PDP's efforts go 
into these inter-related projects: the BKK, live- 
stock credit, sub-district area development and 
credit for poor families. The work of the BKK is 
based on the realisation that opportunities for 
increasing farm employment and productivity 
are limited. This means that off-farm enterprises 
must be developed and capital is needed for that. 
From the viewpoint of PDP advocates, training 
and upgrading the BKK officials, strengthening 
the system of rural “financial intermediation,” 
was another attraction of the BKK effort. 

Peasants, small traders and craftsmen are 
given credit of up to Rps 100,000 (US$100) 
without collateral — and without a great deal of 
red tape. Interest rates, at 2-4% a month, are 
higher than at state banks but the average BKK 
client does not have access to the banks. The 
BKK's assets had grown rapidly to the equiva- 
lent of about US$350,000 in Central Java's PDP areas by 
early 1982 and are growing further with the help of a soft 
loan from the Finance Ministry in Jakarta. The default 
rates, in some sub-districts below 10% but in others more 
than 30%, and the admittedly high cost of operation (which 
includes the cost of staff training), are considered toler- 
able. 


PDP. Tens of thousands of goats and sheep and 
more than 1,000 cattle and water buffalo have been 
distributed in the PDP districts under the livestock credit 
system. In addition, much of the funds allocated for the 
sub-district area development project — with the express 
intention of involving the sub-district heads in economic 
decision-making — have also gone to supply more livestock 
to the peasants. 

Furthermore, the scheme to provide small loans to poor 
families, too, is often used by therecipients to acquire live- 
stock, including poultry. Livestock credit is popular be- 
cause it is fairly easy to benefit from: in the best cases, pea- 
sants will have more than 20 offspring in three or four years 
from the two female goats or sheep distributed to them, sell- 
ing half for cash and keeping the rest (minus the few 


$ nimal husbandry has so far dominated Central Java's 
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offspring which go to repay the credit in kind), But 
another reason for the popularity of livestock credit is that 
people are not innovating and channelling available funds 
to new activities. 

The PDP in Central Java is fairly representative — 
though it is considered to be among the more advanced and 
successful. The PDP in West Sumatra, for example, is 
somewhat less focused: there are nine main fields of activi- 
ty (including food crops, tree crops, animal husbandry, 
fishery, commerce and cooperatives) and under each head- 
ing there are numerous projects, continuing and planned. 
Perhaps this is because the West Sumatran PDP, thanks to 
the West Germans, has had more funds and because these 
funds are more thinly spread. 

Aside from rural credit and animal husbandry, training 
of planning officials — not only at provincial but also at 
district and sub-district levels — constitutes a third major 
area of the PDP in Central Java. The Home Affairs Ministry 
has recently developed a serious and long-term programme 
of local government training which is a boon to provinces 
with PDPs. The training is offered in Yogyakarta, Medan 
(Sumatra), Ujungpandang (Sulawesi), Banjarmasin 
(Kalimantan) and Denpasar (Bali). 

One course for district officials runs for nine months, 
three months in the classroom and the rest in the field, cov- 
ering, among other topics, annual and intermediate-range 
planning, project analysis and monitoring and evaluation 
of plan implementation. Clearly, there is a long-term objec- 
tive of transforming local officials from mere executors of 
the central government's decisions into decision-makers in 
their own right. If the training is successful, "bottom-up 
planning" will no longer be the empty slogan that it has 
tended to be. 

Those who believe in bottom-up planning see the PDP as 
an extension of the Inpres programmes, which have pro- 
vided flexible funds to regional governments and allowed 
them to exercise a degree of local judgment. Whereas the 
Inpres programmes are still primarily interested in "out- 
puts" in the form of roads, schools or markets, the PDP is 
more interested in the process at the local level which pre- 
cède its “outputs,” such as systems for rural financial cred- 
it and livestock credit. Participation is all-important to the 
advocates of bottom-up planning. 

The PDP has obvious weaknesses and problems. Because 
PDP funds are limited and because they are provided to 
districts, many of which are not yet able to put even these 
small amounts to creative use, these funds are often treated 
only as supplements to those coming from national agen- 
cies. Thus in many cases, PDP projects differ little from 
standardised national ones: innovation based on the inti- 
mate knowledge of local needs is a scarce commodity. 
Another complaint, coming from PDP administrators, is 
that the poor are not well informed about their own best in- 
terests and will want the wrong thing (such as irrigation 
where it is prohibitively expensive or cattle where smaller 
animals are more profitable). 
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While training of officials and general education of the 
people may solve such problems, there are also serious 
criticisms of some PDP areas which have depended heavily 
on foreign experts. One noted Indonesian regional 
economist commented: “Of course, the PDP [m West 
Sumatra] is ‘successful’: with so many highly paid expat- 
riate consultants and advisers, it is bound to produce some 
results. The problem is that the results can't be duplicated 
elsewhere without the same kind of heavy investment." 


foreign observer feels that some PDPs, faced with 

an existing administrative system which is weak 

and inefficient, pumped in a lot of money to create 
an alternative administrative system, manned largely by 
expatriates and Indonesian experts from Jakarta — which 
cannot be sustained once the money runs out. There ts 
agreement, at least in theory, that greater efforts must be 
made at genuine transfer of technology to the locals who 
will remain in the programme areas. That is easier said 
than done. 

A further fundamental criticism is directed at the idea of 
putting money into poor areas. Defying the market and 
channelling funds to areas which would not naturally at- 
tract them can be expensive and inefficient, the argument 
goes. An example of this folly, according to one critic, is 
training accountants in an isolated village where facilities 
do not exist and people lack the prerequisite education. 
Even if the training is successful, the newly trained ac- 
countant can be expected to leave the village to seek better 
opportunities in 
the city, thecritic 
says. 

A final concern 
is that the basic 
philosophy ` be- 
hind the PDP may 
be incompatible 
with the political 
thinking of some 
of the country’s 
top leaders, who 
prefer to concen- 
trate decision- 
making at the top 
of administrative 
pyramids. It will 
take some effort 
to convince these 
people that de- 
centralisation is 
not just a vir- 
tue but a neces- 
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c C t was said that a dream world would be built once 
I Lake Toba and the waterfall [on the Asahan river] 
were developed into hydroelectric power-genera- 

tion projects," wrote an Indonesian official about the Asa- 
han aluminium project in North Sumatra, in passages 


— which were later deleted from the recent, final draft of his 


. report. 

— The power stations have now been completed and brand 

new roads connect them with the coastal town of Kuala 
Tanjung where a large, state-of-the-art aluminium smelter 

— has been erected by the Japanese. Electric power is cheap 
- and plentiful and the aluminium ingots are being shipped 


d to Japan through the new harbour attached to the smelter, 
__ bringing in much-needed foreign exchange to the state cof- 


fers. Asahan is considered by many as the greatest success 
among Indonesia's major projects — which it indeed is in 
many ways. Even the official who wrote the report on Asa- 
han is aware of the enormous opportunities which the pro- 
ject opens up for the region, particularly in downstream 
aluminium processing. 

- But so far, an enclave is all that has been created, the of- 
ficial asserts. "Despite progress [around the project], the 
hinterland — the rural area — remains bare. The swamps 
are still there: the people remain poor and live under the 
same conditions as before the development efforts started,” 
- he says. The writer is convinced that the US$2 billion pro- 
_ ject has had “no trickle-down effect at all." He asks: 
_ “Where goes all the money?” And he answers himself: “To 
the equipment, machinery, heavy tools, parts and compo- 
nents — products from Japanese industries which are ex- 
ported directly to the site and are put together by Japanese 
experts and technicians paid in yen and other foreign cur- 
. rencies.' 
He continues: “The rupiah spent on domestic contractors 
and domestic suppliers of materials went to Jakarta, to 
Medan and capitals of other provinces where the workers 
. Only some local workers engaged in the pro- 


- goods and services at prices above the local purchasing 


| power. The local materials for construction are all products 


_ of industries located in Jakarta, Surabaya or Krakatau 
Steel — all located in Java." 
The question which is being posed by this Indonesian of- 


ficial: “What do the local government and the local people 
— gain from big projects in their region?” wasnear taboo until 


recently. One's loyalty to the Unitary Indonesian State be- 
came suspect if one asked such a question too directly. 
While its open debate is still not encouraged, the question is 
being addressed with increasing seriousness by the central 


p government., 


This is because the government realises it has created 
some huge industrial enclaves in the exposed periphery of 
the Indonesian archipelago. The security-minded govern- 
ment in Jakarta obviously sees the vulnerability of these in- 


dustrial complexes to external threat. It also sees that un- 


less the impact of the new industrial complexes is better 
channelled, benefiting the regional economies surrounding 
them, they will be exposed to potential internal threat as 
well. 

As one influential adviser puts it, "industrial impact" 
has become a real issue at top levels of government, now 
that "enough is happening in a large number of areas." The 
issue is relevant not just in Asahan, but in Aceh's burgeon- 
ing, natural gas-based Large-Scale Industrial Complex 
(LSIC) around Lhokseumawe, which may in the longer 
term expand southward beyond Medan to embrace Asa- 
han, creating one gigantic industrial belt along the north- 
ern coast of Sumatra. 

Industrial impact will have to be managed in West 
Sumatra, too, as the province's rich water resources are 
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harnessed to generate abundant electric power, fuelling the 
industrial plants which are coming up. Similar considera- 
tion will go into the future development of South Sumatra 
and Lampung provinces at the southern tip of Sumatra, 
where further heavy investments are planned. Developing 
the coastal belt of East Kalimantan, extending northward 
from Balikpapan through Samarinda to the Bontang natu- 
ral gas fields and beyond, containing huge timber and coal 
resources inland, will also need some careful planning and 
coordination. 

President Suharto has requested Planning Minister J. B. 
Sumarlin, who is also chairman of the National Develop- 
ment Planning Agency (Bappenas), to coordinate indus- 
trial impact studies for some of these regions. The ministers 
for home affairs, public works, industry and environment 
will participate. These studies will deal head on with the 
problem of enclaves. There is now a general recognition 
that an enclave — a small area enjoying rapid growth sur- 
rounded by a traditional and stagnant economy — will in- 
evitably develop where heavy investments are concen- 
trated, but that efforts must be made to stop the process 
from continuing. As one recent study warned: “Without 
such efforts . .. new problems will be created in the region, 
probably leading to frictions, and eventually even to con- 
flicts.” 

Of the areas which are the object of industrial impact 
studies, none has been looked at as closely as the LSIC at 


f 


| Gn 
Arun LNG plant: t: a major impact. — | 
Lhokseumawe. The flight from Medan to Lhokseumawe of- 
fers a bird's-eye view of the giant complex. The first to 
emerge some distance inland are the rectangular clusters of 
the Arun natural-gas fields, the source of Aceh's new 
wealth. Then come the bright flares and black smoke rising 
from the gas liquefaction plant on the coastline, followed 


by an empty plot of land where the now postponed olefin 
centre was to be erected. 


the urea plant of Asean Aceh Fertiliser — the first of 
the so-called Asean industrial projects to be com- 
pleted — and the ambitious urea projects of state-owned 
PT Iskandar Muda. After flying over the housing colonies 
belonging to the project sites, the aircraft lands at a small 
airfield built by Mobil Oil which found the natural gas de- 
posit in 1971 and now operates the gas fields and the lique- 
faction facilities with the state oil company Pertamina. 
The government's interest in Lhokseumawe is under- 
standable. As one American scholar put it recently: "The 
LSIC [has] begun to assume the character of a high-income, 
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labour-intensive, rural, M Acehnese society of the 
province as a whole." Moreover, Aceh had rebelled against 
the Unitary State before and, according to this American 
scholar, could do so again. 

In 1983, Indoconsult, run by Suharto's most trusted eco- 
nomic adviser, Sumitro Djojohadikusumo, completed a 
massive study of Lhokseumawe. Its overriding conclusion, 
though couched in scientific language, was that the exis- 
tence of the LSIC had little or no effect on the general econ- 
omy of Aceh province. It said, in part: *In the context of 
inter-regional development in Aceh, concentration of at- 
tention on the industrial zone in North Aceh simply com- 
pounds the spatial non-uniformity of development and the 
consequnces of such non-uniformity in the province." It 
also called for government intervention to enbance "the 
mechanisms of spatial distribution of the wave of develop- 
ment spreading from the industrial zone" as well as for im- 
proved capabilities of regional governments "to achieve 
development which is properly balanced between the dif- 
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Aceh contests: Gacontiobed developmint dili ila problem. 


; ferent development 
zones of the pro- 
vince." 
* Another consul- 
tancy, Redecon, 
also associated with 
Sumitro, put to- 
gether a major fol- 
low-up report in 
1984, tackling areas 
which the Indocon- 
sult study had re- 
commended for 
further research 
and attempting to 
formulate practical 
solutions to prob- 
lems. This study 
starts out with a 
frank acknowledg- 
ment that an en- 
clave has indeed de- 
veloped in Lhok- 
seumawe; uncon- 
trolled and hapha- 
zard physical deve- 
lopment around 
LSIC has created new problems (such as security of the 
complex, land speculation, and inadequate support facili- 
ties); an inadequate transport system is exacerbating the 
unbalanced growth, and the growth of local government 
capabilities has not kept up with the tasks before them. 
There is a glaring lack of medium-scale industries which 
could play a vital role in the “industrial linkages” connect- 
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ing the LSIC with the surrounding economy, the Redecon 
report says. Likewise, without the entrepreneurs to head 
such industries, neither the agricultural sector nor the 
existing manufacturing industry is able to capitalise on the 
opportunities offered by the LSIC. In the field of labour, 
two main problems are the surplus of skilled and semi-skill-— 
ed labour after completion of projects and the very slow — 
growth of small and medium enterprises which could ab- - 
sorb such unemployed workers. 


solutions. Generally there is a need to control theexe- 

pansion of the LSIC. More specifically, that means 
preventing slum development, building of drainage chan- 
nels, introduction of zoning regulations and construction — 
of a bypass to facilitate development of the stagnant inland — 
areas. Naturally, a concerted effort to encourage the 
growth of industrial linkages centred on natural gas is re- 
commended, The study says that the scope for such link- 1 
ages is good and is boosted by the presence in the provinee- 
of other resources. 

Quartz sand, for example, can lead to several energy-in-- 
tensive industries such as glass and cement. Furthermore, — 
Aceh can gear the development of its sugar and rubber es- © 
tates to the development of gas-linked industries. Most in- — 
teresting, however, is the feasibility of a timber-based in- 
dustry linked to gas. A long-term prospect is for linkages” 
between the aluminium industry in Asahan and Lhok-- 
seumawe's gas-based industries, possibly encompassing — 
the existing bauxite mining and planned alumina refining ^ 
on nearby Bintan island. ? 

Another area of emphasis is training for developing ene ^ 
trepreneurs, who will respond to the demands from the— 
LSIC and from the district generally, which are stimulated | 
by intensified activities in the LSIC. Various manpower- 
development schemes are proposed, including establish 
ment of industrial training centres which will eventually be — 
upgraded to form a polytechnic, Which of the many recom- - 
mendations in the Redecon study will be implemented, and — 
in what order, will depend largely on inter-agency bargain- — 
ing which will take place in the coming months and years — 
The study is based on intensive consultations with all major 
players involved in LSIC development and thus most of its — 
recommendations are already within the realm of the prob- — 
able. 

For the Industry Ministry, for example, the LSIC has | 
been primarily a national project pursued in the national 
interest and thus, should not be weakened by what the — 
ministry saw as misguided efforts to redirect benefits to the — 
local population, in the opinion of American academic” 
Donald Emmerson. The highest priority of this ministry — 
has been to facilitate efficient production, which would < 
benefit everyone including, eventually, the Acehnese. 

The Public Works Ministry — and particularly its Direc- = 
torate-General for Urban and Regional Planning — tended - 
to represent Acehnese aspirations, stressing the need for — 
linkages and arguing against policies which might create 
backwaters. The Home Affairs Ministry, on its own and as 
representative of the armed forces in this discussion, Was 
most concerned about internal security. It reacted against 
the possiblity of creating a new administrative centre at the 
LSIC to the west of Lhokseumawe, allegedly because the ` 
ministry wished to avoid legalising twin cities lest rivalry 
and instability result. 

The Home Affairs Ministry was also upset that so many 
alternate futures for the LSIC were being tossed around so 
publicly: Acehnese aspirations might get out of hand. The 
environment minister visited the LSIC several times and — 
expressed concern not only about ecology and quality of 
life but about the emerging enclave. Each key participant — 
will win someand losesome in the inter-agency bargainings. 
But the important thing is that none willinsistonhavingan ~ 
economic enclave and that is already a good start. oO 
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ransmigration in Indonesia is an old idea, having its 
origin at the beginning of the century under the 
Dutch colonial rulers. But it is an idea which has 
red momentum, and its emphasis has changed 
atically. No. longer is it mainly intended to relieve 
rowding in Java and Bali, out instead it is to TEVELOD 
> outer regions. | 

Eàst Kalimantan is elearly a prime target. Although itis 
e nation's second-largest province and covers an area 
greater than the whole of Java, it has a population of 
1.4 million compared with Java's 96.9 million. So 
y there is. scope. But equally clearly there are very 
atural reasons why Kalimantan has remained one of 


s to human settlement. 
government in Jakarta is determined to expand 
smigration during the current five-year plan, Repelita 
nd. the regions have no choice but to take on the monu- 
1 — and often obviously too onerous — burden of ad- 
istering the programme. 

ccording to Repelita IV, transmigration is a *multi-ob- 
ve programme." The plan mentions the original pur- 
e of the programme: transmigration is "intended to pro- 
le land for the landless on Java,.Bali and Lombok, and to 
prove the distribution of population. " But it adds other 
ectives: "To provide manpower for the labour-scarce 
‘as outside Java, Bali and Lombok, so that the latter 
as can develop as new centres of production, particu- 
y agricultural production." And last, and perhaps most 
portant in the long term, transmigration i is described as 
vehicle to promote national stability and integration." 
reasingly, experts have justified transmigration asa 
tor for regional development. There remain in the outer 
inds regions with popula- 
ns so low that area develop- 
t is economically unfeasi- 
In some of these regions, 
sir igration can provide the 
tical mass" to attract infra- 
ctural services such as ag- 
ral extension and clin- 
abourand markets, it is ar- 
d. In. fact, in some sparsely 
ulated provinces, funds al- 
d in connection with 
nsmigration already consti- 
ea major part of total funds 
















o: less than 5% ot total trans- 
migration in the country. But 
new transmigrants to the 
‘ovince, who are likely to ac- 
count for 10% or more of the 
iational total in the next five 
: years, will have to settle in the 
hinterland, away from the mar- 
.kets, off-season employment 
-opportunities and other con- 
reniences of the province's two 
argest population centres. _ 
Having achieved the Repelita 
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ast populated areas in the world so close to one of the. T 
populated. Transmigration sets out to challenge those . 
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the programme was ; already one of the 
ONE major problems during Repelita III. There 
on . were occasional reports of migrants aban- 
X doning their sites because they were being 
mismanaged or because they had not been 
properly glee and prepared in the first place. Trans- 
migration Minister Martono recently admitted that nearly 
10% of 800 tr ansmigration sites established during the 
plan needed various degrees of “rehabilitation.” 

It is generally agreed that there is not: much more space in 
Sulawesi and that Sumatra, which has been the favoured 
destination and consistently took about 60% of transmig- 
rants — as. well as the bulk of spontaneous migrants from 
Java — in the past decade, is now almost full. Irian J aya, 
given its vast potential, is still wide open and Jakarta was 
indeed planning massive transmigration Mere, not least for 
national-security reasons. 


ut friction between migrants. and the indigenous 
Melanesian population in Irian Jaya has become a 
real. issue, at home and abroad. While Jakarta offi- 
cially rejects any "foreign interference" in this matter, it 
may in fact decide to go slower, in view of the high social 
and political costs of sending many Javanese settlers to the 
large and extremely sparsely populated province. . ^ 
That leaves Kalimantan, particularl "East Kalimantan, 
among the few promising transmigration destinations. for 
the time being. The new tr ansmigrants. will go in-unpre- 
cedented numbers to the virgin forest areas of Muara 
Wahau and Sangkulirang up north. Life will be more dif- 
ficult than near the cities, but the new settlements are 
likely to be a little better planned and coordinated than in 
the past. There is a strong desire to use transmigration to 
promote regional economic development and if things go 
according fo plan, the Muara Wahau and Sangkulirang 
areas will become major producers of rubber. | 
Some settlements near the provincial - „capital, 
Samarinda, have almost become part of the city by now. 
For example, Purwajaya, just across the Mahakam river, on 
d highway to Balikpapan, 
vas opened up by about 1,000 
e from East Java before 
the New Order and took another 
2300 in 1972-73. As might be ex- 
pected, the settlers there grow 
vegetables and raise chicken 
for the. city, aside from planting 
food erops for their own con- 
sumption. Purwajaya benefited 
from the great timber boom of 
the jate.1960s and from the 
- more recent emergence of the 
plywood .industry, providing 
labour-fer these activities and 
at the;same time enjoying the 
incre ased demand for their pro- 
ducts: greated by them. at 
The E. settlement units at 
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The 8,800-odd settlers in Teluk 
Dalam moved from various 
parts,.gf, Java starting 1980, 
emit ito he newest , rend 
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ihe um despite bad iei and CREN are X building 
fish ponds, for themselves as well as for extra cash 
income. 

The provincial government has built a fish hatchery in 
Sebulu, up the Mahakam river, to supply fingerlings to 
Teluk Dalam and other settlements. Teluk Dalam is also 
known for its pilot project for charcoal production. There 
has been growing concern that clearing forests for trans- 
migration is not only more costly than clearing grasslands 
but also ecologically damaging, particularly when food 
crops (rather than tree crops) are emphasised afterwards. 

If national priorities and regional development make 
such land clearing unavoidable, all attempts at adequate 
timber recovery must be made, experts argue. Sophisti- 
cated cost-benefit analyses of potential transmigration 
projects — which have become commonplace — show that 
sustained-yield forestry represents a more economic use of 
primary forest land than agricultural development unless 
timber is fully recovered and utilised during clearing and 
makes a major contribution to agricultural development. 

It is against such a background that the West Germans, 
involved in East Kalimantan's development efforts, con- 
ducted a series of studies, among others, on alternative land 
clearing methods, use of waste wood for transmigrant 
houses, feasibility of wood chipping and on possibilities of 
charcoal production. These studies were particularly rele- 
vant in East Kalimantan since forest concessionaires 
exploited only commercially valuable trees above a certain 
diameter, leaving non-com- 
mercial and small trees to 
waste at the time of clearing. 
The charcoal pilot project in 
Teluk Dalam was started in 
1980 and part of it has been 
handed over to the village 
cooperative after a period of 
successful operation. 

Like the fish-farming pro- 
ject there, the charcoal pro- 
duction project in  Teluk 
Dalam is considered a trial 
run for much larger scale set- 
tlements which are now plan- 
ned further. north in the 
Muara Wahau and Sangkuli- 
rang areas to accommodate 
the settlers moving to East 
Kalimantan during Repelita IV. The two areas are expected 
to take eventually a total of 60,000 transmigrants. 

As one foreign consultant put it, Muara Wahau and 
Sangkulirang were chosen as the "least unsuitable" sites 
fortransmigration. Much of East Kalimantan is hilly or flat 
but swampy and is inaccessible. Land rights are not a major 
problem in a province which is largely cut up into forest 
concessions (and can thus be allocated for transmigration 
without facing ownership claims) but if large areas are to 
be found, primary forest must be cleared. 






he Muara Wahau area has extensive areas of general- 

ly flat land (170,000 ha) which are more or less free of 

swamps and extensive flooding. But it is difficult to 
reach the area, the easiest and cheapest method being to 
take the longboat up the Mahakam river and tributaries for 
36 hours. The Sangkulirang area is more hilly and more 
swampy but the coastal location of this site is expected to 
compensate for such disadvantages. An advantage of both 
sites is that there is practically no indigenous population in 
them. 

Both areas will be developed simultaneously and a 160 
km trunk road linking the two areas is already being built 
with West German aid. In the long run, the entire Muara 
Wahau-Sangkulirang region could be opened for develop- 
ment. Consultants have worked out a farm model specifi- 
cally for the two areas, which they say is a compromise be- 














tween the need to cultivate food crops and the need to en- 
sure reasonable levels of settler incomes in the long run. 

It was decided that the usual practice of giving uplar 
transmigrants one ha of cleared land for food crops and” 
0.25 ha to build the house on (with extra land to be cleared” 
later years by the settler mainly for cash crops) will not 
work in the two areas because of poor and acidic soil un- 
suitable for food crop cultivation. A larger plot for food © 
crops is needed, half of which will have to be left “fallow” 
for soil recovery at any one time, in order to maintain yield: 
over the years, the consultants say. 

The land is, however, well suited to tree crops, particu- 
larly rubber, and the consultants are saying one ha of rub 
ber should be planted early on (in the second year if possi- 
ble) to ensure sustained transmigrant incomes from the 
seventh or eighth year onwards. The transmigrant could 
face a difficult time in the fourth to seventh years, as food — 
crop yields may decline (particularly if the settler does not - 
master the recommended, complicated system of cultivat- 1 
ing food crops) and incomes from rubber have not yet — 
materialised. Thus it is suggested that some minor tree m 
crops such as coffee and cashew be planted in the cars 
stages to prepare for the difficult period 

At least on paper, a great deal of attention is paid to the. 
transmigrants' welfare and to the development of the re- 
gion in which transmigration sites are located. Thisisa new - 
phenomenon. As it became obvious that transmigration | 
could not begin to relieve — 
population pressure in Javaor 
Bali (all it does is to remove 
a fraction of the annual in- 
creases of population on these 
islands), and as years of itsir 
plementation suggested th t 
there were good eco omic 
reasons behind the population 
densities in say, Java and 
Kalimantan, the transmi 
tion programme had to 
extra justifications. 

Although transmigration” 
itself is old, large-scale tran 
migration deliberately aimed 
at regional economic — 
ment (such as in Muara Wahau 
and Sangkulirang) is new and ~ 
its impact will only be observed over the coming de-- 
cades. Large areas on Sumatra, Kalimantan and Sulawesi ~ 
have been "developed" through transmigration in the 
sense that primary forest has given way to cultivation 7 
of food crops, a few million farmers have opened new 
villages and considerable funds went into infrastructure ^ 
building. t 

But, as Australian economist Heinz Arndt pointed outre- 
cently, if regional development means promotion of —- 
industry and trade; the exploitation and processing of the 
mineral, forest and other natural resources, and the im- — 
provement of transport and communications necessary to 
integrate them more effectively into the national and world ~ 
economy, the contribution of transmigration has so far 
been quite marginal. The major industrial developments of 
the past decade in theouter islands, chiefly based on oil and 
natural gas, mineral processing and plywood production, 
have occurred independently of transmigration. 

Transmigration tied to major development of estate — 
crops is perhaps the first concrete, large-scale attempt to. 3 
link transmigration with regional development. The gov- 
ernment has already experimented with this link-up as 
part of the so-called nucleus estate and smallholder (NES) 
programme during Repelita III. It is planning to expand the | 
NES-transmigration programme drastically during Re- 
pelita IV and parts of Muara Wahau and Sangkulirang re- 
gions are expected to come under this programme. oO 
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PLANTATIONS 


The NES takes root 
— but will it flourish? 


ndonesians have the tendency to try to hit many birds 
I with one stone — sometimes without fully reconciling 

the trade-offs required to meet a variety of objectives. 
When prospects for oil plateaued and then plummeted a 
few years ago and the whole nation was anxiously search- 
ing for non-oil exports to keep its economy growing, estate 
crops were identified as among the most promising items to 
be developed. An added advantage of plantation crops was 
that they would absorb a lot of labour. 

Attention was focused on the existing nucleus estate and 
smallholder (NES) programme, designed to promote small- 
holder development, mainly in rubber and palm oil, 
around the centrally located nucleus estates, most of which 
are the giant state-owned plantations, the PTPs. Aside 
from enhancing equity and promoting regional develop- 
ment, the NES programme would boost sagging exports, 
earn foreign exchange and fuel the country's future econo- 
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The rights and wrongs of 
a land-rights problem 





PHO DAVID JENKINS 
mic development, it was now argued. 
The decline of oil meant a drop not 
only in export revenue but also in the 
government’s development budget, which 
had to be compensated for by an in- 
creased role played by the private 
sector, the new national consensus said. 
It followed that big businesses, which 
tend to be Chinese-owned, should put 
their capital in areas which had been the preserve of 
the public. sector, such as upstream industrial projects 
and the NES programme. The NES programme would then 
promote national integration, accelerating the assimilation 
of the Chinese Indonesians into mainstream Indonesian 
life, it was said. By linking up with the transmigration 
programme, NES could also help achieve some of the 
formers worthy causes, such as relieving population 
pressure on Java island and promoting the transmigrants' 
welfare. : 

What was not discussed in depth was the truism that it is 
not easy to attain many objectives and make everybody 
happy all at the same time. The NES programme had faced 
many difficulties since its launch in 1977. This was not sur- 
prising, given the massive scale of the programme, which 
developed 129,222 ha of tree-crop smallholdings for some 
64,500 smallholder families during the Repelita III five- 








! ment, responsible for the NES pro- 
| ject, maintained that the land was 
state-owned and therefore existing 
inhabitants cultivating the land were 
not entitled to land compensation 
when they were resettled or told to 


got land disputes have been 
one major reason why the com- 
bined nucleus estate-transmigration 
programmes are now moving to re- 
mote areas. The dispute at the nuc- 
leus estate and smallholder (NES) 
project in Cimerak in crowded West 


Java, between the new estate and the | 
farmers who had inhabited the area, | 


has provided one typical illustration 
of land disputes. 

Under this NES project, some 4,630 
ha of smallholdings and roughly 
1,000 ha of nucleus estate, planted 
with high-yielding hydbrid coconuts, 
were to be developed by 1988. The 
government estate PTP XIII, head- 





quartered in Bandung, West Java, 
was appointed to manage both the 
nucleus and the smallholder areas. 
The project aimed at “resettling” 
about 2,000 of the 3,000 families al- 


ready living in the plasma — the 
smallholder area — giving them new 
patches of land, housing and 


go. 
But the existing inhabitants, some 
of them settlers from Central Java, 
had been occupying and farming the 


| land since the early 1960s. Some of 


facilities. The fate of the remaining | 


families was uncertain but it was ex- 
pected that they would either remain 
at the site as estate labourers or be 
transmigrated to other parts of the 
country. 


plagued with problems of land status. 
The West Java provincial govern- 


them even claimed to have secured 
land titles from the Home Affairs 
Ministry’s Land Department. Re- 
ports indicate that about 130 land 
certificates had been issued. Roughly 
300 more farmers also claimed that 
they had begun proceedings with the 
Land Department to secure their 


. land titles long before the govern- 
From the start, the project was | 


| 
| 


ment’s NES programme was intro- 
duced. 
The provincial government, how- 
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SERIEN. only NUCLEUS ESTATE AND SMALLAOLUER 
59% and 23% of PROGRAMME DURING REPELITA if] 
smallholder area 
: Area for 
and family reset- Type of NES programme smallholders (ha) — |. — ete : 
tlement targets, Target Realisation | % | Target | Realisation | % 
respectively. A. Foreign-funded NES 
But the gov- rubber 9,870} 51,442 | 86 


16,617 99 | 24.858 
4.858 81 16,634 
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0 597 h4 50.000 


16.840 
5.310 


15,000 


palm oil 
coconut 
cotton 


ernment, unwor- 
ried by this, has 


set even more sugar cane 200 300 1150] $5,000 | 

Y z ere V act 4. 
ambitious tar- Total | 97.280 | 82,824 | 85 | 153,505 | 
gets for the cur- B. NES-Khusus TU | 
rent Repelita IV. rübbei | 61.100 17.878 jo | 69.500! 
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2.900 
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four-fold to 1.2 
million ha, while 
the family-reset- 


rubber 
palm oil 
coconut 
castor oil 
cashew 
tea 


Total 
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2,000 31 * 


2,600 


tlement target 

r- | has been doubled 

. to about 529,000 

> à families. As if 
this were not 
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enough, Jakarta 
is now emphasis- 
ing combined NES- 
transmigration projects, 
which have had the low- 
est rates of accomplish- 
ment among various 
NES schemes. Repelita 
III realisation figures 
for this NES-transmig- 
ration programme (call- 
ed NES-khusus) reach- 
ed only 30% and 2% of 
smallholder area and 
family resettlement 
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ee eS TXT targets, respectively. 
Planter at work on NES scheme: Jakarta will find it 
hitting many birds with one stone. difficult to attain these 


NES targets. Its limited 
financial and managerial resources will continue to plague 
the programme. Furthermore, private-sector participa- 
tion, Which the government is counting on to contribute 
much-needed funds, is still not forthcoming, given the 
sector's uncertainties over the government's intentions 
and the lack of appropriate incentives. Even officials 





Total: A+B+C 


Source: Directorate General of Estates 





have admitted that the targets are too high. But some 
estate officials give the explanation, which is disputed 
in some quarters, that these ambitious targets are neces- 
sary if the country is to ease the population pressure in 
Java. 


Unit (PMU) programme are two major schemes 
launched by the Directorate-General of Estates 
(DGE) of the Agriculture Ministry to improve smallholdel 
productivity. The PMU, costing about US$1,300 per ha, fa 
cuses primarily on existing smallholders, providing them 
with extension services as well as essential inputs (fer- 


T NES programme and the Project Management 


tiliser, high-yield seedlings and pesticides) on credit. The 
NES programme, in contrast, is much more complicated 
The programme, costing about US$2,600 per ha, primarily 
involves resettling smallholder families in newly opened 
tree-crop areas. The advantage of the NES programme is 


that it addresses, simultaneously, most of the country's 
economic priorities. Aside from promoting smallholder 
development, which accounts for about 86% (or 7.7 million 
ha) of total tree-crop hectarage, the programme is laboui 
intensive, boosts the production of non-oil export come 


ever, contends that the land certifi- 
cates are not valid as they were not 
processed properly by the Land De- 
partment. The department appa- 
rently denies this allegation but the 
Attorney-General's Office has seized 
the certificates in question to investi- 
gate their authenticity. 


T° make things worse, the nucleus 
estate, in its zeal to reach targets, 
has forcibly removed the farmers’ 
crops, largely consisting of cloves and 
cassava, and planted in their place, 
without any compensation, hybrid 
coconuts. Several farmers who re- 
sisted this move were subsequently 
questioned and temporarily held by 
the local security apparatus. Even- 
tually, the farmers went to the Ban- 
dung branch of the Legal Aid Insti- 
tute (LBH) for help; it now represents 
them. 
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Farmers, and particularly those | 
who had acquired the land titles, 
were unhappy at the NES intrusion. 
They were reluctant to change their 
crops as they felt their existing cloves 
generated better returns than 
coconuts. 

Furthermore, the farmers were un- 
sure whether they would ultimately 
qualify as NES participants given the 


. limited number of openings and its 


n 


maximum age limit of 45. The possi- 
bility of becoming estate labourers, 
very likely at low wages, was not ap- 
pealing. 

Pointing to some of these problems, 
the Bandung LBH posed the question 
in its recent report: “Is it wrong if the 
farmers thought that the NES pro- 
gramme, which has good intentions, 
is neither fair nor humane in its im- 
plementation?” The legal-aid group 
called on the provincial government 


to review the project in view of the 
land problems. 

Those with legitimate land claims 
should not be forced to participate in 
the NES programme, while those 
whose crop has been removed and re- 
planted with hybrid coconuts should 
be compensated and also be automat- 
ically included as NES participants, 
the report proposed. The report 
warned: “Tough measures will not 
ease the farmers’ concerns. On the 
contrary, we fear that the people who 
have been intimidated will become 
more upset, anxious and frustrated.” 

Already 1,360 ha of smallholdings 
have been developed and about 1,772 
smallholder families have been 
selected, reports say. It remains to be 
seen, though, whether the project's 


| current difficulties can be overcome 


quickly enough to allow its comple- 
tion by the target date. 
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LS 
modities, supports Jakarta's transmigration programme 
and promotes regional development. 

The DGE categorises the NES programme into three 
groupings, based on its funding sources. The first group 
comprises foreign-funded NES projects in which interna- 
tional agencies such as the World Bank are involved. The 
second. group is NES projects which are locally funded, 
largely through the central government budget. The locally 
funded NES projects are further sub-divided into NES- 
lokal (focusing on existing smallholders located around 
government nucleus estates) and NES-khusus (the com- 
bined NES-transmigration programme). The third cate- 
gory comprises self-funding NES projects, introduced for 
the first time in Relepita IV. These new NES projects, also 
known as "accelerated projects," are further split into 
those managed by private estates and government estates. 


major NES programmes (REVIEW, 28 June '84). The 

total cost of these programmes is US$1.3 billion, of 
which roughly half comes from the bank. The most recent 
NES VII programme, costing about US$370 million, covers 
three project sites in West Kalimantan, East Kalimantan 
and South Sulawesi. The scope of just this one NES project 
is amazing. On completion in 1988, the NES VII programme 
alone is expected to resettle some 18,850 families and es- 


S: far, the World Bank has partially financed seven 
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PHOTOS: TEMPO 


tablish for them 23,700 ha of land for growing rubber and 
14,000 ha for oil palm. For the nucleus estates — in this case 
government PTPs in Kalimantan and Sulawesi — this 
would mean the development of an additional 5,500 ha for 
rubber and 7,000 ha for oil palm. 

But, physically, this also means the establishment of 68 
villages (totalling 18,850 houses) with infrastructure such 
as water supply as well as the construction of 680 km of ac- 
cess and village roads, about 2,000 km of estate track and 
1,300 m of bridges. In the nucleus. estate, which will pur- 
chase products from the surrounding smallholders, two 
rubber factories and two palm-oil processing plants will 
also be constructed. 

Initially, the project manager or the nucleus estates will 
clear the land, plant it with high-yielding tree crops and 
manage it until close to maturity. Smallholders in the area 
are first employed as estate labourers by the nucleus. The 
land around the nucleus, which is called the “plasma,” is 
then divided into smallholdings of 2-ha blocks and is allo- 
cated to smallholder families for their own cultivation. 
Throughout the programme, the nucleus estate will provide 
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Processing rubber; building road on NES project: infrastructure is a major consideration. 
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repay part. (roughly two-thirds) of the development cost of 
his 2-ha plot over 17 years at 10.5% interest. 

There have been intricate coordination problems among 
various ministries involved in the NES programme. The 
DGE has ovérall responsibility for the NES programme. 
Under the DGE are the project managers, usually govern- 
ment nucleus estates, which are responsible for initially de- 
veloping the tree crops, establishing the infrastructure and 
providing the tree crops, essential inputs and extension 
services to the smallholders. But the programme also de- 
pends on the provincial governments to select and come up 
with smallholder participants, provide health, education, 
and social services and maintain the access and village 
roads. 

The lack of coordination between these two sets of gov- 
ernment institutions has often led to labour shortages and 
frequent reports of NES sites being completed without 
any smallholders. The low realisation rates on family re- 
settlements reflect this problem. There were also delays in 
budget preparation and fund disbursements, often forcing 
the government estates to cover the shortfall with costly 
borrowed funds: Timely disbursements are crucial to en- 
sure the managing estates' regular weekly cash payments 
to smallholders. The argument is that if cash payments 
are promptly made, smallholders will readily sell their 


\ 








produce to the nucleus estate instead of to middlemen. 

However, the middleman problem is already on the rise, 
officials say. As a result, there is:concern that the nucleus 
estate will not get sufficient supply of smallholder produce 
to operate efficiently. Should this continue, the estates 
could have difficulty recovering smallholder loans, it is 
further feared. Prices of smallholder produce, according to 
the plan, are set by the nucleus estate at 70% of fob prices 
for rubber and 60% of fob prices for palm oil. 


tension service to smallholders — something that 

the estates have not beemaceustomed to providing in 

the first place. Experts often notethat the problem is not in 

showing smallholders new planting. and maintenance 

techniques, but in having them actually implement them. 

Considering these problems, mány experts question the 

realism of Jakarta's ambitious NES targets for the current 

five-year plan, with its emphasis'on.transmigration and its 
reliance. om private-sector participation. 

With the stress on combined NES-transmigration:pro- 


" here is also need to improveithe nucleus estate's ex- 
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grammes, the Transmigration will now be playing 
a more decisive role in the NES programme. Under this ar- 
rangement, the ministry will take over the managing es- 
tates’ past responsibilities of funding and constructing 
housing as well as village infrastructure, while leaving the 
managing estates with the tasks of developing and main- 
taining the smallholders’ tree crops as well as collecting 
and buying their produce. This eases the burden on the 
managing estates, but inter-ministry coordination be- 
comes even more vital. 

There is also the limited absorptive capacity of the imple- 
menting government estates. The PTPs’ managerial capa- 
city is already being spread very thinly with the current 
NES project load. The PTPs are now trying to accelerate 
the development of promising managers, but suitable can- 
didates are in short supply, estate officials say. 

Given the less promising outlook of oil earnings, budget- 
ary funds for the NES programme will not be easy to come 
by. For Repelita IV, a total investment of US$5.8 billion 
will be required to reach NES targets, according to govern- 
ment plans. Out of this, US$1.5 billion is expected to be in- 
vested in foreign-funded NES projects, US$3 billion in 
state-funded NES projects (financed through the budget 
and by the PTPs) and the remaining US$1.4 billion in pri- 
vate NES projects. 

Realising the need to mobilise funding sources other than 
the budget, the government has introduced the self-fund- 
ing or accelerated NES projects, whose US$3.3 billion in- 
vestment requirement must be met by the government es- 





tates’ and the private sector’s own funds. However, only a 
few government estates are financially strong enough. The 
private sector, though interested, seems to prefer to wait 
until the government's strict NES requirements are 
loosened. 

In October 1984, the government compromised and indi- 
cated its willingness to take over and bear most of the small- 
holder-development costs from the private sector (REVIEW, 
18 Oct. '84). The private sector, however, is still worried 
about having to provide extension services to and rely on 
the produce of smallholdings four times larger than the 
nucleus estate. As a result, the businessmen are still lobby- 
ing to raise the one-to-four nucleus/plasma ratio set by the 
government. The ratio of current NES projects is about 
one-to-one. It remains to bé seen how much further Jakarta 
will bend. 

One official acknowledged that it would be an extra- 
ordinary achievement if Jakarta realises 60% of its NES 
targets during Repelita IV. A major concern is to what ex- 
tent Jakarta will compromise on quality in its pursuit of 
volume. oO 
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Shrimp farming 
could be a 
whale of an idea 


: t one time, Karawang, West Java, though less than 





50 km from Jakarta, was considered to be among the 

more disgruntled districts of West Java. But the 

mood has changed now, at least at the district-government 

level, since one of Karawang's sub-districts, Pedes, was 

designated by a presidential decision in 1984 as the site 

for a pilot project in shrimp farming, modelled after the 

nucleus estates and smallholder (NES) project for tree 
crops. 

If the 350-hectare pilot project is successful in introduc- 


ing high-yield methods developed in Taiwan, first to the. 


"nucleus" of the new shrimp farm and then to the sur- 
rounding “plasma” managed by smallholders, many other 
projects will supposedly follow. Most of the new projects 
will be undertaken by private businessmen. Eventually a 
whopping 20,000 ha of coastal land will be devoted to 
shrimp farming in Karawang alone, employing 22,000 
labourers and pro- 
ducing 50,000 ton- 
nes of shrimp, 
worth some 
US$300 million, 
every year — or so 
a district govern- 
ment official says. 

Of course, these 
figures are in- 
flated. There are 
now only about 
180,000 ha of 
fishponds, em- 
ploying 60,000 
families and pro- 
ducing a total 
95,000 tonnes of 
fish and shrimp, in 
all of  Indone- 
sia. The country's 
shrimp exports in 
the last year of the 
Repelita III five- 
year plan, ended 
in March 1984, 
reached 26,000 tonnes, earning US$190 million. The 
Agriculture Ministry's target for the year ending March 
1989 is to export 44,700 tonnes of shrimp from all of In- 
donesia, earning US$530 million. 

But the exaggerated figures from Karawang do reflect 
the district's, and indeed the central government's, high 
hopes for shrimp and for the NES concept. Top Indonesian 
officials, from President Suharto down, are so impressed 
with their own NES programme that they have applied it to 
shrimp — an item which they recently identified as a prime 
non-oil export along with palm oil. The government has 
grand schemes to expand shrimp exports and has started 
expending large funds for "shrimp intensification" from 
Aceh through Java to Sulawesi. 

Perhaps an added reason for the euphoria in Karawang is 
the involvement of the presidential palace in the local pro- 
ject. This means that at least money will flow and the pro- 
ject will succeed, though equitable distribution of the 
benefits is by no means guaranteed. The pilot project in 
Pedes is receiving both finance and manpower from the 
presidential office, the manpower in the form of former 
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presidential bodyguard Brig.-Gen. Oetjoe Sapri, who 
serves as project leader. Presidential financial aid will 
probably build the planned hatchery and maybe also a cold 
store, once there is enough shrimp to justify building one 
in Karawang. In the initial stages, the shrimp will be ship- 
ped to Jakarta for cold storage. 

West of Pedes, in Batujaya sub-district, retired air mar- 


_ shal Suwoto Sukendar, now a member of the chamber of 


commerce, is already developing a 200-ha shrimp farm, 


- Amsing advanced technology. In Cilamaya to the east, form- 
er speaker of parliament, retired lieutenant-general 


Daryatmo is also 
planning a 150-ha 
arm. A few other 


also starting 
their projects and, 
according to the 
district Bappeda 
(regional develop- 
ment planning 
body) about 40 
other businessmen, 
Indonesian and 
foreign, are now 


sion from the West Java 
governor to go ahead. 

But the biggest in- 
vestments will be made 
by tycoon Liem Sioe 
Liong of the Bank Cen- 
tral Asia group and William Soeryadjaja of the Astra group, 
each eventually developing 5,000 ha of the total 20,000 ha 
planned for Karawang. The two big businessmen are being 
urged to start with NES-type farms of 400 ha each. 


ccording to a recent presentation by Agriculture 
Minister Achmad Affandi, the businessmen operat- 
ing the nucleus will be expected to develop the fish 
ponds, with their irrigation canals, access roads and other 
infrastructure, supply inputs such as seed shrimp, fertiliser 
and feed, give technical guidance to the smallholders in the 
plasma and finally, receive, process, store and market the 
shrimp from the plasma. 
The shrimp farmers, for their part, are to follow instruc- 
tions from the nucleus, market their shrimp only through 
the nucleus (avoiding intermediaries) and gradually repay 
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he gines between th Kk nucleus end the 
plasma ought to be symbiotic, benefiting both parties, Af- 
andi said. 

In Bogor, at the renowned Agricultural Institute, Prof. 
Afandi Anwar explains the history of the Karawang pro- 
ject and cautions against too hurried an implementation. 
Some years ago, having built a vast irrigation system in 
that part of the West Java province, lying immediately to 
the east of Jakarta, the central government wanted to deve- 
lop the area's coastline. There was disagreement between 
the Forestry Directorate-General of the Agriculture Minis- 
try and the three district governments in the area, includ- 
ing Karawang. 

The directorate-general wanted not only to preserve the 
existing coastal mangrove forests but also to replant de- 
stroyed forest areas (which were being used for fish farm- 
ing), arguing that this was necessary to prevent coastal ab- 
rasion and to preserve the natural food chain. The regional 
governments countered that replanting of mangroves will 
eliminate feeding ground for cultivated fish — a source of 
additional protein and income for the still-poor farmers in 
the area — and that it was in fact possible to narrow down 
the mangrove green belt further to expand fish-farming 
areas, without endangering the environment. 

With support from top levels of the central government, 
the regional governments prevailed and areas for fish culti- 
vation were expanded. At the time of this debate, intensive 
shrimp farming was not yet in the picture, Shrimp and the 

participation of big capital were 
mooted only after the collapse of the 
world oil market. The advantages of 
Karawang for shrimp farming are 
that the major market, Jakarta, is 
close, the mangrove forests are state- 
owned (so that they can be allocat- 
ed for shrimp farming without fac- 
ing complicated private ownership 
claims) and the river system is well 
regulated year round and supplies 
water which is relatively free of 
sediment. 

But compared with some of the 
other shrimp-farming centres such as 
South Sulawesi and East Java, the 
tidal movements in Karawang are 
smaller, which makes powered 
pumping necessary to flush and cir- 
culate the water and control its salin- 
ity. Pumping, which will raise costs, 
is all the more needed since inten- 
sive cultivation means crowding of 
shrimp and resulting high metabol- 
ism. 

There are "institutional worries" as 
well. Providing large tracts of govern- 
ment land to the Liem and Astra groups 
will not be popular in some quarters, 
whatever the justification. If the nucleus 
is strong and the plasma is weak, or if 
that is considered to be the case, there will develop a fear 
that smallholders will be exploited. On the other hand, if 
the government favours the smallholders too much, busi- 
nessmen will find excuses for not committing themselves to 
shrimp farming. Already the businessmen are balking at 
infrastructure investments which they feel should be 
undertaken by the government. 

Anwar and his colleagues at the Bogor institute have ex- 
pressed the view that businessmen should not be forced to 
make investments where "external benefits" cannot be 
captured by the investors. They have also cautioned against 
the central and Karawang governments! inclination to rush 
things, saying that technology transfer of such a grand 
scale as is envisaged for Karawang, will take a long time, 
and require enormous efforts at educating and training 
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both the nucleus managers and the smallholders. o 
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up on an it’s better we don’t even start.” 
Bida wants to attract industries which have trouble stay= d 
€ ing competitive in increasingly expensive Singapore, anad 
oO S Oí e 1S an | industries which could benefit from both the proximity te 7 


Indonesian raw materials and Singapore's shipping sector. 






abilities. - 
Habibie admits the challenges, but is confident they can 
be overcome in Batam, even if they have not been overcome 
elsewhere in Indonesia. "This is one of our biggest prob- 
lems,” he says of the high freight forwarding costs incurred 
by Indonesian exporters. “If we don't solve this problem, 
















€ o you know my balloon theory?" asks the chair- The investment target list includes heavy and light indus- 
cD man of the Batam Industrial Development try, electronics and appliance assembly, chemical industry, 
Authority (Bida), Research and, Technology | food and beverage processing, and construction materials 
Minister B. J. Habibie, eager to explain his concept for the manufacture. Also slated for the island is a coal-storage 
development of Batam island, only 20 km southeast of terminal, oil- and gas-linked industries, palm-oil refining, 
Singapore. “If you have a balloon, and you put air into it, | tourism and recreational facilities, and a labour supply 
then the ballon will grow to its optimum size. After the | base for Singapore projects such as its new underground 
maximum pressure is reached, the balloon will explode. As | railway. 
an engineer, what I am going to do is make a valve to give | The development of Batam island was thought up by offi- 
the air to another balloon." | cials of state oil company Pertamina in the 1960s, who saw 
Waving his arms over his famous conference table, a | it as a good staging area for oil exploration. Revising its 
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The Singapore skyline from Batam; Habibie: it’s not all hot air. 





plans in 1972, Pertamina 
contracted Bechtel of the 
United States and Nissho- 
Iwai of Japan to do a 
study for the develop- 
ment of Batam as a fully 
bonded island, hosting 
multifarious industries: | 
Batam would be comple- 79 
mentary and competitive 


half-metre deep in aircraft models, Habibie, the Indone- 
sian chief of high-technology development, becomes in- 
creasingly enthusiastic. “The air in this balloon is economic 
development of Asia. Look at my balloon Singapore. It has 
limited land, limited human resources. If the whole deve- 
lopment comes in they get problems. To prevent that, I 
make my valve. I make the next balloon with Batam. And if 
Batam is saturated, then I make the next island,” Habibie 
says. 

Thus, according to Habibie, building the multi-faceted 
industrial and business centre planned in Batam is based with Singapore and its 
on Singapore's two major constraints, land and labour. . development would be 
Under Habibie, Jakarta observers say, the project has a kicked off with the construction of a 100,000 barrels-per- 
chance of success. The Batam balloon is 416 km? of bonded day refinery taking Middle East crudes 


land, an area slightly larger than Singapore that will take 
he refinery was never built, and until today private 
d M seectstiers on the island has been dominated by oil- 999 


advantage of Singapore's modern financial and service sec- 
tors. Bida plans and supervises development and is itself 
building the crucial infrastructure. related business. McDermott International was the 
The success of Batam development, primarily às an ex- first to invest in 1969 and is still Batam's leading business. 
port-processing zone, will depend largely on free traffic be- It cleared a yard for fabrication of offshore steel structures 
tween Singapore and Batam. Goods and materials will also for oil production in the Batu Ampar port area, facing 
have to move rapidly and cheaply between Batam and Singapore. A dozen other companies have since followed 
other Indonesian ports. Those who doubt Habibie's ability suit in Batu Ampar. Today, the area is a forest of cramg i 
say this is where he will fail, if he makes headway on his masts, framing the distant skyscrapers of Singapore, from” 





ballon theory at all. The three biggest obstructions to In- which many of these companies came 
donesia's competitiveness in trade and manufacturing are Other companies working in the area include steel fab- 
immigration, customs and shipping. Even Habibie's admir- ricators, pressure vessel manufacturers, drilling mud grin- 


ers say that dealing with these problems, which add heavy ders, and pipe threaders and coaters — all oriented to the 
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d a a eau NA yard, bati currently 
ruction. In what is to become the island's main 
Sekupang, blocks upon blocks of empty store fronts- 
flats remain unoccupied, still waiting for the rush that 
opment will supposedly bring. 

e businesses v 
oso wholly in response to official prodding. For oil-re- 
d companies, Batam does have some geographical ad- 
age. It is close to Singapore, where many incoming goods 
_be transshipped anyway, and it is Indonesia’s closest 
major supply routes for, say, steel from Japan. Batu 
r is also nearer than West Java to oil activities in 
ra and the Natuna Sea, Batam is in fact one of the 
tegic locations in Indonesia for the oil industry. 
tors planning businesses in Batam express confi- 
e that Habibie can create the kind of environment en- 
ned in the Bechtel-Nissho-Iwai study. He has already 
de significant accomplishments on two fronts. He has 
ed a respectable budget for Bida to build roads, 
ies and an airport on 
am. And he achieved an 
ment with Singapore in 
iciple on an open border 
een the two islands. 
re Prime Minister- 
n Yew agreed to sup- 
tam on the condition — 
mbling should never 
lowed as part of the is- 
Ts tourism development, 
officials say. 

igapore's problem, in-.. 
uate labour supply, is 
onsidered a difficulty by 
tors in Batam, despite . 
rent population there . 
44,000. Unlike Singa- 
Indonesia has vast po- 
abour resources anda 
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different provinces have mes found their way to 
1. Skilled labourers present a different problem — one 
ed by firms everywhere in Indonesia. Batu Ampar fab- 
rs say they have had to pay a little more than normal 
]ders and fitters, but that with the completion of sev- 
| large refinery projects elsewhere in the country, there 
eveloping an oversupply of these skills at the moment. 

he strongest point made in the Bechtel-Nissho-Iwai 
udy was that the island’s development should be handled 


wed that concept. This was probably appropriate, given 
he notorious lack of inter-agency coordination in the In- 
lonesian Government. Bida, under chief executive Soedar- 
sono Darmosoewito, Habibie’s brother-in-law, answers 
through Habibie directly to the president and a ministe- 

-level board of supervisors. Habibie denies this is a one- 
one-ministry setup, but present and potential invest- 
ay the single administration for the island's affairs is 
ittraction and best bet for success. 





officialdom in the island’s administration as an advantage, 
hough this is explained by the fact that Bida's presence 
preceded the establishment of local government organisa- 
jon. Habibie insists, however, that all interested parties, 

iding the Riau provincial government, are heavily in- 


ich have made the move to Batam did. 


|y one independent authority, and so far Habibie has fol- - 


Observers cite the lack of interference by Riau province. 
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in PRAE the island's. development. But he also. 








_to solve these problems on nth : 
national effort. 


| : y US$185 million into 
infrastruct r thore than. 1 16 km Of arterial and collector 
roads have cut.day-long cross-island trips to 30 minutes or 








less. A new airport handles daily F28 flights from Jakarta, 
and will be able to handle A300 flights in the future. Bida 
is developing public utilities and communications 
facilities, and promises. public power and water will be 
made available to all investors i in the next few years. 


S 


o far a number of investors have heldi f because of 
infrastructural deficiencies. Most of the 30-odd com- 
panies in the Batu Ampar area supply their own 
water and power. McDermott International was also 






| pushed into financing a US$300,000 microwave relay sta- 


tion to improve the area's dismal telephone link to the out- 
side world. The Bechtel—Nissho-Iwai study predicted that 
if private companies had to finance the infrastructure, the 
island would have difficulty attracting investors. 

Bida is asking for an average US$77- million a year 
through 1990 for quicker-paced infrastructure work, in- 
cluding badly needed port development. They are confi- 
dent that they will get at least half the sum, allowing pre- 


| sent programmes to proceed at an acceptable pace. 


Habibie says that once various infrastructure compo- 
nents reach a certain level of development, they will be 
handed over to the department 
or ministry in charge through- 
out the country. “I’m not going 
to keep everything myself. 
For example, we developed 
the telecommunications our- 
:selves. I told the telecom- 
munications minister, "Why 
don't you take it over? The 







ve to push it. 
e that Habi- 
s not working alone." 
“But McDermott having to 
| finance the microwave facil- 
ity is perhaps a warning of 
what could happen once Bida 
divests its authority. Other 
REMEWMAP byFrenkTam ministries have less man- 
power and less budget to spend in Batam. Firms in Batu 
Ampar already report unnecessary bureaucracy in clearing 
items entering Indonesia. Registered. freight forwarders 
control all shipping and receiving of goods, and they arenot 
cheap. These problems also exist and are far moreserious at 
other ports throughout Indonesia. Yet port inefficiency and 
corruption in Batam must be tackled. 

The rush of oil company business into Batam, following a 
series of letters to the industry from Pertamina, recom- 
mending the use of the island, will put more work into un- 
developed port facilities and under-paid employees. If Bida 


. cannot keep a lid on inefficiency and corruption, and if 


Jakarta customs officials arrive to run the show, then, to 
borrow Habibie's expression, “It's better we don't even 


‘ start.” 


Likewise, if airport and seaport immigration procedures 
come to resemble those elsewhere in Indonesia, the hoped- 
for rush of Singaporean tourists to Batam golf courses and 
beaches will not materialise. Singaporeans often consider 
Indonesia to be dirty, inefficient and corrupt. Their impres- 
sions will be reinforced by the high fares of old Singapore- 
reject taxis on the island, an unofficial “airport tax,” hus- 
tled out of visitors upon departur ,or the cobwebbed, long- 
out-of-order luggage X-ray machines at the airport. 

It will be beyond Habibie and the very capable Bid: 























































































Headhunting — and tales 


of Burma's wild people 


By Bertil Lintner in Bangkok 


“J don’t think anyone would have 
chopped your head off. After all, 
we feared the white people,” said 
Khun Lu Maha, the son of the last 
sawbwa (prince) of the Wa state of 
Yawng Bang, as he scrutinised his vis- 
itor's blond, Caucasian features. “But 
for others it would have been different, 
especially Punjabis. A Sikh's head, 
complete with a beard and a turban, 
could have fetched several hundred 
silver ingots when I was a child in the 
early 1950s." 

That the head-hunting Wa of the 
wild Sino-Burmese borderlands found 
Punjabi heads particularly interesting, 
and therefore valuable, has also been 
documented by historians. The Shan 
writer Sao Saimong Mangrai relates in 
his The Shan States and the British 
Annexation that "during the Wa States 
tour of a British officer in 1939, a Sikh 
doctor had to be rushed out of the 
head-hunting area under an escort of a 
platoon of troops when it was learned 
that the Wa came and offered Rs 300 to 
some of the camp followers for this 
head which, with its magnificent beard 
and moustache, they said would bring 
enduring prosperity to their village.” 

Other unusual and fashionable 
heads were also appreciated, so the Wa 
prince's remark about a blond-maned 
head could have been made simply out 
of tact. When Queen Victoria dis- 
patched a boundary commission to the 
Wa hills in 1899-1900, two of its mem- 
bers had their heads cut off — and as a 
punishment, the British put a number 
of Wa villages to the torch. 

The colonial authorities had hoped 
that the British heads would have been 
destroyed in the fire. But 25 years later, 
several reports said that these valuable 
trophies had been hidden and smug- 
gled out long before the British assault 
came. The heads were still being 
cherished in a Wa village with “affec- 
tion and reverence," according to Sao 
Saimong. | 

But the Shan historian warns of 
over-simplifications; he. says that 
human heads were not sought for the 
sheer pleasure of hunting or collecting 
them, "as one collects curios or art ob- 
jects.” The heads were, considered 
necessary by the Wa to protect their 
communities from evil spirits and to 
promote the general wellbeing of the 
villages. i ; 

The head-hunting pea reached its 
peak in March and continued until the 
= water-festival — or the Buddhist New 
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Year — in April. In the early 1950s, 
when head-hunting was still rife 
among the Wa, there were already a 
few Buddhist converts — but the head- 
hunting majority were certainly spirit 
worshippers and, for them, the water- 
festival marked the beginning of the 
rice-planting season. Freshly cut 
heads, stuck on bamboo posts on either 
side of the approach to a Wa village, 
were believed to ensure good rice 
crops. 

The origin of this agrarian Wa tradi- 
tion is obscure and will most probably 


WHERE THE WA ARE 


REVIEW MAP by Frank Tam 


never be fully fathomed. One of the few 
foreigners to have travelled in the Wa 
hills is Alan Winnington, Peking cor- 
respondent for the British communist 
paper the Daily Worker in the 1950s. 
He ventured into the hills in Yunnan on 
the Chinese side of the border in 1956 
and wrote a book called The Slaves of 
the Cool Mountains. (The title actually 
refers to the Norsu tribe in northwest- 
ern Yunnan, but it also includes a uni- 
que account of the Wa.) 

In this book, Winnington retells a 
Wa legend according to which decapi- 
tation began with a trick played on the 
Wa by Chu Ko-liang, the famous 
Chinese warrior at the time of the 
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Three Kingdoms (AD 220-280). Chu is 
said to have given the Wa boiled rice ta 
plant which, naturally, did not grow. 
He then told the Wa that their rice 
would grow only if they sacrificed. 
human beings and cut off their heads. - 
After tribesmen heeded this piece o! hi 
astute advice, Chu gave the Wa proper - 
rice seeds which grew. E 
In this way, intra-tribal wz 
with head-hunting expeditions be- 
came a yearly event among the Wa. 
This satisfied the Chinese, who wanted — 
the Wa to be pitted against each other, 
thus making it easier to oit them, 
And since the Wa depended on 
Chinese merchants to buy daily neces- - 
sities, Chinese heads apparently were 
not in danger. KM 
hen ee Ge RS t- 
tle has changed in the Wa rs 
a millennium-and-a-half. Indeed, an- 


other Wa sawbwa's son, Mahasang 
of Vingngun, during an inter- 
view in his jungle hideout 
some years ago, told this 
co dent the very same 
tale. Whatever the real reason. 
behind head-hunting, the 
story shows the bitter anti 

Chinese feelings the Wa have 
traditionally had, and the 
power they attribute to Chin- 
ese shrewdness. : 


he Chinese are said © 
have classified the de 
gree of civilisation of the 
Wa by the way in which they 
collected heads. The mos 
primitive 
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ones were those 
who chopped off any heads, 
preferably belonging to 
strangers. Next came 
who decapitated people 
some pretence of justifica- 
tion: for instance heads of 
thieves. One step higher up 
this social ladder were the 
Wa who bought heads without 
questions, The most civilised 
were those who were content 
with heads of big game. 
However, while tribal feuds 
and head-hunting weakened 
the Wa society and to a great extent 
also hampered its economic develop- 
ment, it seems to have worked to 
their advantage as well. The more 
“civilised” plains people feared them 
and, quite understandably, seldom ` 
dared to enter the Wa hills. The Wa ~ 
were left more or less alone and they ~ 
managed to maintain considerable au= 7 
tonomy in their areas well into modern — 
times, AM 
Their land was first surveyed by out- — 
siders in 1935-37, when the Iselin — 
Commission demarcated the border 
between the Wa states and China, 
which was.agreed upon by the British _ 
and the Chinese in 1941. Even so, the 
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Offerings to supernatural deity: a wild people. 


Wa hills were never fully explored and 
they were only nominally under Bri- 
tish sovereignty. The first road into the 


' area was built in 1941, from Kunlong 
-eastwards along the Nam Tong river to 


the Chinese border. 
The British-initiated Frontier Areas 


T Committee of Enquiry (FACOE) — set 


up to ascertain the views of Burma's 


| minority peoples just before indepen- 


dence — reported in 1947 that the Wa 


T States “pay no contribution to central 
revenues... there are no post offices. .. 
"and the only medical facilities are 


those provided by the Frontier Con- 
stabulary outpost medical officers and 
by itinerant Chinese practitioners 
[non-certi fied]. " 

The Wa states, however, did send 
some representatives to the commit- 
tee’s hearings in Maymyo. Sao Naw 
Hseng came as spokesman for the Wa 
sawbwa of Hsawnglong, Hkun Sai rep- 
resented the chief of Mongkong and 





Sao Maha was sent from Mongmon. 
None of these principalities would be 
"states" in a Western sense, but the in- 
dependence the Wa representatives 
demonstrated was quite remarkable. 
The hearings revealed the gap be- 
tween the Wa way of looking at life and 
the committee's perception of it. 
The following is an excerpt: 

6 Do you want any sort of association 
with other people? 

[Hkun Sai] We do not want to join 
anybody because in the past we have 
been very independent. [Sao Naw 
Hseng|] Wa are Wa and Shans are 
Shans. We would not like to go into the 
Federated Shan States. 

What do you want the future to be in 
the Wa states? 


m 
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[Sao Maha] We have not thought 
about that because we are wild people. 
We never thought of the administra- 
tive future. We only think about our- 
selves.? 

The aim of the FACOE was to unite 
the various parts of Burma into one po- 
litical entity and discouraging head- 
hunting was part of this policy. In 
order to extend central, governmental 
power into the Wa hills near the remote 
Chinese frontier, head-hunting could 
not be accepted — and that seems to be 
the main reason why the British in the 
late 1940s tried to put an end to it. 

For, in a regional and historical con- 
text. there is nothing that really indi- 
cates that the British were against 
head-hunting as such: the Iban of 
Sarawak — another one-time British 
possession — were also head-hunters, 
and though the British eventually 
abolished it there, they had used head- 
hunting to  "pacify" (the usual 
euphemism for conquest in British Im- 
perial terminology) this territory. 

When a Chinese uprising in Sarawak 
in 1857 had been put down by an Iban 
force loyal to the British, Mrs Middle- 
ton, the wife of the then inspector of 
police in Sarawak's capital Kuching, 
on hearing that a large number of 
heads had been taken, exclaimed: 
“That is music to my ears! " It was only 
later, when the Brookes had taken full 
control over Sarawak, that the White 
Rajah issued an order saying that the 
chiefs who continued "illegal head- 
hunting". would have their houses 
burned down. 

Thus, head-hunting died out in 
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A Wonderland of Burmese Legend by 
Khin Myo Chi. The Tamarind Press, 
Bangkok. US$15. 


For the reader tired of the same old 
stories about Burmese insurgency 
and black-market affairs, or bored 
with glossy coffee-table books depict- 
ing the country as “a lost Shangri-la,” 
Khin Myo Chit's book offers a fas- 
cinating alternative. 

The book is presented as "the first 
mythological guide to Burma," and its 
contents fully keep this promise. Khin 
Myo Chit vividly relates old tales and 
legends, which are close to the heart of 
every child born in Burma — a country 
where story-telling has not yet had to 
give way to lurid comic-books or hys- 
terical TV cartoons, as in so many other 
Southeast Asian countries. 

However, it is much more than just a 
collection of old tales. The author de- 
lightfully puts them in their historical 
context; not only that, but she also 
takes the reader on a trip around 
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Sarawak, though it briefly was revived 
during World War II — not at all dis- 
couraged by the exiled colonial au- 
thorities, provided the heads were 
taken from soldiers belonging to the 
Japanese occupation force. 

Head-hunting among the Iban of 
Sarawak differs from the Wa tradition 
in some respects. The taking of heads 
in Sarawak partly demonstrated the 
young Iban warrior's need to impress 
the young girls of his tribe. And no 
Iban girl with self-respect would take 
any young man into marriage without 
demanding at least à couple of skulls as 
proof of his love. Moreover, the spiri- 
tual power thought to be in the head of 
the victim in popular belief would be 
transferred to the hunter. 


hile headhunting was firmly root- 
ed in the cultures of the Wa and the 
Iban, other peoples in the region, from 
time to time, have also taken up this 
practice for political or commercial 
reasons, or sometimes both. Decapita- 
tion was common during the Japanese 
occupation of Malaya and Singapore, 
and severed heads of resistance fight- 
ers — or, more often, civilians who had 
been found aiding them — were put on 
display in public places as a deterrent. 
There is no tradition of headhunting 
in Cambodia or Laos — or Thailand, 
for that matter — yet during the In- 
dochina War it was certainly not un- 
known among ethnic combatants. In 
Laos, one CIA adviser reportedly of- 
fered his hilltribe soldiers Kip 5,000 
(US$1 at that time) for an ear and Kip 
5,000 for a severed Pathet Lao head — 


Burma to provide the stories with a 
geographical setting. 

Starting in Rangoon, which to the 
author is "a concrete and asphalt 
jungle with much too thick a veneer of 
modernism" (foreign visitors may see 
it in a different light), she continues to 
the ancient capital of Pegu; then on to 
Prome, Srikshetra, Mandalay, Sagaing 
and Kyaiktyo, describing pagodas and 
holy places along the way and telling 
stories related to those shrines. An at- 
tractive lay-out and specially drawn 
illustrations by Paw Oo Thet make the 
trip all the more enjoyable. 

Khin Myo Chit, who will be 70 next 
year, is an expert on Burmese folklore. 
She has contributed to The Burma 
Journal, The Oway newspaper and 
both the daily and monthly editions of 
The Rangoon Guardian. When a friend 
of hers suggested that someone should 
compile Burma's old legends and 
translate them into English, she mod- 
estly responded that “of all the vanities 
of human wishes, I am vain enough to 
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rule. In Cambodia, it was quite com- 
mon, judging from eyewitness reports 
and news pictures of Cambodian 
troops carrying newly severed heads. 

Always, they belonged to North 
Vietnamese or Viet Cong soldiers, the 
reason being that the Vietnamese, like 
the Chinese, fear that such disfigure- 
ment will be carried over into the 
after-life. (The Cambodian taste nor- 
mally runs to livers, and it is a practice 
continuing in warfare even today. If it 
is any consolation to the victim, the 
taking of his liver is a tribute to his 
heroism in battle.) 

The practice is now Said to have died 
out among the Wa, but it is uncertain 
when the last heads were taken. Wa who 
live close to the towns have adopted Bud- 
dhism and accepted Shan or Burman cus- 
toms; others have been converted into 






















But the real transformation of the 
Wa sociéty was set in motion by the 
Burma Communist Party (BCP), which 
moved into the eastern border hills in 
the late 1960s. The warlike Wa made 
excellent soldiers for its guerilla army 
and, at that time, military supplies 
could easily be shipped over the border 


from China. Persuading the young | 


tribesmen to fight against the govern- 
ment was not a difficult task. For gen- 
erations, they had been defending their 
territory from what they perceived as 
outside invaders and they shared with 
the communists a dislike for the gov- 


ernment, albeit on entirely different | 


grounds. 

Consequently, military training be- 
came the main priority on the Burmese 
side of the border and though the Wa 
were willing to fight, there are strong 
indications that they have grasped 
very little of actual communist ideol- 
ogy. When the nationalist insurgents of 
the Shan State Army first sent a dele- 
gation to the BCP headquarters at 
Panghsang in 1975, it included the 
young commander Sao Hso Noom, the 
son of the last sawbwa of the Wa state 
of Manglon. When this representative 
of the feudal past entered Panghsang, 
thousands of Wa — much to the embar- 
rassment of the BCP's Marxist 
theoreticians — reportedly streamed 
out to welcome him, shouting: "Our 
sawbwa has returned! Our sawbwa 
has returned!" Blood, it seems, is a lot 
thicker than the stream of communist 
consciousness. A) 








M | 
Rangoon: concrete and asphalt jungle. 


think that that someone must be me." 
And, to be sure, nobody could have 
done it better. 

After an introduction presenting the 
cast of characters that usually appear 
in Burmese folktales, she tells us the 
story of Prince Min Nandar, the 
youngest son of King Ukkalapa of 
Dagon — now Rangoon. The prince fell 
in love with the unfortunate princess 
Mway Noon, who was born in a 
cemetery and was therefore not allowed 
to enter the royal city. A tower was 
built for her on the Syriam side of what 
now is known as Rangoon River. 

Every night the crocodile Nga Moe 
Yeik carried the young prince across 
the river to Mway Noon's tower. When 

the king found out about these trysts, 
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he tried to put a stop to them. But Min 
Nandar slipped out one more night. 
Mway Moon's jealous maid, who was 
also in love with the prince, created 
mischief, resulting in Min Nandar los- 
ing his magical protection and drown- 
ing on his way back. The princess died 
of sorrow and remorse. 

The prince and princess were cre- 
mated on either side of the river, but 
the smoke from their pyres united in 
the sky. The crocodile was executed, 
but was reborn as a wandering spirit. A 
pagoda named after him now stands at 
the ninth milestone on Prome Road, 
and there is also a Nga Moe Yeik bridge 
in Rangoon. 

The area around the bridge was 
bombed during World War II, but the 
bridge itself was never damaged. In 
popular belief, it was the faithful 
crocodile's spirit which guarded it. 

This is just one example of the way 
Khin Myo Chit mixes myth with real- 
ity, legends with history. It should cer- 
tainly fuel the imagination of the 
traveller to Burma. One's only regret is 
that more than half the places she de- 
scribes still remain out of bounds to 
foreign visitors. — BERTIL LINTNER 





for the tourists 


By Bryn Barnard 
pr the stone-jumping ritual, is 
enjoying a revival in the village of 
Bawomataluo — even though else- 
where on the island of Nias, 125 km off 
the west coast of Sumatra, it remains 
only a vague memory. However, a vis- 
iting anthropologist might be puzzled 
by the timing of the ritual — not ac- 
cording to the phases of the moon, or 
any other auspicious sign, but twice 
monthly throughout most of the year. 

The villagers of Bawomataluo rise 
before dawn on the appointed day to 
prepare for the rite. Some of the men 
don elaborate costumes: crocodile-skin 
tunics and gaily coloured cloth vests, 
iron helmets festooned with ijuk-palm 
needles, crocodile-skin spikes and 
hornbill beaks, bronze and coconut 
shell neck-guards and earrings 

The ritual regalia is completed by a 
wooden shield and a finely decorated 
sword, its sheath adorned with a rattan 
ball covered with crocodile teeth. 
Some of the women dress in appliqued 
sarongs and blouses, seed-decorated 
leather belts and gold earrings. 

Other villagers, less 
turned out, set up tables in the village 
square. Wood and stone statues, bead 
necklaces, carved wood boxes. 
baskets, opium scales and those 


same bronze-and-coconut-shell neck- 


guards are arranged. The headman, in 
a formal grey safari suit, hurries about, 
supervising the preparations. 

Then they wait. Some pace ner- 
vously near their tables. Others retire 
to their homes, the high-roofed wood- 
and-thatch stuctures with painted, 
prow-like fronts lining the village's 
stone-flagged street, like an armada of 
ships waiting for the enemy. 

At nine o'clock or so a distant roar of 
an engine signals the approach of the 
ritual's other participants. Soon, à 
cavalcade of buses, trucks and motor- 
cycles wind up the steep, potholed as- 
phalt track, stopping at the base of the 
village steps. The passengers are the 
real reason for the revival of the ritual 
— foreign tourists from the cruise ships 
which now call regularly at Nias. 

Order is maintained until the first of 
the tourists puffs up the hundred or so 
steps that lead to the village. At the 
sight of the stranger, children grab 
armfuls of statues and other souvenirs 
and hurl themselves at this unfortu- 
nate. 

The sales frenzy ebbs only with the 
arrival of the tour guide, who mounts à 
stone table and, megaphone in hand, 
berates the villagers for their aggres- 
siveness. He then herds the tourists to 
the sidelines of the village square. The 
ritual proper is about to begin. 

Costumed village men, loins girded, 


gorgeously 






— 





nter the square to periotor the ritual 
of the stone jump. In the centre of the 
square is a trapezoidal block of stones, 
flanked on one side by a smaller take- 
off stone. With measured steps and a 
flying leap the jumpers clear the hur- 
dle, to the applause from the visitors. 

Next, other costumed male villagers, 
bristling with crocodile skin, ijuk and 
hornbills, mass in the centre of the 
square and run through a series of 
mock-battle dances. 

For the last act, the women perform 
in quite a different manner: slow, 
stately line dances with downcast eyes 
and immobile expressions, areca and 
sirih offered as a gesture of welcome. 

The last dance completed, the last 
souvenir sold, the tourists depart, back 
to the port of Telukdalam, where small 
launches ferry them back to their 
cruise ship. At four o'clock the vessel 
moves off. The tourists have "done" 
Nias. 

Nias island is hilly and stony but fer- 
tile. The inhabitants were once one of 
the fiercest island groups in the In- 
donesian archipelago, an 
extraordinary, megalithic, 
headhunting culture surviv- 
ing well into this century. 

Internecine warfare and 
intense village rivalries were 
integral parts of Niah cul- 
ture. Village fought village 
for booty, slaves and heads. 
Headhunting was an impor- 
tant step on a boy's road to 
adulthood; so was the 
fahombo, with sharpened 
bamboo stakes wedged in the 
flags on the far side of the — 
jumping stone, to snag the 
less agile. 

The Chinese and Persians 
are said to have visited Nias. 
The Portuguese left evidence 
of their passing in the wing- 
tipped shoulder-plates of 
Niah armour. The Dutch ruled 
the island uneasily as part of 
the Netherlands East Indies. 
But it was German Lutheran mission- 
aries who really took the fight out of 
the Niah. By the early years of this cen- 
tury they had converted most of north- 
ern Nias to Christianity, adding the 
more truculent southerners to the ranks 
of the faithful a few decades later. 


| parts the Niah seem a docile, agri- 
cultural and, apart from a few Mus- 
lims, Christian people. They fish and 
grow rubber, rice, coconuts and patch- 
ouli — an aromatic shrub which is one 
of the island’s main cash crops. The 
fortress-like hilltop villages of the 
south, the less imposing round homes 
of the north, some weapons and regalia 
survive. Traditional Niah culture, 
however, seems little more than a 
memory, preserved in the books and 
museums of the Netherlands and Ger- 
many and in the watered-down dances 
and souvenirs of Bawomataluo. 
Cruise-ship tourism began on Nias 
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in 1973, when agents of ` -Holland- 
America Lines arrived on the island, 
looking for a port of call for their 
Singapore-based tours. Bawomataluo, 
well-preserved and accessible by road 
from Telukdalam, was chosen as the 
most suitable tourist destination on 
the island. A performance troupe was 
formed, led by the few village elders 
who could still remember the dance 
steps last done in the 1940s. New cos- 
tumes were made, based on family 
heirlooms. A two-hour show was 
choreographed. 

On 19 January 1974, the MS Prinsen- 
dam docked off Telukdalam. Three 
hundred passengers were ferried up 
the hill for the first performance. It 
proved a success and the Prinsendam 
called a total of 25 times that year and 
13 times each year thereafter until 
1979 when it sank off the coast of 
Alaska. Cruise service was resumed in 
1982 by Pearl Cruise Lines of Scan- 
dinavia. Pearl's MS Scandinavia and 
MS Mahsuri have called at the island 
an average of twice a month ever since. 
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Bawomataluo continues to be the 
main beneficiary of  cruise-ship 
tourism. Today a performance-visit 
fetches about US$200, a sum that is di- 
vided between the 80 or so dancers, the 
five jumpers, the village government, 
the island government and a special 
fund for the restoration and improve- 
ment of the village’s traditional homes. 
Indeed, Bawomataluo is one of the 
most prosperous villages in the south. 

This affluence has aroused the ire 
and jealousy of rival villages. Elders in 
neighbouring Hillisimaetano and more 
distant Hilinawalomazino complain 
that in the old days their villages were 
grander and more powerful than 
Bawomataluo; they should have been 
chosen as the cruise-ship destination. 
Tourists do go to these villages, but 
rarely. The appearance of thriving 
traditional culture which greets the 
cruise-ship visitor to Bawomataluo is 
absent. o 


Battle for exports 
— the primitive urge 


World Trade War by Jon Woronoff. 
Praeger. US$24.95. 


We has acquired a reputation 
in Japan for writing counterpoint. 
He obviously delights in hitting the 
discordant note amid the choir of com- 
mentators who chant the paean of 
modern Japanese success and urge us 
to learn the lessons. With this book the 
Don Quixote of contemporary Japan- 
ese affairs attempts to strike a global 
pose, 

In reality, however, it is the same old 
Woronoff story, a lavishly sensational 
tirade against Japan for its unfair 
business practices allegedly buttressed 
by culturally rigid non-tariff barriers, 
docile workers and so forth. The Ja- 
panese machine is said to be driven re- 
lentlessly by a “primitive urge for more 
exports.” 

Asia’s newly industrialised coun- 
tries, with the exception of the 
capitalist paradise of Hongkong, are 
claimed to share this “primitive urge.” 
They are, therefore, guilty by associa- 
tion of upsetting the applecart of an 
economic order which has served the 
world so well for so long. 

Of course there are no coconuts for 
guessing that Woronoff's world means 
the West, for his views follow a long 
tradition which would have us quiver 
before the potential might of the Asian 
masses. It is almost like a 17th century 
Venetian or Genovese denouncing the 
Portuguese, Dutch and English for 
exploiting the Cape route to the East 
and thus undermining the Mediterra- 
nean economic world. 

To a considerable degree Woronoff 
contradicts the message of his previous 
books, which predicted Japan's coming 
economic and social crises instigated 
by its increasingly rebellious, frus- 
trated, wasted workers who would 


| topple the whole house of cards. 


What with its “plans” which “never 
indicate which products they [the 
more-advanced nations] should manu- 
facture when the present ones are 
taken over by its industrialists" and 
"jts comprehensive management sys- 
tem that is only à shade less systematic 
and different, than some of the cen- 
trally planned economies," how can 
Japan and its inscrutable people with 
their market-share obsession be halted 
in their tracks before they knock off 
the industries of the West, including 
computers — so our Cassandra tells us 
— one by one? 

Faulty syntax aside, however, these 
two quotes show that some of the 
shortcomings of the previous books are 
reproduced in this one. Grand generali- 
sations unsupported by hard evidence, 
and often contradictory, abound. 


7 FEBRUARY 1985 e FAR EASTERN ECONOMIC REVIEW 


(  Pseudo-history and pseudo-an- 
thro ology are brought in to service in- 
valid” arguménts. For example, 
Woronoff claims that in Japanese his- 
tory exporting was a noble function, 
importing a low one, hence the Japan- 
ese prejudice against foreign manufac- 
tures; all very neat, but quite wrong; 

Surprisingly, in a book which claims 
to be about economics there is a disre- 
gard of basic economic theory and 
elementary economic history. Woro- 
noff's view of economic development is 
quaint. 

"Some of the new economies fin- 
cluding Japan, South Korea and 
Taiwan, ‘and partly Brazil] . . . at- 
tained prominence not through a spon- 
taneous process of growth but on the 
basis of willpower and abstract deci- 
sion." Would that it were so easy, for 
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More simply put, ch ot this book 
is: repetitive and dull as if it had been 
cobbled «together from lecture notes. 
The-Japanese distribution system is 
described more than once and chapter 


five is;merely an unanalytical narra- | 


tive lof the economic diplomacy over 
trade friction caused by Japanese car 
exports. 

|. Woronoff does proffer his own re- 
medies for what he sees as the coming 
world trade war: Japan must stop 
being Japan by dismantling its culture, 
theultimate non-tariff barrier in the 
author’s opinion. Meanwhile, the West 
must pin its hopes on economic re- 
vitalisation; especially of its “sunset 
industries;" which is to be brought 
about through the strength of market 


and attainable any of this is 


can decide for themselves. * 


The sad thing about the book is that - 


Woronoff has: some very worthwhile 
things-to say, for example about the © 
complexities of the Japanese distribu- ^ 


tion system, especially when compared 
to that of the West, which almost in- 
vites imports, and the neglect of such 
infrastructural things as sewerage and 
housing. 

These observations, however, 
suffocated by the air of contrived in- 
evitability that hangs about the book 
and the: rather pompous pronun- 
ciamento:style in which it is written. 
Counterpoint is all very well, but in 
this book it becomes almost counter- 
factual, certainly counterproductive. 





FICTION 


Respect for the jailers 


Empire of the Sun by J. G. Ballard. 
Granada. HK$40.50 (US$5.25). 


ot many books. published in the 

West about World War II have 
portrayed the Japanese as good guys. 
Some authors have demonstrated that 
they. were prisoners of their national 
system of ethics, as much as the unfor- 
tunate Allied soldiers and civilians, 
whom they maltreated in their camps; 
that they were prisoners of the Bushido 
concept.of systematic brutality. 

For this if for no other reason, Bal- 
lard's compelling new novel — which 
was wrongly tipped to win the pre- 
stigious Booker Prize in Britain — is 
worth reading. Ballard shows the Ja- 
panese soldiery as stoical, underfed, 
bullied by their officers and by no 
means devoid of kindness. 

When their British. and American 
prisoners were dying of hunger, they 
were also on the point of it. And clearly 
they saw the racial pretensions of their 
captives — people who had once as- 
pired to rule the world — as absurd and 
not worthy of respect, when they were 
wallowing in their own urine on the 
point of death. 

The Japanese did not aim to rule the 
world — only Asia. Theirambition was 
modest by comparison with that of the 
British, And the semi-literate rank- 
and-file of the Japanese army could 
hardly be expected to embrace Christ- 
ian ideas of magnanimity. towards 
enemies which made a nonsense of the 
Shintoism in  which.,.they were 
nourished. 

One can argue that. Ballard was 
lucky to be in a civilian camp, where 
the indifference of the.guards at least 
spared him the iron diseipline and ter- 
ror inflicted on the PoWs,.But the fact 
remains that through the,raw eyes of a 
child and adolescent, be,conceived a 
greater respect and affection for his 
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British PoWs and Japanese guard: prisoners of Bushido. "e 


jailers — and their wonderful pilots — 
than for the class-conscious, self-serv- 
ing British and American internees 
who surrounded him. 

The ethical message of this novel, 
however, is subsidiary to its artistic 
purpose. It is not sheer autobiography, 
in that. Ballard — unlike his pro- 
tagonist, Jim — was never separated 
from his parents in camp. By his own 
testimony; he felt alienated from his 
Shanghai experience when he was re- 
leased and returned to Britain. He 
never thought about writing about it 
until he was already a well-known au- 
thor. 

But in retrospect it was the images of 


. childhood in camp that supplied the 


raw materials for his surrealistic, often 
baffling, but always fascinating tales 
of alternative futures. "Science fic- 
tion" as a description perhaps de- 
means his work, which reaches to the 
horizons of imagination and some- 
times, from the reader's point of view, 
a little too far beyond. 


| 


— DEREK MASSARELLA 
Blockhouses are one of Ballard's 
| metaphors, though they are not 


| pillboxes with machine-gunners in- 


| side, in his pre-Jim writing, but targets 


— HER 





for nuclear tests with fortified cameras 

to record the degree of destruction 
Another is drought — symbolic of all 

shortage and starvation — with men 


| clothing themselves in cut-up rubber 





tyres to preserve their skin from the 
salt, when the sea begins to dry up and 
they still have to go fishing to live 

The metaphor of deprivation lies be- 


| hind much of Ballard's writing, and 


one can trace its origins to the image of 
Jim, guzzling extra sweet potatoes 
which he could filch through his 
youthful resourcefulness, while the 
sourpuss adults of his environment 
died slowly and without dignitv or 
humility. 

His greatest admiration for “his own 
side” was experienced when he saw Mus- 
tangs close-up on a bombing raid; but 
his ambition was to be a pilot in the Ja- 
panese Imperial forces. Allied victory 
frustrated this design; his admiration 
for the little men who licked the arro- 
gant white adults, whom he had ceased 
to respect, endured. — DAVID BONAVIA 
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- By Jose Galang in Manila 
p. he electronics industry, one of the 
m few bright spots in a dismal 
Se Philippine economy in 1984, has 
little chance of maintaining its rapid 
€ "Xport growth this year. Electronics 
pr oducts, mainly semiconductors, con- 
tr ibuted almost 25% of Philippine ex- 
- port earnings last year as the industry 
w despite the shortage of foreign 
e: ange to pay for imported compo- 
nents that depressed most manufac- 
gin the country. But after topping 
- the list of exports for the fourth year in 


tu 
» 


a row in 1984, semiconductors face | 


—much weaker demand this year be- 

— cause of a supply glut in Western mar- 
kets. 

ur Exports of electronics products in 
- 1984 reached US$1.33 billion, up 33% 






















pamm the previous year's US$996 mil- | puters. With the 
lion, preliminary data from the Na- | success of these 
tional Census and Statistics Office | pioneers and the 


_ show. The big jump contrasts with de- 
- elines experienced by such traditional 
om exports as sugar (down 4% to US$287 

nillion), copper concentrates (down 
3.8% to US$115 million) and timber 
down 27.5% to US$108 million). The 


For 1985, however, semiconductor 
“producers expect the glut to result in 


traced to the euphoria of the world’s 
“pers sonal-computer manufacturers — 
"among the Phillipines’ top customers 
—— who went on a buying binge in late 
—1983 thinking that their market was 
ited. 
— Cristino Concepcion, president and 
3 hairman of Stanford Microsystems 
Inc. (the sales leader among local 
ilipino-owned microchip subcon- 
actors), says the huge orders placed 
_ by personal-computer makers at the 
time encouraged semiconductor as- 
- semblers to boost production 
"capacities by margins that outstripped 
demand by up to 25%. The market for 
eagle computers, however, weak- 
—ened and the computer makers even- 
P taally cancelled orders. 
Concepcion, however, believes that 
— other sectors of the electronics indus- 
try, such as consumer electronics, 
should take up the slack while the 
computer market is undergoing a 
— shake-up. He projects that total de- 
~ mand will just about balance supply 
again by mid-1985. Meanwhile, the 
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E niconductor exports’ growth rate | operations in the 
_ Was also far higher than the overall ex- | country, among 
-port increase of 7% for the period. them Intel, Na- 
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TI e Philippine electronics sector faces a world glut 


he Sais are down 


“correction” will continue to depress 
production during the first six months, 
but most local manufacturers are ex- 
pected to hold on without much damage. 

The Philippine electronics industry 
— predominantly labour-intensive op- 
erations assembling or “packaging” 
semiconductors using imported com- 
ponents — has come a long way since 
the establishment of the first two elec- 
tronics enterprises, Stanford and the 
now-defunct Carter Semiconductors, 
in 1969. Stanford was the first to go 
into the production 
of integrated cir- 
cuits, having gained 
experience in the 
production of mem- 
ory cores for com- 


boom periods in the 
early 1970s, more 
enterprises were set 
up. Soon, American 
companies were at- 
tracted to establish 


tional Semicondue- 
tors and Texas In- 


sligh tly lower exports, with the possi- | struments. pet 
bility of growth resuming in 1986. The | There aretwodis- 
P oversupply of semiconductors was | tinct groups of 


semiconductor 
companies in the in- 
dustry. The first are 
the Filipino-owned independent sub- 
contractors which vie for  con- 
tracts from North American or Euro- 
pean electronics manufacturers to 
produce batches of specific types 
of products. In the second group 
are the so-called captives, which 
are actually wholly owned subsi- 
diaries of foreign electronics com- 
panies carrying out in-house opera- 
tions as part of a world-wide proue- 
tion chain. 

Companies in the second group enter 
into a direct contract with the govern- 
ment’s Board of Investments for the 
manufacture of set volumes over a 
specific period, in exchange for certain 
privileges. The government has been 
putting more emphasis on the tied op- 
erations because they provide some de- 
gree of stability in terms of exports and 
employment — both badly needed in 
the Philippines’ fragile economic re- 
covery. 


To encourage more electronics mul- 
tinationals to set up in the Philippines, 
President Ferdinand Marcos issued an 
executive order in 1982 granting vari- 
ous incentives to semiconductor com- 
panies. It granted tax-holiday exten- 
sions and other incentives if a company 
continued to import machinery and 
parts for the industry to advance 


technologically and improve produc- 
tivity. Semiconductor assemblers also 
were exempted from the surplus-pro- 
fits tax and contractor's tax normally 





South Korean electronics workers: 2 matter of tactic.’ 


imposed on firms that do subcon- 
tracting work for foreign principals. 
However, the companies also were re- 
quired to finance an industry-wide 
training programme. 


rom a meagre 3.4% of total ex- 
ports in 1975, the share of semi- 


conductors expanded to 15% in 
1981 to become the top export product 
for the first time — semiconductor ex- 
ports for that year amounted to 
US$838 million. Semiconductors have 
consistently been the top export pro- 
duct since then, The government pro- 
gramme for the electronics industry 
projects exports to rise by an average 
15% a year to reach US$1.58 billion by 
1987. The industry currently employs 
close to 50,000 workers. 

Obviously the most glamorous pro- 
ducts being turned out by the local in- 
dustry are the memory chips for com- 
puters, aped the state-of-the- 























art 256K chips. Aside from the types 
produced exclusively for the electro- 
nics multinationals (used in the manu- 
facture of communications equipment, 
office equipment, industrial instru- 
ments and military and consumer pro- 
ducts), some local companies also have 
been involved in more sophisticated 
applications. For instance, Dynetics 
Ine. produced chips used in the In- 
donesian satellite Palapa. Stanford is 
subcontracting ceramic chips from 
Japan’s Kyocera Inc. 

There is considerable excitement in 
the industry over the possible expan- 
sion of production to upstream electro- 
nics manufacture. However, some 
parts of the industry seem to be un- 
happy that the government has been 
paying mere lip-service to such inte- 
gration. Vicente Chuidian, chairman 
of Asian Reliability Co. Inc. (ARCI, the 
parent company of Dynetics), noted 
that government policy shifted from 
encouraging subcontracting in the 
1970s to attracting offshore manufac- 
turers who can guarantee output 
levels. 

"The [policy] move should have been 
to encourage Filipino semiconductor 
companies to go into vertical integra- 
tion because that builds up your tech- 
nology, it protects you from the cycli- 
cal downturns of the market and it 
earns you more value added because 
chip assembly is the low man in the 
totem pole when it comes to value 
added," said Chuidian. 

" And yet the work of upstream inte- 
gration is not at all difficult. As a mat- 
ter of fact, the work that Taiwan, 
Hongkong, South Korea and Singa- 
pore have engaged in is probably easier 
from a manual-dexterity standpoint. 
Even from a supervisory standpoint, 
it's easier to engage in. So it's a matter 
of tactic; someone has to understand 
_ what the whole electronics game is all 
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abotit, where it’s going, and how to di- 
rect it in an effective fashion.” 
Chuidian 
madé to the government had not been 
taken seriously. He said that because 


policy, “Ihave been targeted at ARCI.” 
ARCI is currently under investigation 
for diverting part of US$25 million in 
foreign loans to investments in some 
United States-based electronics oper- 
ations (REVIEW, 24 Jan.). 


nother industry leader who is 
unhappy with just subcontract- 
ing semiconductor assembly is 
Concepcion. He has listed at least 10 
electronics components which, he said, 
can be produced locally. Among such 
items are magnetic heads, disc drives, 
telephones, RF modulators, micro- 
motors and batteries. 

Current economic conditions in the 
Philippines are not helped by the gov- 
ernment's attitude. For instance, local 
semiconductor firms envy the 6% cost 
of capital in South Korea. That, Con- 
cepcion says, already negates any 
labour-cost advantage the Philippines 
may have. He proposes that the gov- 
ernment subsidise certain loans or 
open a re-discounting window for 
specific industries such as semicon- 
ductor assembly to support them with 
at least lower interest rates than the 
currently prevailing 35-40% a year. 





Another problem now hurting local | Asian countries, the study said. 
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By Charles Smith in Tokyo 


LES imports may have ac- 
counted for as much as a fifth of 
the 19% increase in Japan's foreign- 
car purchases in 1984 — and the grev 


gene against government | 
ed about 8% against the greenback. 


said recommendations | 


Looking the other way 


Ignorance is bliss in Japan as the government allows car-import 
rules to be bent in the name of market liberalisation | 


market flourished with the apparent | 
approval of the government. Japan | 


Automobile Importers Association 
(JAIA) dealers say "parallel" imports 
— or as some prefer to call them, 
"grey" imports — have been rising 


even faster than those by manufactur- | 
ers agents. The 1984 gain ended a | 


three-year decline in which import 
numbers had fallen by more than a 
third. 

In the case of BMW, the West Ger- 
man car-maker which is often cited as 
a model of how foreigners should 
tackle the Japanese market, grey im- 


ports jumped 55% in 1984 and ac- | 


counted for more than a third of new 
registrations. The president of BMW 
Japan, Yoji Hamawaki, says the threat 
der ur. 
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semiconductor firms is the increasing: 
value of the Philippine peso against the 
US dollar. Since their exports are de 
nominated in dollars, an increased peso 
value means lower proceeds from sales, 


Since early December, the peso has ge pr 























But what could perhaps be the mos 
important factor affecting log 
semiconductor firms’ prospects 1s 
unpredictable political situation in the 
country, prompted by speculations 
about Marcos’ health and the lack of a 
clear succession mechanism. Some of 
the local independent subcontractors 
have noticed that their principals have 
been giving them reduced shares of 
their total orders, though they have re- - 
mained satisfied with the quality of” 
local output. The most the foreign’) 
semiconductor users give to Philippin 
subcontractors now is about 60% of © 
total orders. The rest goes to other as- ~ 
semblers in nearby countries. (Malay=_ 
sia is already ahead of the Philippines 
in the value of total integrated circuit ^ 
exports.) 3 

The industry also is worried abouti 
the impact of lower investment outlays 
made by US electronics firms d 
Philippine operations. A study in mide 
1984 showed that the Philippines wé 
bypassed by most US electronies lead 
ers in their investment plans. Such ins” 
vestments were instead placed in some- 
Northeast Asian and other Southez st. 
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from the parallel dealers has become a^ 


"tremendous problem" for his come? 
pany. It is estimated that bac k-door 
imports accounted for about 18-20% 
of the approximately 36,000 foreign” 
cars imported into Japan last year. 

Parallel importers, unlike their 
"legitimate" counterparts, have no” 
purchasing contracts with the Euro- 
pean or American manufacturers 
They secure their supplies from over- 7 
seas dealer networks and ship them to 
various Japanese ports in small 
batches. Their supplies enter under à 7 
clause of the Road Vehicles Act de- 7 
signed to accommodate the needs of 
private individuals bringing their own 
cars into the country 

The private-individual import sys- 
tem theoretically requires cars to meet. — 
the same safety or emission standards 
imposed on commercially imported | 
cars. Next to California's emission- 


control laws, these 
standards are the 
world's strictest. An 
important loophole in 
the system, however, is 
what franchised deal- 
ers refer to as the 
“10-at-a-time system.” 
Under this, private im- 
porters can bring cars 
into the country in 
batches of 10, but only 
one need undergo the 
full range of emission 
tests. 

The remaining nine 
Cars undergo an emis- 
sion test while the en- 
gine is idling — but 
this is much easier to 
pass than the full test 
which is applied to 
cars undergoing the 
more detailed inspec- 
tion procedures. The "10-at-a-time" 
inspection system does not mean that 
cars which have not received any mod- 
ifications for Japanese conditions can 





get into the country — but it does mean | 


that cars with standard Japanese 
catalytic converters (rather than speci- 
fic converters designed by the manu- 


facturer) can sail through the system | 


without much difficulty. 

Once the test is over, there is no way 
of knowing whether the converter is 
left on the car or removed to provide 
better fuel economy and performance. 

Officials at the Ministry of Trans- 
port, which is supposed to be responsi- 


ble for administering vehicle safety | 
_ have seen fit to adapt for the Japanese 


and inspection laws, claim to know no- 
thing about the parallel system. They 
say that individual inspection of im- 
ported cars is not their responsibility, 
but that of about 100 local transport 
offices which are largely a law unto 
themselves. Behind this facade of ig- 
norance there is every reason to believe 
the government is happy with the way 
its own rules and regulations have 
been manipulated to allow more 


Mercedes; BMW; Jaguar: growth 


| 








foreign cars into Japan. This appears | 
to be particularly true of the Ministry | 


of International Trade and Industry 
(Miti), which has to worry most about 
Japan's relations with Western indus- 
trial countries. 

The parallel system for cars is appa- 
rently seen by bureaucrats at Miti as a 
worthy successor to the parallel import 


system which slashed the price of | 


Scotch whisky in the Japanese market 
in the late 1970s — and did much to de- 
stroy the quality image of imported 
whisky. As long as the efforts of the 
parallel importers help to boost for- 
eign-car registrations, thereby boosting 
Japan's imports of manufactured 
goods, no Miti official seems likely to 
look too closely at the fine print of the 
Road Vehicles Act and the emission- 
control regulations. 

One result of the relatively simple 
procedures used by parallel importers 
is that they can often beat their larger 


70 





the grey market. 
competitors in the race to introduce a 
new model to the market. It takes 


sary documents for putting a batch of 
cars through the “10-at-a-time test,” 
whereas at least six weeks are needed 
to prepare for type notification — one 
of three means of entry for legitimate 
importers. 

A more important point is that 
parallel importers often bring in 
models that are not available at all 
through the dealer network. The paral- 
lel importers buy their cars direct from 
European or American dealers, 
whereas legitimate importers sell only 
cars that their manufacturing sources 


market. 

An example of a parallel import 
which eventually led to a showdown 
with Japan's largest legitimate 
foreign-car importer, Yanase, was the 
import over a two-year period of the 
Mercedes Benz 2500 series. Unau- 
thorised dealers made hay with sales of 
this model in 1982 and 1983 while 
Yanase was restricted to sales of a 
smaller and less-attractive range of 
cars, because modifications to meet Ja- 
panese emission standards had not 
been made in West Germany. 


ut in October 1984, Yanase began 

bringing in its own 500s, fully co- 
verted for Japanese conditions and 
priced at ¥1 million (US$3,950) less 
than the rate charged by members of 
the Foreign Automobile Importers As- 
sociation (FAIA), the parallel import- 
ers' club. The result was a surge in 
Yanase's sales, and a decline in the 
ratio of Mercedes cars entering Japan 
through the parallel network — even 
though FAIA members fought back by 
undercutting Yanase's price. 

In the case of BMW (last year's main 
parallel import target) FALA members 
have made much of the fact that the 
models they sell are right-hand drive, 
suited to Japanese road conditions 
where driving is on the left. BMW 





| 


| whereas the 323.IA was designed for 
about two weeks to prepare the neces- | Europe, where emission controls are 


————srá—se— 


Japan so far has only 
brought in left-hand- 
drive models, which 
are adapted at its West 
German factory to 
meet the emission re- 
quirements of both 
Japan and the United 
States. In February 
however, it will offer 
both types of cars on 
the Japanese market. 
A popular FAIA im- 
port in the BMW line 
which allegedly out- 
performs a  "legiti- 
mate” model is the 
BMW 323.IA. This has 
a smaller engine but 
more horsepower than 
the 325.1 which is im- 
ported by BMW Japan. 
The 325.I was adapted 
specially to meet emis- 
sion controls in Japan and California, 


less rigid. 

Models from the British Jaguar 
range of cars which are sold in Japan 
by parallel importers, but not by 
Jaguar's local sales representative 
(Austin-Rover Japan) include a X35 
million Daimler limousine, which 
comes nowhere near meeting Japanese 
emission standards in its raw form and 
the Daimler Sovereign, which could 
present a serious legal stumbling block 
because of the existence of a Nissan car 
called the Sovereign President. 

One reason FAIA can handle such 
business cheaply and efficiently is that 
it is not a trade association (like its 
rival JAIA) but a legally recognised 
"small business cooperative union." 
Small business unions, which have to 
be formally constituted under a law 
administered by Miti, enjoy impor- 
tant tax privileges and access to 
loans from government banks such as 
the Shoko Chukin Bank. The stand- 
ard income-tax rate for such or- 
ganisations is 26% compared with the 
normal corporate income tax in Japan 
of 43%. 

Another complaint made by formal 
importers against FAIA is that parallel 
dealers are taking a free ride on the 
hugely expensive efforts made by JAIA 
and its members to publicise European 
cars in the Japanese market. This is 
clearly a valid point (though FAIA 
members also have been known to ad- 
vertise their products quite aggres- 
sively). But the parallel importers have 
their own equally valid claims. 

They admit they may not be recog- 
nised by carmakers and may be re- 
duced to buying most of what they sell 
from garages in Europe. But they say 
their approach suits consumers better 
than that of the legitimateimporters — 
and thus has a right to exist. More im- 
portant, FAIA's guerilla tactics often 
seem to force legitimate importers to 
be more competitive. oO 
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MILD SEVE 


Japan's Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 





The customs and traditions that make Thai culture so unique date back ov 


At Thai International we're pleased to say that nothing has changed. 








vo thousand years. 
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A small Japanese garage chain feels the invisible hand of 
Miti after attempting to import petrol independently 


By Charles Smith in Tokyo 


he mighty Ministry of International! 

Trade and Industry (Miti), which is 
used to giving “advice” that cannot be 
ignored to some of the biggest com- 
panies in Japan, was left looking ex- 
tremely foolish in January, after cross- 
ing swords with a small chain of gar- 
ages which wanted to import petrol di- 
rect from Singapore. 

Lions Oil tried to bring in the fuel 
against Miti's advice. The ministry was 
then held up to opprobrium for al- 
legedly “forcing” Lions to sell the pet- 
rol to one of Japan's oil-industry giants 
instead of selling it to consumers at a 
price far below that of locally refined 
petrol. 

The way Miti did this, according to 
Lions president Taiji Sato, was by "or- 
dering" the company's main bank to 
cut off its supply of funds at the crucial 
moment when the petrol was being 
cleared through customs. When the 
REVIEW interviewed Miti officials at 
the Agency of Natural Resources and 
Energy, they were bristling with indig- 
nation about Sato's revelations. 

They said it was totally untrue that 
Miti had ordered the company's main 
bank to cut off funds and equally false 
that pressure had been applied to delay 
clearance of the oil through customs 
(which is under the control of the 
Ministry of Finance). Miti does admit, 
however, that it did everything in its 
power to dissuade Lions from import- 
ing oil — short of directly interfering in 
the company's business in the way 
Sato alleges. 

Miti also says it is determined to go 
on blocking petrol imports into Japan 
by Lions or by any other small com- 
pany that tries to rebel against its pre- 
sent policies. 

Behind the case of Miti vs Lions lies a 
typically complex example of “dis- 
creet" government regulation of an in- 


dustry so as to protect it from the cold | 


winds of international competition. 
Japan's Petroleum Industry Law, 
which lays down the basic rules for im- 


porting and refining crude oil, says no- | 


thing about imports of oil products 
beyond requiring importers to report 
their transactions to the government. 

The way things work in practice, 
however, is that Miti can decline to ac- 
cept import documents. This could 
apply to products, such as petrol, that 
it wants the domestic refining industry 
to produce on an exclusive basis. 
Would-be: importers who have had 
their documents rejected by Miti in the 
past have never had the nerve to go 
ahead and bring in petrol without ap- 
proval, officials say — though it seems 
likely that more may now do so. 
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Miti justifies its ban on petrol im- 
ports by pointing out that the structure 
of Japan's market for oi! products dif- 
fers significantly from the global sup- 
ply structure, with very heavy demand 
for fuel oil and kerosene and propor- 
tionately less petrol use. If petrol im- 
ports were freed, Miti says, domestic 
refiners might be discouraged from 
producing the kerosene and fuel oil 
needed to keep the wheels of industry 
turning and importers might not be 
able to meet their needs for these pro- 
ducts on world markets. 

That could cause market disruption 
and perhaps even lead to critical fuel 
shortages in some sectors. Rather than 
allow that to hapen, Miti considers it- 
self justified in intervening to regulate 
imports — even though the law does 
not authorise this. 

Private-sector critics of Miti, while 
admitting that Japan has a peculiar 


Miti: determined to block petrol imports. 


demand structure for oil products, are 
inclined to place the emphasis rather 
differently. They point out that petrol 
in Japan costs about three times as 
much a litre as crude oil (making it 
the world's most expensive), whereas 
heavy fuel is marketed by Japanese re- 
finers at almost the same price as im- 
ported crude. 


his highly unbalanced pricing sys- 
tem would have to have been delib- 


| erately contrived by Miti, though Miti 


officials strenuously deny that they 
have ever intervened to fix oil-product 
prices. What Miti does instead is to ask 
oil refiners to modify their production 
plans for various oil products (includ- 
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| the Miti-determined price 


| 





ing petrol, fuel oil and kerosene) in ac- | 


cordance with a Miti blueprint. 

This practice, combined with the de 
facto ban on petrol imports, helps to 
preserve a price structure which suits 
Japanese industry very well but is not 





for consumers (ex- 
cept for the residents of no 
Japan who depend on kerosene to heat. 
their hqmes). 

Some of Miti's more strident critics 


say it uses its powers of guiding petrol | 


production to distribute favours to in- ~ 


dividual oil companies which are re- 
paid in the form of political donations 
to the ruling Liberal Democrajic Party 
or jobs for retired Miti officials. A more 
plausible explanation for Miti's be- 
haviour is that the ministry is simply 
trying to assist industry in general by 
keeping down the cost of one of its 
most essential materials. 

If this is so, the Miti policy is getting | 
increasingly out of date, according to 
the Petroleum Association of Japan, 
the body representing the domestic oil- 
refining industry. A spokesman for the 
association told the REVIEW that, while 


| heavy fuel oil was a strategic product - 


for Japanese industry until the early or ` 


mid-1970s, it now faces at least two 


competitive energy sources (liquefied 


natural gas and coal) which are as 


cheap, if not cheaper. 
This ought to mean that industry 


could survive the dismantling of © 


without too much effect on its inter- 


tiveness. As an in- 
dication of 
way things 
changing, 


cupies a smaller 
shareinthe output 
of refiners tham 


past 
by 


volume 


system . 
national competi- - 
the — 
are | 


heavy — 
fuel oil already oc= — 
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(about 40% — 
com- 

pared with a peak ^ 
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e " of 50%) P 
DA If the shift away 
| from heavy fu 
E Ww "| continues, an if 
T companies both — 


"AMES SIAR THOLOME E inside and outside 
challenge Miti's extra-legal ban om 
petrol imports, the ministry will pre- 
sumably be forced to back down sooner 
or later. Miti bureaucrats leave little 
doubt, however, as to which of the two 
it will be. 

Judging by a sequel to the original 
Lions incident it looks as if Miti will 
be getting some outside support for 
its stand against imports. After fail- 
ing in his first attempt 
Singaporean oil products into Japan, 
because of withdrawal of financing 


Japan continue to 


i 





to bring 


by his Japanese bank, Sato sought a - 


loan from the Singapore Government- 
controlled Development Bank of Sin- 
gapore (DBS) to finance a second 
attempt. 

The Tokyo branch of DBS is believed 
to have said that Sato's application 
might be considered — but at the end 
of January, DBS’ head office was re- 
ported to have turned down the appli- 
cation. o 
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Thai-US trade relations are soured by a dispute over textiles 
exports, and none of the solutions seems palatable 


—— By Paisal Sricharatchanya in Bangkok 


nlike Japan, which has tradi- 
tionally been seen by Thai traders | 
as having a closed market, the United 
States market has been viewed as 
open. But that view is changing, due in 
— part to a series of failed attempts by US 
— tuna packers in 1984 to raise tariffs on 
— imported tuna, of which Thailand is a 
— - Major supplier. Now, the once-liberal 
American market is turning protec- 
tionist (REVIEW, 1 Nov. '84), and Thai 
1 concern is rising over a squabble con- 
cerning import tariffs on Thai fabrics 

- and garments. 
p Following petitions by US textiles 
— manufacturers in July 1984, alleging 
— that the Thai exports are subsidised, 
— the US Commerce Department in De- 
cember made a preliminary ruling 
which set 6.01% and 2.03% counter- 


LI 


—-vailing duties (CVDs) on Thai fabrics | 


— and garments, respectively. The Thai 


exports were alleged to be subsidised 
by concesssionary credit, discounting 
of industrial bills, tax rebates and 
below-market electricity rates. Sev- 
eral other supplying countries — in- 
cluding Indonesia, Malaysia and Sri 
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Lanka —are also facing similar action. 

The 21 December ruling is not final. 
But trade sources told the REVIEW it 
has already caused some disruption to 
purchase orders, as US buyers have 
had to put up bonds equivalent to the 
preliminary CVD levies. US officials 
visited Bangkok in mid-January and 
held wide-ranging discussions with 
Thai Government agencies and private 
manufacturers to "verify" 'the initial 
figures. A final determination is sche- 
duled for 4 March, and unless some re- 
medial action is taken before then, the 
final CVDs will be added on top of 
existing duties on Thai exports, which 
range from 18% to about 30%. 

It is hardly surprising that the issue 
is viewed with grave concern. Al- 
though Thailand accounts for only 2% 
of US textiles imports, its textiles sales 
to the US have risen substantially in 
recent years and are now Thailand's 
largest export item to the US — fol- 
lowed by.tin and integrated circuits. 

According to statistics from the 
Bank of Thailand (BoT — the central 
bank), the US market accounted for 


Squeezing through 


Indonesia’s central bank introduces a measure to help maintain 
bank liquidity and regulate the monetary system 


By Manggi Habir in Jakarta 


ank Indonesia (BI — the central 
bank) has launched new money- 
market instruments that may help 
avert a liquidity crunch in March when 
domestic banks will have to repay it 


Bank Indonesia: keeping away from the crunch. 
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some Rps 170 billion (US$157.26 mil- 
lion) of earlier support borrowings 
(REVIEW, 31 Jan.). As of 1 February, 
banks will be allowed to endorse and 
discount their corporate clients' com- 








27% of the total Baht 14.3 billion 
(US$623.9 million, at the pre-devalua- 
tion exchange rate of US$1:Baht 23) 
textile-product exports in 1983. Ex- 
ports to the US rose markedly in 1984, 
reflecting the American economy's 
strong recovery. Of the total Baht 13.3 
billion Thai exports during the first 
nine months of 1984, some 36.5% went 
to the US, mostly textile products. 

The issue has clearly become an ir- 
ritant between the two nations, which 
traditionally have enjoyed a favoura- 
ble political and economic relation- 
ship. The Thais say the CVDs are un- 
fair to a developing country such as 
Thailand. "Restrictive action taken by 
major powers like the US will stymie 
[the growth of] our economy. How 
shall we derive income to purchase 
[capital goods and technology] from 
them if not through increased ex- 
ports," commented a senior executive 
at the Board of Trade, a powerful pri- 
vate group of the country's leading in- 
dustrialists and exporters. 

But the Americans view the issue 
somewhat differently. American 
Chamber of Commerce president 
Harold Vickery told a Bangkok confer- 
ence on export trends in December: “If 
one reads some Bangkok newspapers, 
one might have the impression that the 
US has not taken one shirt — not even 
one handkerchief — from Thailand in 
the last year. Trade statistics tell a dif- 
ferent story." 


mercial paper and bills of exchange as 
well as issue their own notes, enabling 
the banks to raise short-term funds 
when needed. 


With these new monetary instru- 


| ments, banks will be able to manage 
| their assets and liabilities more flexi- 


bly, allowing them to overcome the 
periodic tight liquidity which has 
afflicted Indonesian banking. It also 
provides BI with an effective way of in- 
jecting liquidity into the monetary sys- 
tem, now that it is phasing out other 
credit facilities made available to pri- 
vate national and state banks to help 
them maintain adequate liquidity. 

Top-ranking banks have welcomed 
the initiative. However, the smaller 
ones have been less enthusiastic. as 
they are the ones — ofterr suffering 
from chronic liquidity problems — 
which may face difficulty in selling 
their own notes. Note purchasers will 
ultimately have recourse to endorsing 
banks and thus would want to ensure 
the credibility of the endorsing bank. 

Most observers, therefore, expect a 
shake-out in the banking industry — 
the first signs of which should surface 
in March. With roughly half of some 
Rps 300 billion drawn under BI's spe- 
cial credit facility (REVIEW, 11 Oct. '84) 
and about Rps 20 billion in liquidity 
credits falling due in March-April, it 
will not be long beforethe new mea- 
sures are further put to the test. 

There has already been-some fallout 
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. about three times 
more than the average increase in allof 
Thailand's textiles exports, and almost 
four times more of a rate of increase 
than that to either of the other two 
large trading blocs, the [European 
Economic Community| and Japan." 
But Vickery conceded that there was 
little question the US was approaching 
a point where it would be impossible to 
continue importing so much. 


number of options regarding the 

CVDs are still under discussion be- 
tween Thai and US officials, but each 
has some negative consequences. The 
US has expressed willingness to 
negotiate a bilateral agreement with 
Thailand under the subsidies code of 
the General Agreement on Tariffs and 
Trade. Signing the subsidies code 
would qualify Thailand for an "injury 
test," with the US textiles manufac- 
turers having to prove the Thai pro- 
ducts are causing them injury. 

Since an injury test is costly and 
time-consuming, the move — which 
must be taken before the final CVD de- 
termination is announced on 4 March 
— can be seen as a tactical step to deter 


other US industry groups from filing | 


similar CVD petitions on other Thai 
products. But Thailand would also 
have to enter simultaneously into a 
separate agreement with the US, 


in the industry. In October 1984, BI 
had to take over the management of a 
privately owned Jakarta bank, Bank 
Perkembangan Asia. 

Also that month, BI had to issue tem- 
porary special credit facilities to banks 
to ease a shortage of rupiah in the mar- 
ket. At that time investors, anticipat- 
ing major exchange-rate adjustments, 
converted large amounts of rupiahs 
into US dollars, thereby tightening up 
the already-thin money markets and 
boosting inter-bank rates to 85% at 
one stage (REVIEW, 4 Oct. '84). 

Since then BI, aside from establish- 
ing a special credit facility, has re- 
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He continued: “US import al d 
: textiles were up 94% in the first nine 
months. This is . 








| various subsidies within a 
| negotiated period. 





| agreement," 


Textiles worker; Thai fashion: | 
grave concern. 





be 





sledding to remove the 


This 
could be a difficult pro- 
position, given that the 
alleged subsidies are ex- 
tended by several sepa- 
rate government units 
which do not often view 
things in common. 
Another alternative 

given top priority by the 
council of economic ministers — 
volves the signing of a 
whereby the Thai 
would “eliminate” or “offset” the al- 
leged subsidies on textile products 
alone. 





in- 


duced the dependency of the banking 
industry on volatile inter-bank funds 
to finance banks' asset growth bv 
limiting individual banks' inter-bank 
borrowing to 7.5?5 of their deposit 
base. A total of Rps 300 billion has 
been drawn by the banks under the 
special credit facilities, of which half 
will be due in March and the other half 
in September. 


further Rps 90 billion in BI liquid- 
ity credits will have to be repaid by 
the banking sector this vear, of which 


Rps 20 billion falls due in March. BI is | 


slowly phasing out its subsidised 
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POLT ^ A renunciation of the 
- alleged benefits, either by 
the Thai Government or 
the textiles industry it- 
self, is seen as a practical 
solution by some. How- 
ever, Thai Garment Manu- 
facturers Association 
president Eam Uahwa- 
tanasakul made it clear 
that since most garment 


funds, they would be se 
verelv affected if the cres 


dit is eliminated. The 
| terest on the credit, 
| which assists Thai ex- 
| porters to fulfil overseas 
| shipment orders, Was 
| raised from 7% to 9% late 
| last year (REVIEW, 18 Get 


'84), but is still far below 
the current market rate of 
about 17-18% 

A suspension 
ment 
drawback 


agree- 
also has a hidden 
E. | While other 

| domestic US industry 
— groups can potentially 
file similar petitions for CVDs at any 
time, such an agreement which 
amounts to outright admittance By 


Thailand of the subsidies may at- 
tract undue interest and thus hasten 
| their decision to do so ü 





liquidity credits issued to private na- 


tional and state banks — some carry- 
ing 10-year terms — which were used 
to fund loans to priority sectors 
(REVIEW, 22 Nov. '84) 

Banks were initially concerned 
about coming up with the funds to 
repay BI in March. With inter-bank 
borrowing limited to only 7.5% of their 


deposit base, banks had to rely largely 
a difficult 
exercise given the short period. Banks 
could reduce their risk assets, but short 
of recalling their loans, they lacked à 
mechanism to do this 

Now, with the new measures, banks 
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makers rely heavily Of 
BoT-funded "packing 
credit” as revolving 
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ept nees) - — or r issuing their own 
in the money market. These 
| will carry terms ranging from 30- 
ays and will be endorsed by the i is- 






















Bankers, however, are quick to point 
that though the new measures 
odie ee BAMIO to overcome 


rS who. felt it was too pue BE 

sult might be to force funds over- 

especially in the case of large 
ks. , 





e bae eeri would Firiher 
these notes with BI. Banks 
BFIs can also discount their 
directly with BI. But how much 
BI and Ficorinvest will be will- 
uy from the banks is still un- 






















































orinvest is now allocating limits 
ihe amount of paper it is willing to 
rom each bank, bankers say. 

these limits are based on is also 
r. Some suggest that banks' as- 
1 credit-worthiness would be 
which might work against the 
rand weaker banks — those that 
most need of funds. - 

rinvest could. also set different 
int rates according to its credit- 
g of banks, bankers say. Still, 
nvest should be limited in its ca- 
^to absorb the bank industry's 
men its size and its re-discount 














remains to be seen whether the 
te banks will try to tap the liquid 
banks by selling their paper to 


igh the NRIs, the private banks 
void the 7.5% inter-bank limit, as 
transactions among banks are in- 
in the ater hank limit while 


But aside from allowing banks more 
lexibility in raising funds, these new — 


pply contractions, with the repay- 
ent of the liquidity and special cred- 
should now be avoided, officials 


: Such funds, which ettectvely go out 
X circulation when repaid to BI, can 
w bere-circulated into the monetary 
stem whenever the bank-issued 
ytes are discounted with BI. “It won't 
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in practice," one banker noted. 





By A Correspondent in Brussels 
P akistan’s long and painstaking 


aid ties with the European Economic 
Community ended in the signing of a 


new economic-cooperation agreement 


in Brussels on 17 January. EEC plans 
for a new agreement with Islamabad 
date back to 1981, the vear in which 


| India signed a new economic deal with 


the EEC. 
But contacts with Pakistan were 


| blocked by the European Parliament 


after its requests to send a delegation 


| to visit Afghan refugee camps in 1982 
| were refused by Islamabad. Pakistan 
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accused the leader of the European 
Parliament's delegation, French Gaul- 
list Gerard Israel, of "Zionist connec- 
tions," an accusation hotly denied by 
Israel and the European Parliament. 
Israel later visited Pakistan and, on his 
return to Strasbourg, praised Pakis- 
tan's efforts on behalf of Afghan re- 
fugees. 

But, by then, Greece had objected io 
the pact with Pakistan because of Is- 
lamabad's close ties with the Turkish 
Cypriot leader, Rauf Denktash. Athens 
finally lifted its objections in 
November 1984. 


for value 


The demands of investors and hi-tech industry whet 


| By Bruce Roscoe in Tokyo 


rivate wealth and the demands of 
advanced industries made Japan 


P 


| No. 1 on the gold, platinum and pal- 
| ladium import lists in 1984, according 
| to figures from the Ministry of Finance 


(MoF). The figures also show Japan as 
the world's second-largest consumer 
of silver and diamonds last year. And 
the trend is likely to continue. Japan's 
imports of nearly all precious metals 
are expected to continue to rise as more 
private investors swap surplus cash for 
gold, and high-technology manufac- 
turing continues to widen the range of 
industrial uses for many metals. 

Gold imports for calendar 1984 are 
expected to have topped 200 tonnes, 
nearly 2095 of the 1,100 tonnes of gold 


| produced worldwide. Some analvsts 


expect 1985 gold imports to surpass 
the 230-tonne level. The Y464.4 billion 


(US$1. 84 billion) Japan spent on gold 
in the first 11 months of 1984 compares . 
with about ¥300 billion spent on soya- 
| bean imports and corn imports worth 


3 500 billion. 
Just as gold prices worldwide have 
fallen steeply, the quotations in Japan 


| have plummeted from around ¥6,000 a 
| gin January 1980 to just ¥2,500 as of 
| November 1984 — and some dealers | 
expect further declines. But many con- 
| sumers are on buying sprees in the be- 
lief the price has bottomed out. From. 


17-22 December 1984, gold sales set a 
record for a week's trading: 15 tonnes, 
worth around ¥38 billion. Individuals 


| Japan's appetite for precious metals and gems 


JAPAN S GOLD MORTS 


(ton nes) 


*Estimated. | = 
Source: Japanese Ministry et Finsnes 





THE WORLD'S DIAMOND 
BUYERS (1983) 
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Source: De Beers Consolidated Mines. 





volume: of: gold. held individually. was 


500 tonnes. That amount rose by 81 


tonnes in the J anuar y-September 1984 


period. 
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long before we find out if this will | u 83.t tiv’ 








Housewives - pa rticular have 
caught the P pu Dealers report 
high sales to regional folk as well, and 
Tanaka Kikinzoku, a major precious- 
metals dealer, counts a growing 
number of young women office work- 
ers among its clientele. Such adventur- 
ous investing by moneyed individuals 
is a new phenomenon. T a government 
has permitted private c impanies' im- 
port of gold only since April 1973 (ex- 
pele have been allow: ‘since — 
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The new pact “will allow us to coop- 
erate in such new areas as investments, 
agriculture, fisheries, energy and the 
environment," said Izhar-ul Haq, 
Pakistan's commerce secretary, who 
led the Pakistani negotiating team. 
Pakistan's previous agreement with 
the EEC, signed in 1976, was limited to 
promoting trade cooperation. 

In 1983, the latest year for which fig- 
ures are available, Pakistan sold to the 
EEC goods worth European Currency 
Unit (ECU — a notional currency com- 
posed of several European units) 540 
million (US$383.4 million). It im- 
ported ECU 1,185 million from the 
community. Pakistan's main exports 
to the EEC are textiles and clothing; 
its main imports are machinery and 
manufactured goods. 

Islamabad is particularly interested 
in the new pact's provisions for pro- 
moting European investment in Pakis- 


unknown. Last December, a man re- 
portedly presented * 500 million, cash, 
at the counter of an Osaka gold dealer 
for 200 kg of gold. 

Market analysts also cite as a major 
reason for the gold rush worries that 
the government may soon move to 
close a loophole that allows people to 
accumulate huge tax-free savings 


through the Post Office Savings Bank. 


An increasing use of gold in indus- 
trial applications is also fuelling the 
boom. In January-September 1984, 
industry users bought 82.6 tonnes of 
gold, 24% more than in the same 
period in 1983. The volume finally re- 
corded for 1984 is certain to exceed 100 
tonnes, which would be à record. Tele- 
communications-equipment makers in 
particular are said to be making more 
use of gold in items such as bonding 
wire and plating. 


Does. including jewellery, 
consume about 40% of gold im- 
ports, the largest end-use category. 
High growth in this sector has not been 
missed on International Gold Corp. 
Japan (IGCJ), a branch of the market- 
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EEC demands for non- 
discriminatory treatment 
for European investors, 
arguing that Pakistan 
could not "bind itself to 
giving absolutely similar 
treatment to all foreign 
investors." Similar calls 
for  non-discrimination 
were rejected by the 
Indian delegation during 
negotiation of the EEC- 
India pact. 

The investment clause, 
finally accepted by both sides, refers 
only to the need to conclude invest- 
ment-promotion and protection agree- 
ments which are based on "fair and 
equitable" treatment for investors. 
There is also a promise to encourage 
joint ventures and contacts between 
EEC and Pakistani industrialists. 


ing arm of the South African Chamber 
of Mines. IGCJ in October 1984 or- 
ganised a Japan Gold Jewellery Fair at 
which about 200 jewellery makers sold 
some * 1.9 billion worth of products in 
two days. Organisers say follow-up or- 
ders are still coming in, pushing total 
sales resulting from the fair up to 
around ¥8 billion. IGCJ reckons at 
least 50 tonnes of gold went into Ja- 
panese jewellery last year. 
The Royal Canadian Mint 
says it will be setting up a 
direct sales operation in 
Tokyo by the end of Feb- 
ruary to promote its Maple 
Leaf gold bullion. Since De- 
cember 1982 it has been 
using a Japanese sales agent. 
Diamonds are enjoying a 
boom of similar magnitude. 
January-November 
imports grew 16% to 970,000 
carats. Tokyo dealers say 
foreign diamond traders are 
visiting more often these 
days, vying to enlarge their 


boosted especially by the 
sale of diamond rings. Deal- 
ers say around 70% of engagement 
rings sold in Japan use diamonds as the 
main stone, but the rings represent 
only 20% of diamond sales. Another 
major sector is diamond jewellery — 
now sold through pharmacies and even 
some petrol stations. The affluent 
youth segment of this market is said to 
be growing fastest. 

Ultra-precision hi-tech product 
makers are using more diamonds to cut 
edges which must be manufactured to 
micron and sub-micron specifications. 
Other growing uses are in video-tape 
recorder heads and rollers, and 
semiconductors, where diamond cut- 
ting instruments are used to size sili- 
con wafers. An increasing volume of 
palladium, too, is being used in hi-tech 





1984 | 


share of an expanding mar- | 
ket. The market is being | 












pean d 
ance, Pakistani diplomats 
said. Although the agree- 
ment does not include any 
| specific EEC promise for 
an increase in aid, the 
community did commit 
itself to "intensifying its 
support for Pakistan's de- 
velopment programmes, 
through provision of 
technical assistance, di- 
rect concessional trans- 
fers and finance from institutional and 
other sources.” EEC officials say they 
are currently studying possible financ- 
ing for a rural-electrification scheme 
and a programme to increase Pakistani 
production of vegetable oils. Pakistan 
has received about ECU 44 million 
from the EEC in development aid. El 





industries. In 1984 Japan consumed 
about 43.5 tonnes of palladium — a ree 
cord volume and considerably more 
than the 31.4 tonnes used in the United 
States. 

Rising platinum imports are also 
being attributed to new industrial uses 
(though individuals do hold some 
platinum as an investment) Tokyo 
Electric Power Co., for example, is ex- 
perimenting with the use of platinum 
in fuel cells. 
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The Far Eastern Economic Review 1s 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you autornatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
needless searching for information 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastem 
Economic Review QUARTERLY INDEX. / en 
close HK$175 (or its equivalent in focal currency) 
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i W arnings about the health dangers 
"T of sugar are often based on irra- 
"tional religious beliefs that what is 
pleasant must be sinful, Guy Heraud of 
_ the Foundation Benjamin Dilessert 
- told a recent meeting of the scientific 
sub-committee of the European Sugar 
— Producers’ Association. His “naughty- 
Uk but-nice” theory produced wry smiles 
ee) among the beleaguered sugar lobby, 
— which now admits it made a serious 
His marketing error in the health-fad- 
E industrialised countries by dis- 


i sing the rising tide of criticism as 









. tant. 

The result is that consumption in 
these countries is stagnant or declin- 
ing. Virtually all the recent 1.7% a year 
"increase in world sugar consumption is 
-accounted for by 
- developing coun- 
~ tries and even 

they are in- 
creasingly touch- 
ed by what mem- 
bers of the scien- 
tific committee 
— refer to as the 
' “enemies” of 
— sugar. With con- 
_ sumption expan- 
sion so sluggish 

- (for many years 

after World War 
 H annual growth 
was running at 
49?5), only a drop 
in production can rescue prices, which 

have recovered only a little from the 

_ 14-year low they slumped to on the 
London market in mid-December. 

Current projections for the 1984-85 

crop foresee output exceeding con- 

L ‘sumption by some 100,000 tonnes, but 

-as the trading firm Czarnikow points 

| out, since 400-600,000 tonnes of sugar 
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“disappear” each year, there could be a 

small downward movement in stocks. 

Certainly, people in the market are not 

"afraid of going long at present, and 

— Farideh Bromfield of brokers E. D. & F. 

Man says she expects prices to rise to 

4.5 US cents a lb by mid-1985, and 

- perhaps to 5.5-6 cents by the end of the 

-year. “But if there is an upturn,” she 
Stresses, “it will be a slow one.” 

All immediate effects of the 31 De- 
cember expiry of the unsuccessful 1977 
International Sugar Agreement (ISA) 
have been discounted, and Czar- 
nikow's Rodney Goodwin echoes the 
opinion of many traders here when he 
comments: "My view is that we will 
have a shake-out, and that this is the 
best method for obtaining an improve- 
ment in prices." 
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ill-informed and therefore unimpor- | 





N; . Despite changes in some Asian sugar industries, there seems 
little chance of a turnaround from depressed prices 


He believes that if negotiations for a 
new sugar agreement resume in the 


first half of this year, producers will be | 


encouraged to boost output in order to 
obtain bigger export quotas. If del- 
egates do not gather in Geneva until 
1987, however, he believes that two 
years of low world market prices 
will lead to reduced expenditure on 


| crops and thus lower yields. (Since the 











EEC! —MÁMÀ— guaranteeing access. 


— M M — o 


years of the agree- 


sugar cycle seems to produce good 
prices every six years, 1987 may be 
the date for a strong upward move- 
ment.) 

The ISA, which ran from 1978-84, 
did not adequately 
stabilise the price of 
sugar — nor did it 
maintain remunera- 
tive and equitable 
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China 
Thailand 
Philippines 
Indonesia 
Pakistan 
Japan 
Taiwan 
Bangladesh 
Malaysia 

| j Others Asia 
price levels. Prices 
remained in the in- 
tended band for the 
equivalent of only 


one out of the seven 


a 


Othe rs Oceanic 


* Provisional. 


ment — they were above the top price 
for a year and below the lowest price 
for five years. A key failing of the 
agreement was the formula for export 
tonnages, which after 1980 resulted in 
volumes well beyond the intention of 
the negotiators or the needs of the mar- 
ket. Members found it impossible to 
agree to reduce tonnages when the 
largest free-market exporter — the 
European Economic Community — re- 
mained outside the agreement. (The 
EEC had been a net importer as late as 
1976.) 


ince 1 January, a purely adminis- 

trative agreement has been in force 
and most people in the trade agree with 
dealers Czarnikow who stated late last 
year that "we cannot envisage a re- 
sumption of negotiations for an [agree- 
ment] with economic clauses for some 
one or two years." 


Source: Czarnikow. 








e ey in in the epit us bala’ 
en; Philippines, for example, is 
atternping to reduce output, following 
a government decision to” reduce 
financing for sugar planters in favour 
of maize. The Philippine Sugar Com- 
mission expects a 21% production 
drop from 2.3 million tonnes in 1983+ 
84 to 1.81 million tonnes in 1984-85, 
and a drop in sugar acreage of more 
than 5%. 

Production in Bangladesh is down 
also, but there it is flood devastation 
which prevented output from rising 
above 40-50,000 tonnes against a pre- 
viously anticipated 1983-84 crop of 
300,000 tonnes. To meet local demand 
Dhaka is believed to have bought 
150-200,000 tonnes during Novem- 
ber. 

Asia's biggest turnaround has been 
in India, which has switched from a 


THE MAJOR PRODUCERS 


* Provisional. 





ASIAN OUTPUT 


ne HE 





major exporter to an importer. State 
Trading Corp. chairman P. C. Luther 
has dismissed predictions of Indian 
imports of more than 1 million tonnes 
this year as speculation, but produc- 
tion is expected to be in excess of the 
1983-84 level of 6.5 million tonnes, 
which was down from 8.9 million ton- 
nes the previous year. 

A new report by E. D. & F. Man ar- 
gues that the basic problems of Indian 
sugar stem from excessive government 
regulation of part of the industry and 
unrealistic pricing policies. It saysthat 
the mills lose Rs 400-500 (US$33-41) a 
tonne on the 65% of sugar procured at 
a fixed levy price and that the industry 
lost Rs 5.96 billion in the. 1981-83 
period. Because of the u soe 
of sugar production, it adds, payments 
to farmers have been in arreats for two 
years. 

Arrears encourage tdamers to sup- 


7 FEBRUARY 1985 e FAR EASTERN ECONOMIC REVIEW 
oh 


















ex n C 4 pr, s i} 
shift of cane su 
facturers., - 





lsewhere, changes in supply are not 
expected to be great. Crop pros- 
pects in Thailand are for 1984-85 pro- 
duction of 2.1 million tonnes, slightly 
down from the previous year, and in 
Australia 3.6 million, slightly up on 
1983-84. The turnaround in India's ex- 
port position and expectations of re- 
duced production in Brazil are com- 
pensated for by the prospect of better 
crops elsewhere, including China. 
Overall, the United States Depart- 
ment of Agriculture recently forecast a 
500,000-tonne rise in 1984-85 world 
demand, insufficient to cope with the 
general consensus that world surplus 





of. b million tonnes once again will 
push stocks upwards. 

In the sugar market generally, the 
process of production adjustments has 
been significantly softened by special 
agreements guaranteeing access to US 
and EEC markets (and in the case of 
Cuba to the Soviet bloc), by long-term 
contracts, more recently by the 
strength of the US dollar, and also by 
heavy protection of domestic indus- 
tries in almost all countries. 

An analysis by Man shows that sugar 
exported to the EEC by a group of Afri- 
can, Caribbean and Pacific (ACP) 
countries receives around US$330 a 
tonne — some three times the present 
world market level. On average, the 
revenue earned by the ACP coun- 
tries and India from the sale of sugar 
.to the EEC accounts for 59% of their 
total receipts. Imports to the US, re- 
stricted through 
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total revenue gained by US quota 
holders comprises 53% of their total 
export receipts. 

Cuba gets about US$661 a tonne for 
its exports to Comecon and the equiva- 
lent of US$396 for exports to a group of 
East Asian countries. Shipments to 
these two destinations account for 
9095 of its total export earnings from 
sugar. Long-term contracts also pro- 
vide a cushion against price fluctua- 
tions. 

The main exponent of this is Austra- 


This announcement appears as a matter of record only. 
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m contracts with South Ac 
lew Zealand (for 1.2 millic 
tonnes and 340,000 tonnes respectivi 
in 1980-84) have recently expired. Rh 
view of current low prices there is ne 
immediate outlook for renegotiation: 
the deals. E 
Man's survey of a group of sugar pre 
ducers found that on average 85% @ 
the supplies received a price substa 
tially greater than the present fre 
market levels: "The lack of response 
the persistence of low world pric 
stems from the diminished dependene 
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spite the low ` world | prices the 
of sugar for US dollars remains an 
al and often profitable proposi- 


xample, while the London daily 
LDP) was 81% lower in July 
compared with foük years earlier 
stralian dollars the LDP was 74% 
er. The report notes that the 
gth of the US dollar has partly 
mpensated for the fall in world 
ices, so that the revenue received by 
ywers has not declined in line with 
'ee-market dollar values, 

xtension of this argument is that 
st ength, of the dollar has contri- 
o the fall in dollar prices by en- 
E producers e sell their sugar ata 








¿Philippines scored significant 
orovements in its external tran- 
ions in 1984, resulting in its first 
ance-of-payments surplus since 
—butattheheavy cost of reduced 
estic economic activity. This, how- 
is all part of a shake-up in the 
iry's economic management, de- 
ed to win back the confidence of 
rs and investors, which was 
shattered late in 1983 by politi- 
financial crises. 

liminary estimates by the Central 
t of the Philippines show that the 
-account deficit fell to US$1.1 
n in 1984, from US$2.7 billion in 
helped partly by a 20% cut in im- 
The overall balance of payments 
ed a surplus of some US$286 mil- 
by year-end, compared to a 1983 
it of US$2.1 billion, according to 
ntral bank. 

e sharp reduction in imports re- 
d from the severe shortage of 
gn exchange during the period. 
ports, which in 1983 totalled 
5$5.01 billion, went up by 6%. How- 
remittances of Filipino contract 































er, 


irism revenues declined by 25%. In 
'rms of volume, the decline in imports 
, even greater, given that import 
ices rose an estimated 15%. 

th many industries failing to se- 
needed raw materials, the gross 
tional product fell by 5.5% paccord- 
| to early estimates of the National 
onomic and Development Authority 
DA). The biggest declines were in 
e industry and service sectors, with 
mining and the construction indus- 
es’ contributions to GNP down by 
2% each. Manufacturing's share of 
P shrank by 5.576. Going against 








kers abroad fell by 27% and 
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peak in 1981 (wh 


| mand for the commodity has beers seri- 


ously curtailed. 

The Man report points out, however, 
that despite all these factors, the in- 
dustry in a growing number of coun- 
tries is falling deeper into debt because 
of the rising costs of their. domestic 
price-support policies. "Thus, ulti- 
mately, producers have to respond to 
the need to redress the current funda- 
mental situation. While the existence 
of a strong dollar reduces the incentive 
tolimit sales, a fall in dollar values will 
enhance the stimulus to reduce 
supplies and will act as a prelude to a 
more balanced market."  . 

In the EEC, the European Parlia- 
ment is pressing for reduction of beet 
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the trend, however, the agriculture, 
fishery and forestry sector posted a 
combined growth of 1.2% despite the 
effect of several strong typhoons dur- 
ing the period. 

The materials shortages and a series 
of devaluations of the peso against the 
US dollar during the year pushed in- 
flation up. NEDA estimates an average | 
inflation rate of 50.395 for the year, 
compared with 10% in 1983. 


A: a result of the harsh business en- 
vironment, some 2,130 establish- 
ments laid off nearly 86, 199 workers 
during the year, according to the Labour 
Ministry. The number of layoffs, esti- 
mated by economic forecasters early in 
the year to reach some 300,000, was up | 
by about 14% over the 1983 mark. Of 
those who were dismissed in 1984, 
about 43% lost their jobs permanently 
while yit rest were eventually re- 
hired. 

The Labour Ministry also recorded a 
total of 272 strikes in 1984, which was 
about 25% higher than the previous 
en the lifting of mar- 
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put is [ORNA to be about 10% 1 more 
than the 1983-84 season. 

In a paper on the EEC's negotiating 
position, John Maddison, who partici- 
pated in the abortive sugar agreement 
conference in Geneva in June 1984, 
says the other main exporters — Aus- 
tralia, Brazil and Cuba — in accusing 
the EEC, were attacking the wrong 
target. The true enemies, he argues, are 
the US, Japan and Canada which have 
reduced imports by 3.8 million tonnes 
since 1977, And he warned that the 
growth of alternative sweeteners and 
domestic cane production in the US 
means that the country might halt i im- 
ports. 






tial law restored labour u unions' fight 
to strike to pursue concessions from 
employers). The Labour Ministry ex- 
pects the number 
of strikes to level 
off in 1985 with 
the normalisation 
of trade credits to 
industry, facilitat- 
ing the flow of raw 
materials to local 
manufacturers. 
3 Nearly.. half. of 
2 the retrenchments 
j made in.1984 re- 
? sulted from lack of 
! materials to pro- 
cess. 

The unfavoura- 
. ble investment cli- 
mate resülted in much fewer corpora- 
tionsestablishedlastyear. Accordingto 
the Securities and Exchange Commis- 
sion (SEC), a total of 6,769 entities with 
; total paid-up capital of P1.2 billion 
| (US$70.59 million) were organised in 
1984. The number was down 34% from 
| the previous year's 10,274 establish- 
ments, while the amount invested was 
| down 31.3%. The SEC also recorded 52 
corporationswhichexperienceddivest- 
ment of foreign capital amounting to 
someP143.2million. 

Meanwhile, the slow rise in the peso 
rate against the US dollar, which 
started when the Philippine currency 
was floated freely on. 12- December, 
gathered pace in mid-January, as the 
peso hit P18.225:US$1 on 17 January. 
However, that proved to be short-lived 
as the greenback again went up fol- 
lowing central-bank purchases in 
preparation for payment of foreign 
loan arrears falling due shortly. 
On 25: January, the. pe 2 rate. w 
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The Beauty 
& 
The Best 


nd the best is in the 

Peugeot 505. As one of 
the earliest manufacturers ol 
Automobiles, Peugeot spen! 
years in research and develop 
ment ...... producing depend 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name 1s 
synonymous with comfort. 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 





Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 





PEUGEOT 


No two soils we 


66 In order to feed the growing 
population of the world we will 
have to double our food production 
by the year 2000. The question is 
how? 

For a start, four to five times 
more fertilizing is required. And, not 
just a greater amount but also more 
efficient fertilizing. There is a correct 
individual fertilizer for each individual 
soil type: the savanna in Senegal is quite 
different to the savanna in Zambia. 

Here at Kemira we like to begin every 
project by analyzing the soil and the culti- 
vation conditions in cooperation with local 
agricultural experts. Then with the aid of 
computers we can draw up a formula for 
an optimal compound of basic and trace 
elements. 

[t is not only the plants’ growth that is 
concemed here, but also the well-being of 
people and livestock. Because of the scarc- 
ity of selenium in Finnish soil, we enrich 
the fertilizer with trace elements needed by 


v 


plants and the selenium which is itself 
essential for people. In another country 
there can be a shortage of a different trace 


element.99 





























HEIKKI FONTELL. 
CHIEF OF KEMIRA AGRI SERVICE 


TAILOR-MADE FERTILIZERS 
Taking into account different cultiva- 
tion conditions is not enough. Before a 
fertilizer granule is sown in a field it has 
to endure many kinds of storage and 
thousands of kilometres of transport. 
We know in advance how the product 
will stand up to it: we simulate in our re- 
search center the humidity, temperature 


e created equal. 


and light conditions it is expected to 
encounter. 

Finally, we assist in the develop 
ment of correct cultivation methods 
and teach them through practical dem- 
onstrations. One example of this is oui 
participation in an FAO run develop 
ment project covering 200 farms in East 


A fri Ca. 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world’s leading manufacturers of fertili- 
zers. We want to do more than just sell 
Our products: we want to create solu- 
tions to basic human needs. One way is 
to help increase world food production. 

But We are not SO large as TO Over- 
look minor aspects of life. We apply 
our chemical expertise to solve oui 
customers problems. Can we solve 
your problem, too? 


Kemira Oy, Fertilizer Division: f 
icides. Chemicals Division: indu 
specialty chemicals. Sáteri Di 
fibres. V«orikemia Division: tita 
Vihtavuori Division: explosives and 
equipment. Kemira Engineering 
gineering and equipment for ch. 

try. Iumover 1985: USS 580 m 

nel: 6,900. For further. informati 
write to our President: Dr. Yrjö Pessi, 
Os, Malminkatu 30, SF-00100 HELSINI 


Finland. 
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If you're big In the business 
efficiency business, sooner or later 
you'll be taking orders from 
the readers of The Review. 

Because in Asia over 
naif the people 
involved in the 
purchase of all 
office equipment 
and computer products 
regularly read The Review. 

When you consider that a full 
9676 of our audience is in business, 
government, and the professions, that six 
in every ten in business are on the boara, and 
that nine out of ten in government are senior officials, 
you'll realise The Review is a singularly proficient medium. 

That's why more than three dozen of the biggest names in office 

E es productivity are profiting from a place 

EHEN OOA -— ON OUr Pages 


If you want your advertising TO go siraighi 
| | tothe top, talk through The Review. 
| | We've got friends in all the right places. 
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ibe he now - controls 
of the capitalisation 


Five m up Jardine, Matheson 
to founda new dynasty of China trad- 
| ers — before going on to swallow 
- Hongkong Land? 
— Notasfancifül as it may sound. The 
game plan could look something like 
this: Li first consolidates his empire, 
which now Ta de facto control 






tional City 


pw | itself. T ittle lot now n 


| the group ssl are up to around 25%) 
and includes some double-counting 
| of Li's split’stake in ICH. But the or- 
.. ders of magnitude are instructive. 
The point is that, in stockmarket 


the bank but bigger (much bigger) 
than Jardine and Land together. 
They jointly represent about 8.5% of 
the Hang Seng Index, and excluding 
their mutual cross holdings the figure 
falls to nearer 5%. That would be use- 
ful if Li should decide at some point 
to use thescrip of oneof his numerous 
listed vehicles to finance the whole or 
part of a bid. | 
Interestingly, Li (or rather Hutchi- 
son) is already showing an effective 
profit of HK $1 billion (US$128.2 mil- 
lion) on his Electric stake, that being 
the difference between the HK$6.40a 
share at which Hutchison is buying 
and the présent market value: Again, 
that would be very useful if Li wished 
to raise cash. 
That HK$1 billion is, for instance, 
already equal to around a quarter of 
the market capitalisation of Jardine. 
This could point to Li's next step. It is 
now commón ground among local 
analysts that Jardine's results for 
984 are going to be en bad, largely 











Sony ' China's longest 


2 Holdings (ICH), and of 
|» course parent company Cheung Kong + 


terms, Li is now bigger not only than. 


— of shipping losses. When 
they are declared, it could well be 


| that Hongkong Land will write down 


Memamen MMC MN M RI PEPPER E RE RR ER DEOR 


even further the value of its 25.5% 
stake in Jardine — and may even be 
prepared to sell it to ease the strain on 
itsown balance-sheet. 

Whe is the obvious bidder for a 


strategic (and effectively controlling) | 


stake like that? Naturally, Li. 
€ OF course the Jardine/Land camp 
has been involved in some very ex- 
pensive skirmishes in the past ward- 
ing off such an eventuality, but even 
the controlling Keswick family may 
now find it preferable to sell Land's 
chunk of Jardine to Li rather than 
having to force a still-vulnerable 
Land to resume paying dividends to 
bail out its sickly sister. Swallow 
pride and take the cash. 

| 3 non perception anyway is 







p unlike Li) for Jardine/ 
: nd that Jardine is drifting rud- 
derless. There is a steady hand at the 


Land tiller — that of chief executive 


David Davies — but it would appear 
the tiller was rudely seized from him 
by Henry Keswick over the sale of the 
Electric stake, in a probably vain at- 
tempt to gain some leeway (no pun in- 
tended)for Land. _ 

In Li's hands, Jardine could be a 


more successful proposition thanitis 


under current management. It could 
hardly be worse, given the way Jar- 
dine has been lurching from one asset 
disposal to another, into expensive 
and unsuccessful prop-up arrarige- 


ments with Land and now into sharp- 


ly falling profits. Li, so the specula- 


tion goes, has the advantage of being 
Chinese and could make Jardine cum 
Hutchison into a major China coast 


trader once again. 

Jardine, of course, controls 35% of | 
Land and once Li was in Jardine it | 
would. R but a short “hop, given his 
there! 
Land's property with Cheung Kong's, 
but also Hutchison's Park'N'Shop 
supermarkets with Land's Dairy 
Farm. Li is then crowned property | 


and trading. king of Hongkong. End 


of story.- 

 Speculative maybe, 
means à fairy tale. Since the time he 
bought 22.4% of Hutchison Wham- 


1979 (REVIEW, 5 Oct. 79) Li has been | 


playing his cards very cunningly, | 


moving in when an opportunity such | 
as Land's forced sale of the Electric 


‘stake presented itself — and forcing 


the Ja 


ne/Land' camp to bug him 


wicks do not have a real 


but by no | 
eo Frage shareholders 
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| takeover committee. said it wou 
| look at the situation a gain if anv of 
| the parties renege on their agrè 
| ments, Shroff is glad to hear it. 
to move in 
‘putting - "together not only 


| 
| 
| 


| 


| 


| 
i 


poa from the Hongkong Bank back in | 
| be tightened until all the 


| 


| ; smaller (or slower) fi 


| 


| 1997. 


|! tee was told that the stake repre 
ed 10-2096 of the assets, er 


; camp’ E 


off at various points, thus weaken 
themselves in the process. They 4 
have to think of some smart mo 
quickly if they are to avoid be 
checkmated.- | 
@ MEANWHILE, Li has been koles 
skirt what might have been an et 
barrassment to his consummati 
the Electric deal. The local Commi 
tee on Takeovers and Mergers hi 
waived any obligation for z 
Kong to make a general offer for. 
now thatit has added to its own 
stake the 34.6% of ICH held (vic 
ciate company H utchison) by B 
tric. 
The committee agreed that Ch 
Kong and Hutehison had acted: 
concert over ICH, by virtue of th 
associate status, but then prom 
waived any need for Cheung Kony 
make a general offer, even thoug 
aggregate holdings in ICH is it 
of the 34% level at which at 
bid would normally be triggered 
Its reason for giving the wai 
that the ICH stake does not const 
a "substantial" part of Elec! 
total assets, even though the commn 


Pel 
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on the accounting definitions - 
ployed. Sources close to the lo 
Securities Commission admit the 
room for debate on this matter. 
once again it seems that the i 
have a convenient way of be 


assurances p nel 
Cheung Kong nor Electric wo 
alter their shareholdings in ICH. ( 
strip Electric's assets for redevelog 
ment, for that matter). it would t 
“business as usual” at Electric. T] 





The problem here, of course, is» 
Hongkong's. generous definition of 
what constitutes controb of a come 
pany. The 35% level at which poin 
general bid is triggered is higher everi 
| than London's 30%, which in turn is: 
| some 10 points above the trigger le 
i in, Say, Australia or Singapore * 


large to slip through the net. 
But Shroff suspects the net w 


been allowed to Swallo 








Hongkong corporate gar 
been fully played out ii 
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South Korea faces 1985 with plans to follow through 
on previous budget and financial-sector policies 


By Paul Ensor in Seoul 


urther liberalisation of the South 
Korean securities market, with the 
launching of a new open-ended fund 
and issues of convertible bonds abroad 
by South Korean companies, is part of 
the steady-as-she-goes outline for 
1985 drawn up by the country’s econo- 
mic managers. Plans for this year indi- 
cate a continuation of current policies, 
such as tight monetary controls, a 
careful watch on the balance of pay- 
ments and the debt situation. 
According to projections by the Eco- 
nomic Planning Board (EPB), the gross 
national product will grow about 
7.5%, equal to preliminary projections 
for 1984. That kind of growth will 
bring total GNP to US$88 billion at 
current prices, pushing per capita 
GNP to US$2,135, according to official 
forecasts. Price increases are expected 
to be around 2-3% — again, the same 
as 1984 — and the government will aim 





BORROWINGS 


to keep private consumption and nom- 
inal wage increases below 1984's rates 
(5% and 8%, respectively). 

According to Kim Dai Young of the 
EPB, South Korea's export growth 
tends to be around twice the growth in 
world trade. So in 1984, when world 
trade rose 8%, South Korean exports 
grew by 16%. Conservative estimates 
for this year's world trade growth are 
9-676, so South Korea is expecting 11- 
12% growth in its exports. 

On the whole, Kim believes, "the ex- 
ternal environment may be better for 
[South] Korea this year than last." 

Better conditions will have to pre- 
vail if Seoul's balance-of-payments 
position is to improve. The goal is to 
hold the current-account deficit down 
to US$500-700 million, well below the 
US$1 billion target the government 
failed to meet in 1984. Depending in 
part on this projection, Minister of Fi- 


Funding the future 


China taps the Tokyo bond market at rates that 
match those of the Japanese Government itself 


By Richard Hanson in Tokyo 


hina's top financial institutions are 

being given an exceptionally warm 
welcome by Japan's financial commu- 
nity, which appears happily to have 
contracted China fever. Underwriters 
and investors have been caught up in a 
burst of enthusiasm, which, in the eyes 
of Japanese businessmen and traders, 
has transformed the China market into 
something akin to a promised land 
while traditional markets flag. 

"People in the financial business be- 
lieve China is finally moving ahead,” 
said one senior Japanese banker. 
"Once China gets moving, it will really 
move." That prospect alone has made 
Japanese banks and brokers more than 
willing to accord China special treat- 
ment in Tokyo. 

The longer-term aim is to persuade 
the Chinese authorities to look favour- 
ably on better direct access by Japan- 
ese financial institutions to the 
' Chinese market. So far, Japanese 
banks — along with all foreign banks 
except four with branches in Shanghai 
dating from pre-revolutionary days — 
are limited to representative offices. 

For their part, China's novice 
capitalists have proved remarkably 


quick students in appreciating the not- 
so-subtle needs of cash-flush Japanese 
investors. Tokyo offers the advantage 
of a convenient market, with none of 
the investor resistance to be found in 
other capital markets where memories 
of China defaulting on pre- World War 
II debt remain strong. 

In November 1984, the Bank of 
China (BoC — the state foreign-ex- 
change bank) made its public debut in 
Tokyo’s public yen-denominated 
samurai bond market, which is open to 
foreign companies, by raising ¥20 bil- 
lion (US$79.05 million) at what were 
then considered highly favourable 
terms. In late January, the China Inter- 
national Trust and Investment Corp. 
(Citic), one of China's increasingly ac- 
tive windows on the capitalist world, 
negotiated a ¥30 billion bond issue 
(with lead manager Daiwa Securities) 
at terms better than any seen so far in 
the market — rivalling those com- 
manded by the Japanese Government. 

In January 1982, Citic became the 
first Chinese institution to tap the yen 
bond market with a ¥10 billion pri- 
vate placement. Its new 10-year pub- 
lic bond issue came to the market with 





nance Kim Mahn Je has forecast that 
South Korea’s outstanding foreign 
debt will increase by US$2 billion to 
US$45.1 billion by the end of 1985. 


The minister said’ the gradual 
liberalisation of capital markets will 
continue in 1985, including the pros- 
pect of a new open-ended fund (which 
issues new shares to meet demand, 
rather than having a fixed number of 
shares as closed-end funds do) through 
which foreign investors.can buy South 
Korean securities. 


terms second to none: a coupon of 
6.6%, priced at 99.55%. That provides a 
simple annual yield of 6.675%, a hair's 
breadth over the 6.666% bottom-line 
yields for new Japanese Government 
10-year bonds. Despite an unspectacu- 
lar AA rating from the J apan Bond Re- 
search Institute (JBRI — a rating sub- 
sidiary of the Nihon Keizai newspaper 
group), Citic’s terms were better than 
those offered to the AAA-rated World 
Bank, which raised *50 billion for 15 
years in January. 

The market groaned about the qual- 
ity of Citic terms vs its rating. Follow- 
ing the signing on 25 January, the price 
of Citic bonds was quickly discounted 
in the "grey" market by about 0.5 of a 
percentage point. However, that failed 
to dampen underwriter enthusiasm. 
The public offering was successfully 
completed in just two days. Investors 
ranged from institutions to a handful 
of Overseas Chinese. 


C itic's popularity among investors is 
at least partly due to a clever tax ad- 
vantage available to Japanese corpo- 
rations and other tax-paying institu- 
tional investors who purchase Citic 
bonds. Japanese corporate investors 
have discovered they’ can write off 
against their Japanese tax a 10% with- 
holding tax which the Chinese au- 
thorities impose on interest payments. 
The effect is to raise the actual value of 
the 6.6% coupon on Citic bonds in 
Japan to an annual interest rate of 
nearly 8%. Citic negotiators, in fact, 
relied heavily on this tax argument to 
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Also on: the Finance Ministry's sche- 
dule will be fóreign issues of converti- 
ble bonds by South Korean firms. De- 
tails are stillto.be settled, but three 


major companies. are expected to be al- 


lowed to gó;to foreign markets in 1985, 
probably on'the condition that local 
Securities s aims act as co-lead mana- 
gers. | 





squeeze better-than-expected terms 


from the undérwriter. 

China's ability to raise funds in the 
Tokyo bond market, however, will 
continue tohave political as well; as tax 
overtones, atleast as long as Japan 
perceives that China is to loom large in 
its economic future. China has already 
overtaken the United States as a mar- 
ket for export. items such as colour TV 
sets, and Mind USa as a consumer of 





analysts routinely count ithe China fac- 
tor in recommending stocks these days. 

. For thefinancial community, the po- 
litical side.of financing Chinese deve- 
lopment. 
BoC's first. samurai bond received a 
AAA rating from the JBRI. Without ac- 
cess to BoC accounts, that rating was 
made on. political (not financial) 
grounds, a point which the Nihon 
Keizai Shimbun has not yet raised. 

Having completed two domestic 


public issues in Tokyo, China should. 


now begin 4o.formulate a more cohe- 
rent strategy:for tapping the yen mar- 
ket. The biggest problem appears to be 
finding a usefor the funds China could 
borrow. Potential public borrowers in- 
clude Fujian: Investment and Enter- 
prise Corp;; which was the second 
Chinese borrower to tap the yen pri- 
vate-placement market. BoC is sche- 
duled to float another ¥20 billion 
samurai issue in March. Underwriters 
are already clamouring for an increase 
in the size of the issue — and no doubt, 
BoC will command even better terms 


was.; demonstrated when 


Shrinking order books have added to prok 
accounts for South Korean builders in S 


By Paul Ensor in Seoul 
> tagnant oil revenues, local com- 
P petition and completion of long- 
term projects in Saudi Arabia have led 
to a further decline in South Korean 


construction orders from the build- 
ers. foi T 
1984 dipped to US$3.8 
from US$4.5 billion the year < þe- 


»er goldmine. New orders in 
9 billion, down 





fore and less than half the US$8 billion 
of new deals signed in 1982. 

The shrinking contract: level has 
added to a stream of tr oubles in Saudi 
Arabiá, where South Korean contrac- 
tors have--habitually drawn | around 
60% of all their business. Problems 
began to appear in early 1982 when 





-construction companies first encoun- 


tered difficulties in receiving progress 
payments for their work. Despite the 


difficulties, South Korean firms can- 


not. afford, to leave, since they have 
made large investments and machin- 
eryinthe kingdom. 

nent problems have continued 
eH, and according to one con- 
tractor, the Saudis owe South Korean 
contractors US$3 billion in back pay- 
ments. Negotiations between the two 
governments on this point have yielded 
few results so far. 

Payment conditions have also wor- 
sened: in new regulations announced 
in June 1984, downpayments by Saudi 
customers to contractors have been re- 
duced from 20% to5% of total contract 
value: Industry sources agree that con- 
tinuing oil-production cutbacks an- 
nounced.to. defend Opec oil prices can 
only. worsen payment problems. 

Saudi authorities use disputes over 
purported defects in buildings to stall 





ompayments, according to contractors 


here. The Rush Housing Project built 
by the Hanyang group had to wait two 
years before its final certificate of 
com etion was granted. by Saudi au- 
tharities 1 in mid-1984, 


- Buildings are particularly prone to- 


i fine-tooth comb. of officialdom, 


while.p projects such as roads are not as 
easily. criticised., Payment problems 


also vary: with customer: the Ministry 
of Public: Works and Housing and the 
Ministry of, Education have the worst 





payment: records, according to con- 


struction companies, while the Minis- 
try of Defence maintains the best. 

The South Koreans are not the only 
ones to suffer from payment problems 
in the kingdom. Turkish and even 
domestic firms'suffered from a rash of 


financial setbacks in the early part of 






Drawing'the most attention were 


1984. | 
1e trot bles of the Ali & Fahd Shobok- 
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fitability- The emailer ee 
also reflect the shrinking pool € 
available, and a slowdown it 
partly attributable to reduced: 
According to Niko Maksimy 
vice-president of American 
International Banking Corp 
Saudis have come close to com 
all they wanted for their seconc 
lopment plan, and are now find: 
costs of maintaining what hi 
built to be higher than they. 
pected. In some cases, he | 
have built more than they can tise 
Not albeompanies are in d 
garding Saudi Arabia. Hyu 
gineering and Construction Ce 
able to win US$1.4 billion w 
contracts last year, compared 
US$806 million in 1983 (thoug 
of these were won on a re-tende 





which means Hyundai had 
awarded them earlier, but was f 


to enter successive biddings befor 
signing the contract). | 
Hyundai's contracts with Iraq: 


usi p roth US$TTÀ million i in 
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trations under the economic laws, this Register 
is an authoritative and comprehensive work of 
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A ard drive ahead 


Australia’s attempt to liberalise car imports may 
further pied oir aedi manufacturers 


By Hamish | cD nald in Sydney 


A new car-ind policy has taken 
effect in Aüstralia, and produced 
an ironic twis An entrenched Japan- 
ese manufac r, Nissan, says it 
would prefer Australia to put up more 
walls against ata ena cars — most of 
which come from Nissan’s smaller ri- 
vals in Japan !+—'than follow its new 
path. 

Having beeh forced into local pro- 
duction out of necessity, fostered by 
three decades of unabashed protec- 
tionism in Canberra, the country's five 
car manufacturers (which are all sub- 
sidiaries of, major Japanese and 
United States vehicle companies) 
began 1985 under a regime that aims to 
cut substantially the industry's protec- 
tion from imports during the coming 
seven years. 

In addition, the five — Ford Austra- 
lia, General Motors-Holden (GMH), 
Toyota and its 50%-owned local sub- 
sidiary Australian Motor Industries 
(AMI) Nissan Australia, and Mit- 
subishi Motor Australia — have been 
told by Industry and Commerce Minis- 
ter John Button that five car makers 
turning out 13 different models are too 
many for a market of only 600,000 new 
vehicles a year. Button's plan is to 
bring that own to three groups mak- 
ing about six:models of passenger car. 

Since Button announced the policy 
last May, the manufacturers have all 
responded with “we are here to stay" 
statements. and in some cases an- 
nouncements of further investment in 
lócal prodüction. And some trade 
unions have bitterly attacked the Labor 
government over the likely loss of jobs 
involved in the plan — about 15,000 of 
the present 73,000 in the industry. 

The logic of the government's 
scheme seems clear: most of the manu- 
facturers Have been hurting badly in 
the fragmented market, even under the 
previous protection scheme which 
guaranteed them about 80% of the 
market. Nissan Australia lost A$22.6 
million (US$18.52 million) in the year 
to 31 March 1984, compared with a 
A$6.1 million loss the year before. 

Mitsubishi Motors Australia lost 
A$24.5 million in calendar 1983, 
though it edged back into the black in 
the first half of 1984. Toyota's AMI 
managed a modest A$9.56 million pro- 
fit in the year to 30 June 1984, turning 
around its loss of A$10.2 million the 
previous year. 

The two wholly American-owned 
producers had vastly different for- 
tunes. GMH lost A$125 million in 
calendar 1983, and A$126.6 mil- 







exports " nities sok com 
against some of that local content to 
allow more imported components. | 
Even allowing for expensive local- 
labour and parts, profits were always 
potentially high provided production 
runs could be extended by amalgama= 
tions or withdrawals of competitors; i 
bringing down unit costs. The sprawl 
of settlement and high average earn- 
ings in Australia have meant a market i 
that has carried the heavy subsidisa- 
tion of the industry 
But the withdrawals did not happen, 
since a huge amount of face would be 
lost by the manufacturer who quit. 
Chrysler has been the only company to 
pull out, selling its South Australian 7 
plants to minority partner Mitsubishi 
at the depths of its own crisis four 
years ago. Over recent months, com- 
pany results and market shares have 
been studied carefully to see which of 
the present five might go 1 
The Button plan has given an initial 
tightening to import controls that will 
help the manufacturers, particularly 
the hard-hit GMH, a little. Anomalies 
that allowed four-wheel-drive station 
wagons and micro-cars entry at prefe- 
rential tariffs outside quota have been ~ 
removed. The 20% quota, provision- 
ally set at 110,000 vehicles for 1985) 
will be spread a 
little more evenly, - 
s with Toyota and , 
£ Nissan being the 
main losers and 
GMH and Ford 
gaining quotas 
for the first time. 
Imports outside 
quota will be al- | 
lowed, but at a 
100% tariff. And 
export credit can 
be offset against 
imports of built- 
up cars as well as 
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lion the previous year as it 
integrated into the General 
Motors (GM) "world car" 
network. at the cost of the 
"Australia's own car" image 
built up over a succession of 
sturdy, if unexciting, local 
models since it pioneered 
Australian car production in 


194.8. parts a major 
benefit for GMH 
which exports . 


Fo Australia landed on 
its feet by ignoring the trendy | about A$200 million a year worth 
advice of the immediate post-oil- | of engines from its Melbourne plant to 
shock days to go small. Its 3.3 litre six- | GM affiliates in West Germany and | 
cylinder Falcon took over from Mit- | Britain. 
subishi's 2 litre Sigma line as the top- | 
selling model as oil prices stabilised. In 
acidition, Ford found a ready market 
for smaller cars from its Japanese af- 
filiate Mazda, which were subjected to 
"badge engineering" and sold under its 
name, Ford has made handsome pro- | 
fits for most of the past five years, scor- 
ing a A$72.8 million net profit in calen- 
dar 1983, 

Had these uneven results forced a re- 
duction in the number of producers, 
the spoils would have been substantial. 
The protection scheme that ran until 
last year set import quotas at 20% of | 
Australian demand, and charged a 
97.5% tariff on cars admitted under 
those quotas. In return, local manufac- 
turers had to maintain 85% local con- 


Over the years to 1992, that cocoon | 
will be gradually opened. The duty on — 
imports outside quota will be reduced 1 
| by five percentage points a year to 80% — 
in 1989, and then by 7.5 points a year ^ 
until it reaches 57.5% at the start of 
1992. At that stage the quota will be | 
abolished. But even before that an in- 
creasing proportion of the quota will 
be set by tender, and the guaranteed 
| quota allocations will be steadily whit- 
tled down. 

For independent component manu- 
facturers, which account for nearly 
half the jobs in the industry, the export 
| offset allowed the car companies will 
| increasethe pressure immediately. The 
| maximum offset has been lifted im- 
mediately from 7.5% to 10%, and will 













7 reda On of its smalle car, the Colt. 


re importers of built-up cars have 
rally welcomed the plan. As well 
he increased overall quota and re- 
tariff level outside it, quota al- 
ons will be more freely transfer- 
among holders. GMH, for example, 
not use its 6,000-vehicle quota and 
derstood to have sold it for about 









































































1e more open quota will let South 
orea's Hyundai Motor Corp. into 
ustralia. Bond Motor Sales, control- 
y Perth entrepreneur Alan Bond, 
ring in 350 Hyundai cars in Au- 
nd plans to import 3,000 veh- 
xt year. Hyundai will gain a 
nargin of preference through 
 Korea's developing-country 
though the removal of such a 
ice on South Korean steel im- 
ist year gives little guarantee 





five manufacturers are continu- 
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export to Japan. In 
ide, Mitsubishi has committed 


red Morello in New York - 


tudy by the United Nations’ In- 
ernational Labour Organisation 
O) has found a strong correlation 
n the weight of a country's re- 
nce on exports and the amount of 
mage that a widespread recession 
inflict upon it. 
‘he survey, covering an arc from 
and Sri Lanka to South Korea, 
hat the most recent world reces- 
n “dealt a much harsher blow to the 
developing countries of Asia" than it 
did to the industrialised nations. 

ILO says. that “a major cause” of 
a's problem was the slackened de- 

ndi inthe industrialised world for its 
roducts in the early 1980s. The price 
primary commodities began to drop 
1981. A year earlier, the market for 
1-food agricultural products and 
1-ferrous metals had already shown 
ns of slipping, and the slide con- 
ed with increased momentum for 
uch items as palm oil and rubber. 
The declines were so precipitate in 
some cases that they could not be offset 
by increased exports. In Thailand, for 
xample, 1982 rice exports were 4.6% 
igher in volume than in: 1981. but 
less in value terms. ^. ^ oh 
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market, particularly i 
, dustries are not sufficie 
the domestic n T 


But wheeling and dealing: has been 
stepped up among the manufacturers. 
GMH has dropped production of its 
traditional six-cylinder engines, and 
will power its Commodore family sa- 
loon with a new engine made by Nis- 
san, while it is trying to sell its four-cy- 
linder unit to Nissan. Lower down its 
range, GMH has "rebadged" the Nis- 
san Pulsar and bought two small Cars 
from Suzuki Motor Co. | AT 

Adding to the turmoil is a un ds 
car-industry scheme to enforce intro- 
duction of lead-free petrol on health 
grounds. Lead-free. petrol will be 
available from July, andit will be man- 
datory for new cars sold from January 
to be modified to use this fuel. 

But the car makers are hoping the 
imminence of lead-free fuel — which 





gives lower performance — will en- 


courage many buyers to act before the 

controls take effect, especially: fleet 

owners, and boost this year's sales. 
While rebadging is breaking down 


‘some of the product pride that might 


ease the withdrawal of one or two local 
fabricators, car makers remain iscepti- 
cal. about the government's aim of 
halving the number of models in pro- 
duction. 


o study finds that countries with strong domestic markets ` 
ive global recessions. with the least damage | 


Countries dependent upon a narrow 


range of primary commodities for ex- 


port earnings were the hardest hit; for 
example, Bangladesh, Sri Lanka, In- 
donesia, Malaysia and the Philippines. 

‘The Asian countries which hedged 
their bets between exports and the 
domestic market fared better. Xhan 
heavily *outward-looking" eco- 
nomies. This led to markedly ` dif- 
ferent economic performances as in. the 
case of India and South Korea ciom- 
pared with Singapore. While pursuing 
an export strategy, the first two simul- 
taneously created solid connections 
with the home market for industrial 
products. As a result, both survived the 
initial impact of the recession with less 
dislocation than did Singapore, which 
experienced greater adjustment dif- 
ficulties because of its lopsided re- 
liance on exports. 

“While export orientation enables a 
country to benefit from an expansion 
in world trade," the ILO study con- 
cludes, “it may make the country too 
vulnerable to instabilities in the world 
if the export in- 



























Rising copper prices a are 


| just what debt-ridden 


MIM Holdings needs 


By Hamish McDonald in Sydney 
rise in copper prices is lifting the 
fortunes of the big Australian min- 

ing company MIM Holdings at-a time 

when some analysts have been ques- 
tioning its ability to weather the reces- 
sion in its metal and coal products. 

Prices for the Mount Isa producer's 

copper on domestic markets have 

edged up to more than A$1,700 

(US$1,434) a tonne after falling some 

A$50 below the A$1,600 (or around 60 

US cents a lb) level generally taken as 

its cost of production. Some -of the 

pick-up is due to curreney movements, 
but the company and many outside 
analysts have predicted more upward 
movement this year. ^ 

- A recovery cannot come too early for 

MIM, which has just recorded a A$26.5 

million net loss for the 24 weeks to 9 

December, compared with. a profit of 

A$14.7 million in the same period. a 

year earlier, despite a 2475 increase in 

turnover to. $525. millio 

The company paid n erm: dis 

vidend, and with profit forecasts for 

the full year (to 30 Jun very gloomy, it 
could be hard-press ; vake a final 
pay-out. and stay: within the good 
books of institutional investors. All 
this is a far cry from the A$204 million 
net earnings made in 1979-80, and 
solid results in most other years apart 

from a A$10 million lossin 1981-82. 

While copper has been down, the 

main reason for MIM’s: straitened cir- 

cumstances is heavy indebtedness 
from its expansion into coal during the 
past four years. Three new mines in 

Queensland — Oaky Creek, Newlands 

and Collinsville — have cost the com- 




















 pany about A$1.3 billion, and given it 9 
_million.tonnes a year of capacity... 


(The coal started to flow through the 
massive new export terminals at Abbot 
Point and Dalrymple Bay in December 


. 1983 and will soon be at full capacity. 


ntly rooted in | v 
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When it is, in the second half of this 
year, MIM. will have to start repaying 
the A$836 million in project finance 
used for the projects at a rate deter- 
mined by the cash: flow generated. 
These loans, together with A$750 mil- 
lion in corporate borrowings, swelled 
MIM's  non-current ‘liabilities to 
A$1.62 billion at 30 June 1984. 

This is ec with ony A$158 



















went up over the same three years from 
A$9.9 T $112.4 million. For 
the latest July- ber half, interest 
went up to A$90.3 million compared 
with A$55.75 million a year earlier. 

MIM has been able to place most of 
its coal, both i an markets and in 
Europe, and theg@pen-cut mines are ef- 
ficient operations: However, the tim- 
ing of its entry into coal was unfortu- 
nate. The cost of the all-new infra- 
structure rose rapidly while coal prices 
shed much of the gains put on in the 
1980-81 boom that saw the projects 
started. Ji 

MIM chairman Bruce Watson re- 
ported in November that Oaky Creek 
and Collinsville were making modest 
profits, but that Newlands was losing. 
A A$10 a tonne price increase would 
provide a “more adequate" return on 
shareholders' equity. Chances of this 
happening have diminished with the 
roll-over at steady prices of annual 
coking coal contracts in Japan and 
plentiful worldwide steaming coal. 


Doro have not spared MIM. 
Noting the company's 162.5% gear- 
ing last June, London stockbrokers 
James Capel and Co. placed it among 
companies likely to face bankruptcy or 
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massive rationalisation if metal prices 
failed to improve. Local investors have 
taken things rather more calmly. 
Stock analysts point out that MIM 
embarked on a major cost-cutting 
campaign much later than other big 
mining groups, around the middle of 
last year. About 1,100 employees, rep- 
resenting some 16% of the workforce, 
will be shed by attrition and early re- 
tirement, and the Mount Isa mines will 
work only high-grade seams. The com- 
pany is reported to be aiming at reduc- 
ing the production cost of a tonne of 
copper by about A$300, a highly signi- 
Meanwhile the huge output from the 


completed mines will spread capital 
costs wider even if current export 
prices mean break-even operations for 
the foreseeable future, and debt-re- 
payment schedules are highly flexible. 
In contrast to Capels view, few 
analysts here see much risk of MIM 
foundering. 

“The basic thing is this company will 
not be able to get out of its debt hole for 
a long, long time," said metals-indus- 
try analyst Chris Buckle, of stockbrok- 
ers Ord Minnett and Co. *You may not 
see the debt level get down to what 
might be called a responsible level 
until the end of the decade. " o 
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Taking a futuristic view 


New Zealand joins the worldwide rush to trade 
currency and stock-exchange contracts 


By Colin James in Wellington 


omewhat tentatively, New Zealand 

has entered the era of financial-fu- 
tures trading, with the 25 January 
opening of the New Zealand Futures 
Exchange (NZFE). The development of 
a full futures exchange follows deregu- 
lation of the finance sector and the 
growing sophistication of the domestic 
finance industry, kept under tight 
regulatory wraps until 1976, and 
still subject to detailed controls last 
year. 

It anticipates the floating of the ex- 
change rate, foreshadowed by a 20% 
devaluation in July 1984 and removal 
of most foreign-exchange controls — 
most recently those on New Zealand- 
ers investing overseas, which were 
lifted in December (REVIEW, 17 Jan.). 

The deregulation has created consi- 
derable uncertainty in both domestic 
money markets and the foreign-ex- 
change market. The money market was 
tightly controlled by the government 
of former prime minister Sir Robert 
Muldoon, but was freed by the Labour 
government which replaced him in 
July 1984. The resulting rise in interest 
rates helped stimulate heavy inflows of 





foreign exchange, which in turn 
created instability in the market. 

This encouraged the new futures ex- 
change to operate initially on US dol- 
lar contracts (with a minimum con- 
tract of US$100,000) and, from 11 Feb- 
ruary, interest-rate contracts, based 
on 90-day prime commercial bills of 
NZ$200,000 (US$93,900). A share-price 
index contract is expected to follow in 
April. Other possibilities being exam- 
ined are gold, Kruggerands, wheat and 
a two-year interest-rate contract. 


he NZFE is alsonegotiating the take- 
over of the country's only other fu- 
tures trading: in crossbred wool, run 
by the London New Zealand Futures 


Association since 1980. Three pos- | 
sibilities which have been rejected al- | 


ready are in kiwi fruit, lumber and fat 
lambs — all significant export com- 
modities for New Zealand, but with re- 
latively limited appeal for overseas 
traders. 


ed 





will clear the transactions through a 


central computer in Auckland. The - 


computerised “automatic trading sys- 
tem” is the second such system in the 
world and one with obvious advan- 
tages in a country with a sparse and 
scattered population. Several of the 
members are in provincial centres. 
The computerisation also paves the 
way for links with foreign exchanges, 
though there are no firm plans for 
as yet. NZFE chief executive Len Ward 


said that once the exchange is up and 


running, the possibility of 24-hour o 
erations to allow for foreign links 
should be examined. Such ties, how- 
ever, would mesh with ambitions to es- 
tablish New Zealand as an interna- 
tional currency trading centre, 
capitalising on its position as the most 
easterly country of any significance. 
That ambition, however, must await 
the floating of the NZ dollar's ex- 
change rate, which is being held up by 
the high budget deficit. The deficit — 
estimated at slightly more than 7% of 
gross domestic product in the current 
fiscal year (ending March) and un- 
likely to drop to around 2% until the 
1986-87 year — is a key factor in main- 


| taining high interest rates. 


So far, 17 banks and brokers have | 


become founding members of the ex- 
change. The London-based Interna- 
tional Commodities Clearing House 


Government advisers fear the NZ 
dollar may be overvalued relative to 
the country's underlying competitive- 
ness, if high interest rates attract too 
much foreign capital under a free re- 


| gime. Nevertheless, the government is 


expected to move to a float some time 
this year. 
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B. EF ava The 13th edition of the All-Asia 
ee shee — J Guide is simply crammed with 

^A [| 7A V Sa Ceu |. new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating outin Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash.” 


29 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. | 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 


2 E a m. 1 . 
and-white pictures. 


MP AIT Asia's most complete guide book 4 All of which adds up to over 
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i REVIEW g Fully Revised 13th Edition 700 pages of vital information for 
«M ' 4 business and pleasure travellers 


ae ce in Asia. 
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Malaysian Tobacco Co. announced a 
4.5% drop in pre-tax profits for the 
year ended 30 Sept. 1984, despite a 
2.5% increase in turnover to M$764.9 
million (US$308.43 million). 

Chairman A. R. J. Christodolo 
pointed t6;:M$10.8 million capital- 
goods investment during the year as 
well as to a slump in the Malaysian 
cigarette market during the first half. 
A poor tobacco crop in Malaysia also 
increased costs. Net earnings per 
share dropped by 14.3 M cents to 24.6 
cents from 38.9 cents the previous 
year, yielding a price/earnings ratio 
of 16.1 on a traded price of M$3.96 a 
share. Directors have recommended a 
total dividend for the year of 30 cents. 

s — JAMES CLAD 


North Broken Hill gains 
Australian mining and investment 
company North Broken Hill Holdings 
reported à 52% drop in net profit to 
A$7.5 million (US$6.15 million) in 
the six months to 12 Dec. 1984 com- 
pared with the same period a year 
earlier. 

The half wasthe first to fully reflect 
last year's A$520 million takeover of 
smelter Industries, which result- 
ed in a 74% increase in turnover to 
A$382.4 million. However, interest 
eharges nearly trebled to A$24.3 mil- 
lion, and';depreciation doubled to 
A$23 million; while mainstream met- 
als activities were hit by falling 
prices of zinc, lead, gold and silver. 
Subsidiary Associated Pulp and 
‘met increased import 









said that unless a “sub- 
rease" occurs in metal 
esulting after-tax profit 
-85 year (to June) will be 
$31.5 million achieved 
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last year. A US$100 a tonne move- 
ment in the price of zinc translates to 
a A$22 million revenue movement for 
the company, while a US$1 an oz 
shift in the silver price adds or sub- 
tracts about A$9 million, managing 
director Mark Bethwaite said. 

— HAMISH McDONALD 

* 

TDK's resounding profit 
Japan's TDK Corp., the world's 
largest maker of ferrites and magne- 
tic tapes, announced consolidated net 
sales of 416.18 billion (US$1.69 bil- 
lion), à rise of 20.1?5, for the year to 
30 Nov. 1984. Net earnings were Y 32 
billion, up 19.9%. Non-consolidated 
sales and net earnings recorded 
growth of 17.8% and 18.2% respec- 
tively. Earnings per common share 
and per American depository share 
rose 19.9% to 294.75 and ¥589.51 
respectively. Dividends for the year 
were ¥40 per share of common stock, 
up 6.7%. 

The higher sales were attributed 
mainly to demand for electronic mat- 
erials and components, which re- 
corded a 31% sales growth year-on- 
year to ¥223.52 billion. Magnetic 
recording-tape sales rose 9.5% 
to¥ 192.65 billion. — BRUCE ROSCOE 


Ocean-Land dips 


Ocean-Land Development of Hong- 
kong has reported an 18.5% decline 
in net profit for the half-year ended 
30 Sept. 1984 to HK$8.98 million 
(US$1.15 million). An interim di- 
vidend of 8 HK cents has been set. 
The earnings decline was attri- 
buted to a depressed shipping mar- 
ket. Most of the group's ships are 
being chartered on the spot market at 
rates which can hardly cover operat- 
ing expenses, and one vessel is laid 
up, said chairinan Chou Wen-hsien. 
The Hongkong property market, 
however, offers a glimmer of hope. 
The company reported an increase in 
rental income in recent months. 
— ELIZABETH CHENG 


Commerce Bank soars 


Commerce Bank of Manila realised 
net income of P58 million (US$3.41 
million) in 1984, more than triple the 
preceding year's P18 million. It was 
the second private-turned-govern- 
ment financial institution (after 
Union Savings Bank of the Philip- 
pines) to show a good earnings per- 
formance, partly due to the competi- 
tive advantage of being a depository 
of government funds. 

Commerce Bank, rebuilt from the 
defunct Overseas Bank of Manila, 
was taken over by the government 
from the Herdis group which, in turn, 
had taken over the bank from the 
Ramos group. — LEO GONZAGA 
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7 A strength ing of Sets prices 
? resources Steir bh i 22-5 23 Jan., while 





€ x» An easing of puc prices overseas and 
of hesitation in- copper prices then took 
o e one n did The Gold Index, 
















asm for equities saw” dices | rifting 
ver. The absence of any corporate news 
ne of year did nothing to stimulate in- 
interest: Several economic forecasts 
ed an optimistic note oh growth rates and 
ed estimates of future inflation which 
ippreciably lower than some. earlier pes- 
guesses. iss d 











ONG: Prices seesawed, as the market 
uncertainly to news of Hutchison Wham- 
icquiring Hongkong Land's sizable stake in 
kong Electric. In the:end, Hutchison and 
‘kong Electric eách:gained 40 HK cents over 
od to HK $20.40: (USs2 12) and HK$8.05 
tively, while Hongkong Land lost 35 cents 
4.35. The period's high point was reached 
an. when the Hang Seng Index put on 27 







































n. Anticipation ofa further prime- ao cut 
| sentiment and this eventually material- 
i the weekend with a half-point cut to 


ALJ ‘LUMPUR: Although trading was dull 
iost of the period, the market had a strong 
owing mainly to interest in just one listing 
Metroplex. This counter's large 42 million- 
re public offer first traded up 300% and ac- 
unted for two-thirds of all dealings on the last 
lay of the period. Apart from Metroplex, how- 
ver, conditions for most liftings bri ghtened only 
lightly, with Wall Street's str ong signs and the 
isual bullish pre-Lunar New Year sentiment leav- 
investors cold. Volume for the period was 44.7 
ilion hares eens million joes 58 million]). 











OSSES outnumbered gains in Ann markets in the period to 28 Jan. "New Zealand 
Taiwan both suffered sharp setbacks on the back of profit-taking. Singapore led. 
ev gainers with, abi painting 5% rise in vane, while Hongkong could not de- 
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gain of 207. 28 Soms Hori the previous period 
closing at 4,444.81 points on 28 Jan. — the rise on - 


that day itself amounting to 129.5 points. The 
daily average turnover r the period was 9.45 
million units. P : 





TOKYO: Investors were inbi quieter after 
the Tokyo Stock Exchange raised its margin re- 
quirement. The Nikkei-Dow Jones Average de- 
clined from its record high of 11,964.52 points on 
21 Jan. to 11,798.86 points on 28 Jan. The decline 
was blamed on small-lot. selling of financial 
shares. Nippon Beet Sugar shares were heavily 
bought as news of its claimed cancer remedy 


spread. Daily trading was down to a modest 


average of 340 million shares. Tokyo has not ral- 
lied to match a hyperactive Wall Street but some 
analysts expect a delayed reaction. 


SEOUL: Prices continued to weaken, with the 
composite index falling 0.71 of a point to 137.89. 
Average trading volume fell by 2.28 million 
shares to 13.78 million. Analysts attributed the 
fall to sales related to tax payments on dividends 
which must be paid soon, and sales on past pur- 
chases related to speculation-regarding resource 
exploration — driving the trading index down 
5.44 points — and also sales of some textiles is- 
sues which were popular earher de to purported 
trade links with Chinas | 


— 


TAIPEI: The. market fell 24.17 points on the 


period to close at 802.05." Théfise in the NT dollar 
against the US dollar in the past month had in- 
vestors worried that Taiwán's already-lagging 
exports will be hurt. Still,there is a general feel- 
ing that, with the US eéófór yon the upturn, 

Taiwan will soon follow. ‘Therefore, the medium- 
term market outlook remains positive. Transac- 
tions remained at a lowlevel, with average daily 
turnover at NT$414 million (US$10. 35 million). 









MANILA: "Volume fluctuated wildly, with pro- | 
fit-takirig dominating the period. A record low of _ 


4.71 million shares changed hands on 28 Jan. 
compared with as many a$169.482 million shares 





on 23 Jan. There was no activity in Benguet and a 
modest appreciation in Atlas B was more than 


offset by slight declines in its A shares, as well as 
in both types of shares of Lepanto and Philex, 
pulling the mining index down 3.27 points to 


| 127.97. A 75-centavo. markup in San Miguel 


boosted the comercial andusiiat index by 0.3 
of a point to 103. 77. 


BANGKOK: Another bearish pem was re- 


corded by the market. Although the early session | 


saw bargain-hunters eme ush back some 
of the previous losses, 


through in mid-séssion indücéd selling through 







the rest of the period. The Book Club Index lost : 


0.93 of a point to close at 126.43. The period's few 
rising stocks were IFC' 
and Berli Jucker. Daily: volume for the period 
totalled some Baht 69.5 million eee ! $ mit 
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LETTER FROM THREE PAGODAS PASS 


his New Year was anything but 

happy for the few desolate indi- 
viduals left in this Burmese border 
town only 3 km from the Thai border 
post. Despite its trio of historic 
stupas, it resembles a deserted Ame- 
rican Wild West frontier town. A 
dusty central track runs between 80 
or so deserted shophouses, passing a 
postage-stamp sports field, and a few 
more houses before disappearing into 
the vast Burmese interior. 

But not long ago, Three Pagodas 
Pass reportedly was bustling — even 
prosperous by the standards of the 
region. The 2,000-plus inhabitants — 
about 70% Mon, 30% Karen — had 
been “trading” with Thailand. Into 
Burma came (bartered, sold or smug- 
gled) everything from Thai tooth- 
paste and medicines to sandals and 
cotton bras. Out of Burma went rub- 
ber, cotton, lacquerware, rubies, 
pelts of civet and tiger, and cobra 
glands for traditional medicines. 

According to an 
observer, this com- 
prised the “normal 
economics” of the 
area. “But the Bur- 
mese Government 
has never benefited, 
and this is whatriles 
them," he added. 
The Thais do not 
bother to man the 
borders or keep 
checks on things 
coming in and out; 
and the Burmese 
have no control over 
the border area at 


all. 

"This is Karen 
territory," he ex- 
plained, “the Ka- 


rens in asort of loose 
alliance of conveni- 
ence with the Mons. The Karens tax 
everything going in and out about 5% 
to support their war of liberation. The 
Burmese have enough problems of 
their own, so when they see these 
goods coming in without benefiting, 
they feel an honest frustration.” 

That frustration has been vented 
on the Three Pagodas Pass more than 
once during the past three decades. 
About 14 months ago, it was attacked 
and a few dozen of its people were in- 
jured. Then December 1984 brought 
the Burmese army close to the town, 
and the results were tragic. 





The Burmese, who have never ac- | 


cepted the self-proclaimed Karen 
state of Kawthoolei, apparently felt 
their periodic “emotional urge” to 
destroy the cross-border trade, even 
if only temporarily. According to an 
observer: “The Burmese put their 
troops on trains from Mudon and 


Thanbyuzayat and take them to the 
terminus at Ye on the western coast 
opposite to Three Pagodas Pass. The 
soldiers join up with the 61st Bur- 
mese Regiment, and start marching 
east to the Termassin Mountain range 
which forms the natural barrier be- 
tween the two countries. Six days 
later, they reach the pass exhausted.” 

It has been surmised that this year 
the Burmese must have been inter- 
cepted by the 6th Karen Brigade, and 
fierce fighting would have extended 
to within 10 miles of Three Pagodas 
Pass. 

The 25-km trip from the Thai town 
of Sangkalaburi takes a good two- 
and-a-half hours — the road can be 
used by vehicles only between 
November and February — but de- 
spite the arduous journey, one can 

expect a refreshing festive atmo- 

sphere when one finally arrives in 
the “smugglers’ paradise." The 
place is usually alive with heavy 





The Three Pagodas: from hive of activity to ghost town. "^"^ "»"c* 


bartering, shops displaying shimmer- 
ing red Karen sarongs and gemstones, 
Japanese tape-recorders blaring 
away and a mixture of Mons, Karens, 
Burmese and Chinese. 


he scene on a New Year visit, how- 
ever, was diametrically opposite: 
the town was practically deserted — 
no music, no traffic noise, not even 
the bark of a solitary dog. Most of the 
houses with their open-front shops 
were disarrayed — shelves fallen to the 
floor. The people had left in a hurry. 
A few townsfolk and only the barest 
essential goods — cigarettes and Bur- 
mese cheroots, Thai whisky, cheap 
Japanese and Thai polyester yarn 
goods and some Thai, Burmese and 
Chinese paperbacks — were left. 
The remaining inhabitants seemed 
lost: a legless man, an old couple who 
stood by helplessly and warned of the 

















dangers of staying, and a few youths 
who smiled wryly. They explained 
the situation in sign language: hold- 


| ing an imaginary machine-gun and 


spraying an imaginary jungle. The 
meaning was all too clear. 

The static of a walkie-talkie be- 
trayed the presence of the town's sole 
"defender" — a boy who could not 
have been more than 14 years old — 
sitting on the second-storey verandah 
of a deserted shophouse, half hidden 
by the shade. He had been following 
our movements from our entrance and 
was obviously broadcasting to troops 
somewhere in the area. He smiled 
shyly, motioned that his walkie- 
talkie was not working. As we passed 
by, he continued his surveillance. 

An hour before sunset, two young 
women in jungle-green uniform 
carrying carbines and revolvers came 
into the town, glanced at us briefly 
and walked down to the fields, pre- 
sumably taking a respite from battle. 
From the opposite side of the town, 
the Thai-border end, came a lone 


| Chinese merchant who had been on 


his regular shopping round. Seeing 
the situation, however, he was in a 
hurry to get back to his home on the 
Thai side of the border. When learn- 
ing that our driver had fled, he pro- 
duced, as if by magic, a pick-up truck 
to carry us to safety. 

In typical Thai fashion, as we left, 
the merchant leisurely pointed out 
some of the area's "attractions": the 
site of the old station which marked 
the end of the "Death Railway" built 
by 100,000 British, Australian and 
Dutch prisoners during World War 
II; the three pagodas around which 
countless Burmese came to attack 
Thailand, and the track itself which, 
according to a Thai archaeologist, 
dates back to the earliest human set- 
tlement of the region. 

As we passed by, already oneor two 
ox carts from the make-shift refugee 
settlement in Sangkalaburi were 
plodding back. In a very short time, 
business would be back to normal. 
The smuggling and bartering would 
continue from where it abruptly left 
off and become increasingly exhila- 
rated — until the weary Burmese 
troops march on the pass yet again in 
their efforts to secure another tem- 
porary victory. 

— NANCY NASH and HARRY ROLNICK 
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After readir 
about the 


a^ article. 
national 


look at the | re 
behind some 
"facts." I was óne« 
terviewed by Ke 
his twisting of fac 
ligence in reportin; 
tives" that can bi 
floor, all of which: 
clear to him. E 
To begin with, I 
foreign staff" being 
this occurs one mor 
nally projected whe! 
Out of five foreign st. 
one leaving. The re ider will be 
. here for their originally anticipated 
three to five years. | 
Yeong Wai Cheong has. left the ex- 
. change’s staff to head the futures oper- 
-ation for a major bank. He did this 












drive and at a point wher | s critical 
J to get the member firms into marketing 
^ — this he can accomplish in his new 
- post. Of course, the exchange is in a 
make-or-break situation. Isn’t any 
- new business venture during its first 
: year of operation? 

c. Many of the "locals" who complain 
| about not making money may have no 
. one but themselves to blame. It is com- 
only thought that it is easy to make 
1oney in this business, but that is very 
. Wrong. Self-discipline is the key to 
. making money, and the average trader 
who breaks even after his first six 







months of trading is considered to be | 


doing well. 

It will take much longer than four 
months to develop a futures exchange. 
We are dealing with a product un- 
familiar to the majority of this area. 


Education processes take time and ef- | 
fort. But the results are not going to ap- 


pear overnight. | 
Much of the. ‘business I have been 


handling has come from my United || 


States customers, who have found 
Simex very useful and would be hard- 
pressed to criticise the fills they have 
received. The exchange is not that “il- 


liquid" — at times, there is a lack of or- 


ders, but mostly it is too liquid. 

"What I mean by that is: there are or- 
ders too large for the locals to trade 
t irough, therefore the market will re- 
© main stuck in assmall range with not 
müch trading being done — but far 
from illiquid. Any: order that is willing 
E el "give up the EE ' (buy the offer or 


dur in phe | 


| butIthink it could be accused of show- 




























in jdnd under way the MAS 
way into our market. 

| What I find most confusing, t 
| is the lack of support the exel 
getting from the press, which loc 
the dark side of every situation 
paints it even darker. If this area 
world is going to be a financial cer 
a futures HM should i ase al f 







| 
b: 
As for. the Monetary Authority of | 
Singapore (MAS) situation — it is one | 
of the larger players in the US market | 












ing favouritism to the exchange and to 
| certain firms in the market here; after 
| all, it is the backer of this binc lm 
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“perso ally have ta | 
erested parties. in Australia, New 
ealand, Indonesia, Malaysia, Japan, 
longkong and Thailand — and many 
f these people contacted me! It is ob- 
ious that the interest is. there, the 
reel) is there, the education is com- 
























mali amount of good. press 
ond be helpful. Why don't you send a 
eporter who will listen to the good 
oints presented to him and will take 
the time to analyse the positives and 
egatives before embarking on a jour- 
listie task? 

There is a fineline between writing a 
quality article that presents the situa- 
ion.as it is and writing one-sided gar- 
ge that will do nothing but destroy 
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Real Estate Department | 
"Metropolitan Tre 
347 Madison Avenue 
New York, NY 10017, U.S.A 
(212) 878-7055 





















THE SURFERS 
PARADISE & 
INTERNATIONAL jg 


Ri OWN MANHATTAN SITE FOR SALE 
| E Triborough Bridge and Tannel Authority, on behalf of itself and the 
ty of New York, requests proposals for the sale 





Bu 
Singapore CM & M Futures (Singàpore) 


| 
@ Lincoin Kaye replies: Culloden is | 
neither the only source I talked with | 
nor the only foreigner on Simex to be | 
repatriated. One hopes the exchange’ s 
marketing drive has not been “com- | 
pleted" with the departure of Yeong. | 
The notion of hypothetical liquidity at | 
imaginary prices is meaningless; a | 
glacier may be water but it is not liquid. 
If “the future could become certain,” as | 
Culloden suggests, he would be out of a | 
job. But he rightly points out that it is | 
early days yet and Simez is still hardly | 
without its prospects. So far be it from | 
me to do a hatchet job. | 






















and redevelopment of the 


The Coliseum site which contains 149,350 square feet is located between 
West 58th Street and West 60th Street, fronting on the westerly side of 
Columbus Circle in the Borough of Manhattan, in New York City. The site 
s improved with an 825,000 square foot office building, a 432,000 square 
ot exhibition center and a 650 car underground garage. 


The site is zoned to permit office, residential, hotel and retail uses. The? zoning 
lows for more than 2.2 million square feet of development. Up to an 
additional 448,000 square feet of development may be aliowed in exchange 
t making designated improvements to the adjacent subway station. 


further information and a copy of the RFP contact: 


ttation Authority - 







Jala 
Jan. 













] freely indulges his prejudices and 
his imagination in sketching a dismal 
scenario Sor, Pakistan. The facts are 
otherwise. | 

The 35 a Pakistani voters gave 
an overwhelming verdict -—-nearly 
98% of the vote — in favour of Presi- 
dent Zia-ul Haq’ s policies and. pro- 


| grammes in the referendum last De- 


cember. This massive expression of 
support leaves no. room for doubt 
about the people's confidence in the 
policies of Zia and his government. 
The referendum also removed all un- 
certainties and ambiguities about the: 
Pakistani people's wishes in respect of 
their destiny. It has demonstrated. 
beyond doubt that the Pakistani na- 
tion is united in its commitment. to. 
strive with renewed faith to attain the. 
goal of an Islamic state set by the: 
founding fathers of Pakistan. 
Reflecting this renewed determina- i 
tion, Zia has lost no time in taking de-. 
cisive steps to translate into reality the: 
wishes of the Pakistani nation. He has! 
promulgated laws to establish the in- 
terest-free Islamic banking system in. 
the country by July 1985. He has also 
called a general election for 25 Feb- 
ruary 1985 leading to the establish- 
ment of an Islamic democratic govern-_ 
ment. The election offers the Pakistani 
people yet another. opportunity to ex- 
press their choice. : 


Hongkong . ZAHURULLAM KHAN 
28 ! x 

Initial error | | 

In your article. Rajiv's  first-act. 


triumph [10 Jan.] you say Dravida 
Munnetra | Kazhagam (DMK). fielded: 
168 candidates in the Indian general 
election. The DMK i is 8 regional party, 
inae Sou wh : Or at 
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Coimbatore, HA. 6. 





| This one 3 | 
Hotel. forms part of the 
magnificent Paradise 
Centre — A residential, 
retail, commercial and 
entertainment complex. 


The Development is 
situated on the beach m the 
-heart of Australia’s Major 
Tourist Centre, offering a 
406 room Resort/ — 
Convention I nerndtional. 
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Malaysian Prime Minister Datuk Seri Mahathir 
_Mohamad is leading the nation in a do-or-die 
charge into heavy industrialisation. The price may _ 
igh — both in monetary terms and in terms of 
ical arguments with other Asean member 
countries annoyed by Malaysia going it alone 
h SUE Such $ as the national car, the PO 






















r y out the downstream. processing ol its | pri- 
products. Pages 78-90. e 
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T | Page 24 | 
clear policy | Another Soviet winter offensive | 
eAnzus pact | fails to break the back of the | 
e cancella- | Afghan... tancé..... Meanwhile, - 
rcise | Kabul accuses China of aid 
| rebels. . : 

























alaysian Page 26 
lispute, but | South Korea’s newest opposition 

y about it. | party wins mass approval — and | FP 
m may spring an election surprise. — | 





r nelli side is hap 














| Asia. less badly adi 
ane 14 | decken B ooti i e, 
; Thai officials. reject Vietnamese 
. peace overtures as a smoke- 
-screen for an intensified offensive 


f a in Cambodia. 


Page32 —— du: 
Jakarta sees no. "short-term - 
enemies, but is still modernising | 
its armed forces. | 


| Page 2 21. 
+ Taiwan's ^non-party opposition | 
|> movement is seeking to establish | 
es “itself as a formal political icd 
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Page 36 

China's ‘Deng Kiaoping' à enlists the | 
1935 Zunyi Conference as alesson | 
to the nation: s leftists. 
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m= i, 1983. About 13.5 million pai 
emembers —- about a third 
| the total membership — 
ill | be 
: d | stages Bo said, targeted ma 
| at prefectural and city organs 
d universities, 






















































üy Dues 2 8). The 
chairman, Coor- 


ity Surono, repeat- 





aay ee  iedied 
> 509 © of his pred for 


‘fhillion (US$9,242)._ 


e of Kins return 
to US. 


carefully timed move, the 
jinistration of | ‘United 
tes President Ronald 
days before opposi- 
eader Kim Dae Jung was 
= that South Korean 


make an official visit to 


med “that the White 
'. Announcement was 
| at keeping pressure on 
government to. as- 
re a safe return for Kim. 
A cording» to well-placed 
sources, Seoul has backed off 
^ from its initial hard line and 
promised the US that Kim will 


- given a send-off reception on 
Capitol Hill attended by a 
number of prominent senators 
and GROGE 





“Second stage of China's 
party purge begins 


The first stage of China's com- 
munist party rectification 


pleted, according to Bo Yibo, 
vice-chairman of the party's 
Central 





ed that what will be. 
re the palace build- 
at were pu a down, d 


— MANGGI HABIR 


igan announced on 1 Feb- 


tto return to Seoul from 


-not be imprisoned, but placed, 
^under house arrest. Kim was. 


— ROBERT MANNING 


drive basically has been com- 


Advisory Commis- 


ter for Politics 


Pa ERE POI las E Sade kon thoes ares Behan ante een re eae ee (AS Bie ANE EPOR PREES ESE NUN EAE ENEE ENEE HORA 


d nt Chun Doo Hwan 


LIT E T un, who are. ; charg 
| murder and illegal possession 
eor firearms, are 
“the civilian Taipei 


MENTRE UIRUT APTIUS 


- ported Lin Biao and the G 
of Four, and those who 


mately expected to ré 


ingly,” according toa report in 


.trationin air-force units. 


courts for prosecut 
E ebruary, | à | 
“spokesman said. The t 








sion. It has involved, he + 
some. 960, 000 members i in 
tral, provincial and muni 
pal-level organs and the mi 
tary since it was launched 





involved in the Sé 






colleges ^ ane 


large enterprises. 


The most important task of 
party rectification, Bo told the, 
 Hongkong-based leftist news- 
.paper Ta Kung Pao, is to weed - 


out Cultural Revolution lead- 
ers who seized political power, 
those who vigorously sup- 











gaged in beating, smasl 
and looting. The purge is1 


the expulsion of some. 
members, or about 0. T^ 
membership. 

Those who have commitiéd 
"grave mistakes may be forgi- 
ven and allowed to re-register 
if they have the determinatio 
to repent and act. aecord- 





the official People's Daily on 
26 January on party re-i regis- 


— ROBERT DELS 


Liu case suspects set 
for public tial = 
Five suspects in the Heni Lin 
murder case (REVIEW, 3 
were handed over to: 









ove 


leged Bamboo Union: : Gang 
leaders, Chen Chi-li and Wu 






to be tried in 
District 
Intelligence 


Court, Three 


Bureau officials implicated in 


the case -— bureaw director 


Vice-Adm. Wang Hsi-ling sand 
‘two deputies, Hu Yi-min and 
"Chen Hu-men 


were handed 
over to be dealt with by mili- 
tary prosecutors. 

.A high-ranking Kuomin- 
tang official told the REVIEW 
that both trials would be open 
to the public. Most observers 
think the trials will- begin 
shortly after the Chinese New 
Year holiday, which falls on 
18-21 February. The decision 
to try Chen Chi-li and Wu ina 
civilian rather than a military 
court is seen as a gesture by 
the Taiwan authorities to 
show that their cases will be 
prosecuted without military 
interference. — —CARL GOLDSTEIN 
















-would honour 


| multilaterals, 
,j Asian 
‘| (page 72). 


| current severe pressures, the 
administration is not budget- 
dng at this time for the future 


to negotiate with other donor 


"agreement. was designed to 
|i head off US imposition of a 


| ton-engined transports. 
| value of the sale was put at 


XS - served 





5 budget: message to 
ongress for fiscal 
h begins on. 1 Oc- 
Reagan said the US 
its existing 
commitment to IDA and other 
including the 
Bank 






to ber | 


Development 


But he said that, "in light of 


replenishments of these parti- 
cular institutions." ln re- 
sponse, World Bank senior 
vice-president Moeen Qureshi 
said that if the US did not con- 
tribute "it would be difficult 


countries. It could spell the 
end of IDA." — -- ROBERT MANNING 


US, Thailand initial 

textiles-export pact 
Thailand and the United 
States have  initialled an 
agreement whereby Thai fab- 
ric exporters would no longer 
receive concessionary export 
credit or other subsidies. The 


6.01% 
(CVD) « 


countervailing duty 





Feb... 


"Bul Thai g Bc exporters | 


-= who face an interim 2.03% 
CVD 
test the issue. 
count for 






i textile-product exports 
to the US, and revolving ex- 
port credits ate vital sources 
of financing. 


— PAISAL SRICHARATCHANYA | 


British aircraft firm. 
announces China sale 
British aircraft manufacturer 
Short Brothers announced on 
4 February the sale of eight 
Shorts 360 airliners to China's 
national airline, CAAC. The 
twin-turboprop, short-range, 
36-seater aircraft are to be 
used as. feeders for CAAC's 
major hubs, probably replac- 
ing vintage Ilyushin Il14 pis- 


US$39. mi lli ion. 





on such Thai products 


have decided to con- 
Garments ac- 
a larger portion of 


The | 





















the "United DES has: 
oil and natural: gasin 
exploratory. well; Pe 

Minister Mohammac 
Khan said on 29 January. The 
well is 25 miles sou’ theast ot 












Further testing is y ünder way. 
Two more wells are to be 
drilled. in: the: area: to:  deter- 
mine the size of the find. 

=S. RASHID ALI i 


South Korea gets more 
foreign investment 
Direct foreign investment in 
South Korea amounted to 
US$419 million in 1984, sur- 
passing the US$268 million 
registered in 1983. Invest- 





ments by United States firms 


took ‘up the largest share, 
amounting to US$191 million, 
an increase of US$53 million 
from 1983, followed by 
US$164 million from Japan- 
ese companies. Inflow from 
Europe more than doubled to 
US$49.8 million. 

By industry group, machin- 


-ery received US$131.5 mil- 








lion, the largest share — be- 
cause of two investments by 


General Motors Corp. of the. 


US in car and car-parts mak- 
ing. , — PAULENSOR. 





| Australian T: 


rest - 
sys more of Burwill - 





Australian iron-ore magnate 


Lang Hancock has increased 
his stake in listed Hongkong 
trading company Burwill In- 
ternational, from 5% to 
23.75%. He is among several 
Australian iron-ore interests 
seeking long-term sales or in- 
vestment: arrangements with 
China (REVIEW, 20 Sept. '84). 
Burwill, which specialises in 
physical-commodities trade, 
particularly in metals and 
with China, said itis currently 


negotiating a long-term con- 


tract to supply China's eastern 
Zhejiang province with" iron 
ore from deposits in Pilbara, 
‘northwestern Australia, to 












Graphite, with the long- edi properties of both strength and lightness, 1s 
revolutionizing aircraft manufacturing. Northrop Corporation was the 
first to apply graphite composites to high performance aircraft. 
Now, for the United States Air Force, Northrop is automating the manufacture of graphite 
composites. To raise aircraft performance, increase durability and reduce costs. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA USA 90067-2199 
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Ordinary computer systems take a 
very narrow view of your world. 





The extraordinary MAPPER System 
puts things in true perspective. 


Ordinary computer systems see you and MAPPER adapts to the way you work. | The MAPPER System can be scaled for a 
your special business problems the way You and your people don’t have to be major corporation, for a single 
their programs tell them to. Which means computer experts to use MAPPER department, or for a growing business. 
they can’t See things quite right. expertly. Far from it. Simple but powerful Before you invest in any ordinary 
That's because computer programs are English commands get you what you computer system, invest a little time with 
either off-the-shelf — designed for some want. A word or two is usually enough. Sperry. Come see MAPPER in action — 
mythical **typical'' business. Or they're As you insert and extract information, hands-on. 
custom-designed — created by an outsider freed from rigid procedures, you create 
who's unlikely to have a complete picture your program along the way. So you can 
of your business. make mistakes. Change your mind, Even 
But meet the Sperry MAPPER* System. alter your destination in mid-journey. 
It's truly an extension of your mind. MAPPER does more than work the JAL. 


Instead of confining you to any fixed way you work. It actually follows the way Se [2-9 V 
program, MAPPER gives you carte you think. ^" 


blanche to create your own programs. 








Sperryltd., ORG Systems, N.V.P.D. Soedarpo Corporation, EDP Taiwan Incorporated, 
36/F., Sun Hung Kai Centre, Anand Bhavan, 33 Bhavan Lok, Flectronic Data Processing Division, 4th Floor, Min Hwa Building, 
Wanchai, Hong Kong Vasant Vihar, Jalan Let. Jen. S. Parman Kav. 35, 150 Fu Hsing North Rd., 
Tel: 5-749311 New Delhi — 110057 India Slipi, Jakarta Barat, Indonesia Taipei, Republic of China 
Tix: 74516 UNIVAC HX Tel: 675317 Tel: 596701 Tel: 715 3933 
: Tix: 031-2140 ORG IN lix: 45867 DARCO IA Tix: 11169 GILBMAR 
Sperry Pte Lid., 
07-01, The Octagon, Summit Computer Co. Lid., Pernas Trading Sdn Bhd., Uniphil Computer Corporation, 
105 Cecil St., 8th Floor Silom Building, Computer Division, 2nd Floor, Don Jacinto Building, 
Singapore 0106 197/1 Silom Rd., Bangkok, Thailand 3rd Floor Annex Block, De La Rosa Cor Salcedo Sts., 
Tel: 2248333 Tel: 2334280 Jalan Raja Laut, Kuala Lumpur, Legaspi Village, Makati, Metro Manila, 
Tix: VACSIN RS 20844 Tix: 82709 SUMMIT TH Malaysia Philippines 

Tel: 932122 Tel: 851144 

Tix: 30340 PETRAD MA Tix: 075-66609 UNCC PH 

MAPPER is a trademark of Sperry Corporation. © Sperry Corporation 1984 
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Hanoi has moved up provincial- 
level battalions of Vietnam’s 
500,000-strong People’s Regional 
Force to perform static defence 
duties in Cambodia to free more 
main-force units for actual 
combat in the offensive now 
under way against the Khmer 
Rouge stronghold at Phnom 
Malai. At least four divisions 
have moved into position for the 
assault. Intelligence sources say 
the Vietnamese force was joined 
recently by a regiment or more of 
the 7th Division, formerly a 
reserve unit attached to the 4th 
Corps headquarters in Phnom 

















QUID PRO QUOTA 
United States Trade 
Representative William Brock 
will lead a special mission to 
Tokyo in mid- 
February to 
persuade Japan to 
open its markets to 
US goods in return 
for an extension 

of Japanese 
“voluntary” motor- 
import quotas, which 
expire at the end of 
March. At a recent 
cabinet meeting, a 
majority of President 


















An Afghan army general was wounded 
and several of his men killed in a rebel raid 
in the eastern province of Paktia, two Af- 
ghan refugee news services reported in Is- 
lamabad (31 Jan.). A revolutionary court 
sentenced a guerilla commander to death 
in Paktia, the official Kabul radio said (1 
Feb.). 


BANGLADESH 

Anti-government strikes by doctors, en- 
gineers, students and lawyers paralysed 
government offices and closed colleges 
and universities (3 Feb.). 


CAMBODIA 

Vietnamese troops overran a mountain- 
top Khmer Rouge command headquarters 
on the Thai-Cambodian border, a senior 
Thai military officer said (5 Feb.) 


INDIA 

A businessman was arrested in connec- 
tion with India's biggest spy scandal, the 
United News of India said (30 Jan.). 
France was withdrawing its ambassador 


in New Delhi, à government spokesman | 


said (1 Feb.). Poland, East Germany and 
France were named as countries involved 





Penh. Other units committed to 
the overall operation include the 
9th Division, positioned to the 
northeast of Phnom Malai 
mountain, the Battambang- 
based 309th Division, 
concentrated in blocking 
positions at the southern end of 
the sprawling jungle complex, 
and the 330th Division — another 
relatively new unit recently 
involved in cross-border fighting 
with Thai marines. Both the 9th 
and 330th divisions moved into 
western Cambodia from central 
Kompong Thom and Kompong 
Speu provinces respectively in 
mid-1984. 





Ronald Reagan's advisers 
favoured allowing the quotas to 
lapse, following record US 
motor-industry profits of more 
than US$10 billion 
in 1984. At the same 
time, however, the 
US trade deficit with 
Japan reached a 
record US$37 billion 
in 1984 — well above 
US projections — 
and the US would 
like to try to use 

the quotas as 
leverage on this 
issue. 


| in India's espionage network by a busi- 
nessman described by newspapers as à 
| key figure in the scandal, the Press Trust 
| of India said (4 Feb.). A newspaper report 
| said that the East German and Polish con- 
| tacts of the espionage ring had been ex- 
| pelled (5 Feb.). 


A United States official confirmed the | 


| cancellation of scheduled joint Austra- 
lian-New Zealand-US naval exercises 
over Wellington's refusal to grant port 


VETS ON A VISIT 


Vietnam will soon allow 
American war veterans to visit 
former war zones as a result of an 
agreement between Hanoi and 
the Vietnam Veterans of America 
group. The trips, which could 
begin as early as March, will 
include visits to Hanoi, Ho Chi 
Minh City, Danang and Hue, as 
well as to old battlefield sites. The 
agreement is part of a Vietnamese 
diplomatic offensive aimed at 
normalising relations with the 
United States. 


A PRIVATE AFFAIR 


The Asian Development Bank is 
"actively studying" a new facility 


| to be tapped for the extension of 


loans that will not require 
government guarantees. The new 
facility, which still requires the 
formal approval of the ADB 
board of governors, primarily 
will benefit the private sector in 
the bank's developing member- 
countries. Loans under the new 
facility will go to low-risk 
projects so that the capital 
markets will not react negatively 
to the planned ADB move. 


| Already, two projects — one from 


South Korea, the other from 
Thailand — are being evaluated 
for eligibility for this new 
facility. 


murder case touched off a widespread 
outcry from the press (30 Jan.). Gen. Fa- 
bian Ver and 25 others pleaded not guilty 
to involvement in Aquino's murder (7 


| Feb.) 


facilities to nuclear-armed and -powered | 


| SRI LANKA 


| American warships (5 Feb.). 


| PACIFIC 


French High Commissioner of New | 
Caledonia Edgard Pisani met separatist | 


leader Jean-Marie Tjibaou (4 Feb.). 


PAKISTAN 

Three candidates contesting provincial 
assembly seats were arrested for inciting 
supporters involved in a shooting incident 
in Karachi, police said (31 Jan.). 


| 


| soldiers indicted in the Benigno Aquino 


SOUTH KOREA 

An opposition candidate filed a lawsuit 
against the chief election official saying 
he had abused his powers by censoring op- 
position campaign posters, prosecution 
officials said (30 Jan.). Riot police used 
tear gas to disperse hundreds of anti-gov- 


ernment demonstrators in Seoul (5 Feb.) 


Four Tamils were killed and six others 
seriously injured when an ambulance car- 
rying them struck a landmine laid by 


| Tamil separatists in eastern Sri Lanka (30 


Jan.) Security forces in the north shot 


| dead two men believed to be key figures in 


a militant Tamil separatist group, press 
reports said (2 Feb.) 


TAIWAN 
The China Times newspaper published 
the contents of a tape said to have been 


The prison authorities’ refusal to jail 23 | made by the killer of Chinese-American 


author Henry Liu (31 Jan.) 
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By Robert Manning in Washington and Colin James in Wellington 


| liance itself, is called into question by 


ew Zealand's refusal to allow a 
United States warship access to 
its ports has led to the cancella- 
tion of a joint naval exercise involving 
the two countries and Australia and 
has cast a serious pall over the future of 
their tripartite military alliance, 
Anzus. The dispute came on the eve of a 
visit to the US by Australian Prime 
Minister Bob Hawke, who also faces 
ressure from anti-nuclear forces in 
is own Labor Party. 

The acid test for New Zealand Prime 
Minister David Lange's seven-month- 
old anti-nuclear government came with 
the request for a call by the US de- 
stroyer Buchanan to visit New Zealand 
at the conclusion of the planned Sea 
Eagle Anzus exercises in early March. 
Standing firm on his declared policy of 
refusing entry to ships which might be 
carrying nuclear arms, Lange refused 
after his intelligence service said it 
could not say whether the Buchanan 
would or would not be so armed. 

It is long-standing US policy to 
neither confirm or deny if a US ship is 
armed with nuclear weapons. But a 
Defence Department official con- 
firmed. to the REVIEW that the ship is 
armed with Asroc anti-submarine mis- 
siles, which are capable of carrying nu- 
clear warheads. 

The US administration had hoped 
that Wellington would follow a varia- 
tion of the Japanese model and allow a 
certain amount of ambiguity in regard 
to whether or not visiting US warships 
are carrying nuclear weapons. And US 
officials were particularly annoyed be- 
cause New Zealand officials had infor- 
mally indicated that the visit would be 
approved. A senior US official said: 
“Lange has wanted it both ways — an 
anti-nuclear policy and full status in 
Anzus. Now he will have to choose.” 

US Defence Secretary Caspar Wein- 
berger said he was “very, very, disap- 
pointed with the stand of New Zea- 
land, which constitutes a serious at- 
tack on the effectiveness of the alliance 
which is absolutely essential to the 
security of New Zealand.” State De- 
partment spokesman Bernard Kalb 
said that Wellington’s denial of port 
access was, “a matter of grave concern 
which goes to the core of our mutual 
obligations as allies.” 

The US cancellation of the exercises 
emphasised the steadfastness of 
Lange's policies. But it also was a clear 
warning to Wellington that its status 
as an Anzus partner, and even the al- 
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Lange's policies. Lange said when an- 
nouncing the refusalof port access that 
he wanted to continue close coopera- 
tion with the US and to remain in 
Anzus. He added, “I would welcome 
[the visit] if the Americans would 
suggest a vessel that I know is not nu- 
clear armed. " 

The US fears that anti-nuclear 
forces in Australia and Japan as well as 


USS Buchanan: Lange's acid test. 


in Nato countries might be encouraged 
to push for a similar stance. 

Such fears are reflected in a state- 
ment, read by Kalb, which said: "Some 
Western countries have anti-nuclear 
and other movements which seek to di- 
minish defence cooperation among the 
allied states. We would hope that our 
response to New Zealand would signal 


that the course these movements advo- | 


cate would not be cost-free in terms 
of security relationships with the 


US officials say they will reconsider 


overall US cooperation with New Zea- | 


land. A senior US official said that 
New Zealand's status in Anzus would 


have to be revised at least, while Aus- | 


tralian analysts expect the US will 
want to make Wellington a dormant 
partner. 

Another option being discussed with 
Hawke during his Washington visit is 
turning Anzus into a bilateral alliance. 
But a senior US official said it was less 
likely that the tripartite treaty would 
be scrapped altogether because there 





might be a desire to revive it under a | 


different New Zealand government. 
"There will be a series of measures 
taken to make sure New Zealand 
knows it's not cost-free," one US offi- 
cial said. Several US congressmen 
have already called for barring further 





Lange's anti-nuclear stance forces cancellation of a naval exercise 


Anzus all at sed... 


military cooperation with Wellington. 
The US is also considering curbing 
New Zealand's access to intelligence 
information. 

A more serious threat domestically 
to Lange than lack of military coopera- 
tion is calls by congressmen to dump 
US stockpiled surplus dairy products 
on the market in competition with 
New Zealand. A senior US official 
said: “We have been patient and tried 
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Hawke in 
the draught 


By Hamish McDonald in Sydney ' 


N ew Zealand's refusal to budge from 
its strict ban on nuclear-armed 
and nuclear-powered warships enter- 
ing its ports has put the onus of sus- 
taining formal ties with the United 
States military in the southwestern 
Pacific on Australia. But just as this 
problem came to a head, Australian 
Prime Minister Bob. Hawke himself 
came under strong domestic pressure 
to cut a link with US nuclear strategy. 

Hawke, on his way to Washington 
for a meeting with US President 
Ronald Reagan on 7 February, said 
Australia would now be holding sepa- 
rate talks with the US and New Zea- 
land to see what defence co-operation 
will follow. Hawke was seen as like- 
ly to caution against any harsh penal- 
ties in trade. " 

Hawke's own room to manoeuvre 
has been severely limited by an embar- 
rassment in the ranks of his ruling 


Australian Labor Party on a related 
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a want toc nge their policy.’ 

In Wellington, " Neu Zealand De- 
fence Minister Frank O'Flynn said the | | 
government had been *well aware that | 
the US might withdraw acilities now | 
available under Anzus .. . such as con- 
cessions in the pur Kass à of miray 
equipment.” He a The 
also reduce or sti 
gence. "Our defence 
us of all these probal 
We are prepared fi 
cost, and Tam sure mo New Zealand- 

ers aré too." | 
A There is no clearr of whether 
“public opinion gorsi iat far. Pr 
l ds un that. Lan 
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The MCA signs a peace pact ‘with no ose’ bit neither 
side seems o overjoyed with the outcome of their dispute 


ceived a 7095. appre 
minister, and most analy 
present controversy. | 
‘strengthened his popularity. ©. 
: Opinion polls have shown: upport for | 
: the government’s general stance 
against nuclear-arm ps coming 
| into New Zealand ports — and two- 
< thirds of New Zealanders voted in the 
14 July 1984 election for parties that 
, espoused that or tougher anti-nuclear 
policies. 


Sawer = 


issue — Hawke’s agreement to extend 
limited help for the US Air Force in. 
testing its controversial MX intercon- 
tinental missile, which is designed to 
à parry nuclear warheads. 
conseryative . govern- g 
| | ninister Malcolm 
Fraser had agreed to let US Air Force. 
aircraft use Australian bases to ob- 
‘serve the splashdown some 100 km off 
"the Tasmanian coast of two MX mis- 
siles fired from Vandenberg airbase in 
, California. In November 1983 Hawke 
reaffirmed this consent at US re- 
“quest, but had the target point shifted 
“outside Australia’ s 200-km economic 
zone. | 

The help with the tests has outraged. 
Labor’s Left, which has been joined by | 
some centre and rightwing members 
‘who normally fall in behind Hawke. 
‘Together with mounting protests. by 
the anti-nuclear movement this was 
reported to have led Hawke to decide - 
-to cancel appr val for use of Austra- 
lian báses for the MX tests, a decision 
he then had to: € nvey to Reagan in per- 
Son. i 
. Inevitably this will be read in some 
uarters of the US as immediate con- 
tagion by the lew Zealand | anti- -nu- 





By Suhaini Aznam in Kuala Lumpur 


fter 10 months of bitter in- fighting brought the sudden and not e 
and public acrimony, the two war- | satisfactory public rec onciliatic 
ring factions of the Malaysian Chinese In what an MC A stalwart t 
Association. (MCA), the country's | very smart move," Mahathir 
major Chinese party, signed a truce on : présided atthe signing of the tr 
30 January which was lauded by the | also added his signature as its 
politieal elite as a “nobody loses" | “Neither side would dare be the f 
peace treaty. But’ the main actors | break the conditions of the agre 
themselves belied such optimism: as | fortodoso would amount to di 
unity was espoused in speeches, the | obedience of the prime minister, 
faces of those on the two sides wore ex- | official pointed out. : 
pressions ranging from morosetogrim. As the MCA is an important 
The long-awaited pact between the in the ruling coalition heat 
acting MCA president, Housing Minis- - Mahathir's, United Malays M: 
ter Datuk Neo Yee Pan, and his chal- | Organisation (Ümno) many h 
lenger, former party vice- president | pected him to intercede months 
Tan Koon Swan, represents the culmi- | but he had been adamant in treat 
nation of months of mediation efforts | as a "family affair." His interve 
by Ghafar Baba, secretary-general of | finally — just two days before the 


‘the ruling National Front coalition. | ing of the truce, according to Ne 
close aide ~ - took many A surpr Rcs 
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Several times a breakthrough seemed | 
imminent, but then another demand B 
E 
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would surface to stall peace efforts. 

The dispute‘arose last year when Tan | 
accused Neo of trying to rig election of | per sonal battle pee em fà 
delegates to a party congress, due to | under the terms of the P iade d : 
have been held. in July, using a padded | : 
membership list. The row came to a | election ao to be held before 31 May: 
head when Neo on 19 March 1984 de- | and will not be free to stand for hi 
clared Tan, 13 top aides and hundreds | leadership until 1988. TH 
of followers expelled or suspended Heis, moreover, bound to suppi 
from the party. Tan replied by holding predetermined list of office-bea 
an emergency general meeting. — ap- | valid for three years, which names N 
proved by 1,499 delegates — which | as party president and Labour Minis- 
ruled the expulsions unconstitutional. | ter Datuk Mak Hon Kam — a Neo "m 
The disputes have been before the | — as deputy. Tan aos wil rer 
courts ever since. . one of four party vice-presid 

With the crisis drame on and the | Other main points of the joint ag 
MCA Niger incapacitated, it was | ment were: 

béhind-the-scenes interven- | » The withdrawal of all pendi 

j Minister patil Seri | cases. 
"Mohamad that nally | » The reinstatement of ab 
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meeting no later 31 May, at t which 

^x . time the p inged party line-up 
. will take office. 

= > The following party election to be 

held no earlier than 31 May 1988, 

JAF meaning that the predetermined party 

3 hierarchy will hold office for three 
= years. 
- The whole issue of the party regis- 
— tration list — at the heart of the dispute 
A ži — was a cause of immediate confusion. 
_ Tan and his aides swooped into the 
— MCA headquarters to examine the re- 
. gister only hours after the agreement 
was signed. But party officials told 
_ themit was not ready for examination. 
The lists for five states were released 
E. days later, but it took an ultima- 
— tum from Tan to prise the rest of the 
- . lists from headquarters by 5 February. 
4 _ If Tan agrees that the lists are now ac- 
_ ceptable, the party elections will go 
ahead. 

One of Tan's victories was his refusal 
to agree to Neo's condition that no can- 
IU. didate — not just Tan and his 13 closest 
id E allies — would challenge the present 

Es - leadership for the two top party posts, 
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terhecthie fighting makes “hy daper. 
ing over” difficult, conceded a state 
level party official. A Tan party worker 
remarked that matters had mierely “re- 
turned to square one,” while a Neo 
supporter volunteered his personal 
“unhappiness” with the settlement. 
Since then the two groups have been 
huddled in closed-door conferences, 
each in their separate headquarters, 
giving sustenance to doubts about the 
permanence of the forced pact. 


j nsiders from both camps, and several 
in other parties, have made it no 
secret that the cobbling together of the 
factions has but one real aim as far 
as the prime minister is concerned — to 
give some semblance of unity and co- 
operation for the forthcoming general 
election likely late this year or early in 
1986. 

The drawn-out power tussle has 
tested the patience of Malaysian 
Chinese, particularly the less politi- 
cised, pragmatic working class. Dis- 
gust at the dollars lavished on renting 
hotel ballrooms ånd transporting 
party members ‘around the country, 


[] ka? 
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: perf 
showed bow far the MCA had swung 
to the Western interpretation of 
“politicking” for personal gains, he 
said. 

Such sentiments from disaffected 
urban Chinese are worrying enough 
for the government which has watched 
the nation’s capital remain in the 
hands of the opposition in recent elec- 
tions. But the MCA rift had split the 
party all the way down from leaders to 
grassroot level. 

If disenchantment spread to the 
smaller towns where the ruling Na- 
tional Front depends on the MCA to 
bring in the Chinese votes, the implica- 
tions for a repeated, strong mandate 
for government could be severe. (The 
National Front won 132 out of 154 par- 
liamentary seats in the 1982 general 
election, with the MCA winning 23.) 

‘Voting patterns in the past four elec- 
tions have identified the Chinese as the 
country’s pendulum voters: voting op- 
position in 1969, government in 1974, 
opposition again in 1978 and over- 
whelmingly government in 1982. The 
MCA is relied on to deliver the Chinese 





4 CAMBODIA 


No news from Hanoi 


. Thailand discounts Vietnamese overtures as a ruse to cover 


. their new offensive against Khmer resistance joi 


+ By John McBeth in Bangkok 


Ix officials are discounting recent 
overtures by Vietnamese diplomats 
- here as diplomatic camouflage for the 
- second phase of Hanoi's dry-season of- 
. fensive against the Cambodian resist- 
ance, now concentrating on Khmer 
vt . Rouge strongholds along the Thai- 
. Cambodian border. 
b The Vietnamese diplomats are con- 
_ tinuing to push the line that the 10th 
= Indochinese foreign ministers’ meeting 
— jin Hanoi in January initiated fresh 
proposals that could pave the way to 
peace in Cambodia, calling attention 
1] J B orticularly to a paragraph in the com- 
- — munique issued by the foreign minis- 
— ters on 18 January that calls for the 
“exclusion of the genocidal Pol Pot 
5 clique” in return for the “withdrawal 
E of Vietnamese voluntary forces” and 
— “free general elections" in Cambodia. 
_ During Swedish Foreign Minister 
Lennart Bodstroem's visit to Hanoi in 
mid-January, his Vietnamese counter- 
| part, Nguyen Co Thach, talked of free 
; elections *to be held under interna- 
tional control." But the communique 
fell short of that and simply mentioned 
| "the holding by the Kampuchean peo- 


3 


ple of free general elections with the 
presence of foreign observers. " 


e 
», 


| 
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Thai and Western officials say the 
wording implies that the elections | 
would be held by the Haboi- backed | 
Heng Samrin regime itself in accord- 
ance with its constitution, a proposal 
Asean rejects out of hand. 

Vietnam's latest move came a few 
days before United Nations Secretary- 
General Javier Perez de Cuellar ar- 
rived in Hanoi on 28 January on a 
swing through Thailand, Laos, Viet- 
nam, Malaysia, Singapore and In- 





donesia in hopes of restoring momen- 
tum to the Cambodia negotiations. Al- 
though Perez de Cuellar said he made 
modest progress during his talks with 
Thach in Hanoi, the “important 
clarifications" he claimed to have 
brought back with him failed to excite 
anyone. 

“We are still studying what he 
brought back, but our impression is 
there is nothing con- 
crete in what Vietnam 
said to him and what 
they had to tell us,” à 


Thai Foreign Ministry 
source told t 

REVIEW. "The Viet- 
namese still want 


Heng Samrin as the 
government and they 
will continue to be 
there, pulling the 
strings.” 

The spokesman said 
Thach did not provide 
clarifieation on any of 
the specific points 
raised by the Thais 
and had told Perez de 
Cuellar that these 
would have to be the subject of negoti- 
ation. "On the one hand they are put- 
ting forward so-called proposals," the 












source pointed out, Sand on the other 
they are going ahead with theirattacks 
along the border. " He claimed the 
Vietnamese. did nof tmderstand the 
principle of free elegtions “and we feel 
it is just a tactical sug Eus because 







[Thach] would not elabor: 
While not e ec! ing PN 









component party, the theoretically 
multi-racial but nevertheless predo- 
minantly Chinese Gerakan Rakyat 
Malaysia, has stood poised in the wings 
— hoping to increase its clout within 
the coalition. Although its 140,000 
members give it only half the MCA's 
strength, Gerakan nevertheless offers 
an alternative Chinese voice in the Na- 
tional Front, a fact noted by Umno. 

Admittedly, Gerakan’ 
itself experienced a brief 
jostling for its party 
leadership recently, but 
the party recovered with 
relative speed (REVIEW, 25 
Oct. '84). With a general 
election in sight, it there- 
fore became imperative 
that the MCA should 
guard its position in the 
coalition — Gerakan had 
made no secret of its 
hopes for an increased al- 
location of seats to con- 
test in the election and the 
logical “donor” would be 
.the MCA. 








eral's trip to Hanoi, Thai officials were 
anxious to learn from Thach specifi- 
cally how Hanoi envisaged supervising 
the elections and whether the Viet- 
namese were prepared to commit 
themselves to a timetable for elections. 
They also wanted to know whether 
Hanoi's phrase "elimination of the Pol 
Pot clique" meant liquidation of the 
leadership — and if so, how far down 
the chain of command — or removal of 
the entire fighting force. 


he Thais take the view that the 
proposed elimination of the Khmer 
Rouge is an impossible suggestion. 
"Who can eliminate Pol Pot?" one offi- 
cial asked. “We have to take things one 
step at a time." This implies that the 
broader question of the Vietnamese 
presence in Cambodia has to be ad- 
dressed first before the Cambodians 
could be described as exercising self- 
determination. 
This view was echoed by Prince 
Norodom Sihanouk, president of the 
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the fact | 
apparently could not solve its own po- 
litical problems without pressure from 


the Umno leader is causing some con- | 


cern. Sin Chew Jit Poh, a leading 
Chinese daily newspaper, commented 
on the day of the agreement: “This is 
something very sad for the MCA, the 
biggest Chinese political party in the 
country. The Chinese community is 
unhappy because it has been subjected 
to great shame." 


—-— 





anti-Vietnamese Democratic 


commented: "Neither Perez de Cuellar 
nor Sihanouk can liquidate the [com- 
munist] Khmer Rouge . . 
Rouge have made it very clear to me 
that they will refuse to be liquidated, 
and China lets me know this.” 
Referring to the growth and consoli- 
dation of the Heng Samrin authorites 
in particular and to the annual with- 
drawal of Vietnamese troops from 
Cambodia, the Indochinese com- 
munique expressed confidence that 
within five to 10 years, the Cambodia 
problem “will of itself be settled re- 
gardless of the absence of a negotiated 
settlement.” This would appear to be 
the time frame in which Hanoi wants 
Asean to believe that the Heng Samrin 
authorities and its armed forces will 


have reached sufficient strength to | 


stand alone. 
In Kuala Lumpur, Perez de Cuellar 
touched on the possible injection “at 


Kam- | 
puchea coalition and leader of one of | 
its two non-communist factions, who | 


. the Khmer | 
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At the signing (left to right), Neo, Mahathir, Ghafar and Tan: morose to grim. 
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Election unity is one reason 
for the pact — foreign 
confidence is another 


he necessity for unity in the 
ruling National Front before 
the next general elec- 
tion may not have 
| been the sole reason 
for Prime Minister 
Datuk Seri Mahathir 
> Mohamad to finally 
step in to end the 
Malaysian Chinese 
Association crisis. 
According to one 
source in the prime 
minister's United 
Malays National Or- 
ganisation, who has 
been keeping a close 
"—| watch on the recently 
restless East Malay- 
sian states of Sabah 
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and Sarawak: “He 
can’t afford to have troubles 


erupting there, when an older 
problem here isn’t resolved yet. 
That would really weaken the Na- 
tional Front image.” 

Image is all-important right 
now when the government must 
appear to be in control despite its 
recent tribulations — the Bumipu- 
tra Malaysia Finance corruption 
scandal, a heightened Islamic 
challenge from the small but stri- 
dent Muslim opposition Parti 
Islam and two local issues which 
have taken on racial overtones: 
Bukit Cina, where local officials 
plan to develop the site of a 
Chinese cemetery, and Papan, 
where a radioactive waste dump 
was being built close to a predo- 
minantly Chinese village. 

Mahathir is apprehensive in 
case foreign investors lose confi- 
dence in the country and lately has 
repeatedly requested the press to 
refrain from making the country 
appear beset by crises. But Malay- 
sian business circles and foreign 
diplomats feel that the Malaysian 
Government at times makes ghosts 
of mere shadows. Its record is solid 
— the same coalition has ruled 
since independence in 1957. 

Mahathir does have a point, 
however, in that foreign business- 
men still associate Malaysian 
commerce with their most familiar 
contacts: the Chinese community. 
A rumbling in the Chinese ranks is 
immediately — if rather naively — 
translated as unsteadiness in the 
economy. — SUHAINI AZNAM 
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roops int o T area. On 4 Feb- 
ruary, however, Sihanouk and Tha 
Prime Minister Prem Tinsulanond re- 
jected the notion of UN peacekeeping 
troops, unless it led to a total with- 
drawal of Vietnamese forces. Hanoi 
has made it clear that it will not accept 
a demilitarized zone exclusively inside 
Cambodia, and Prem and Sihanouk 
are reported to have declared that UN 
forces would not be permitted on Thai 
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. territory under any circumstances. 


While both sides claim to have time 
on their side, there is concern among 
Thais and Cambodians alike over the 
number of Vietnamese being resettled 
in Cambodia — a minimum of 200,000 
by Thai estimates and as many as 


- 600,000 according to resistance esti- 


mates. Commenting on Hanoi's time- 


_ table, Sihanouk declared: "By that 
_ time Cambodia will be depopulated 
- of Khmers but infiltrated by millions 
= of Vietnamese 


— Khmers.” 


masquerading as 


Son Sann's Khmer People's National 


— Liberation Front (KPNLF), the coali- 
tion's other non-communist faction, 


has been hit the hardest by the Viet- 
namese offensive, being left with little 


- choice but to abandon fixed positions 


and go to a more mobile form of 
guerilla warfare. And sources said the 


— —reorientation could take much longer 
_ than expected. The same sources be- 


lieve a change of tactics also calls for 
closer coordination among the resist- 
ance factions over operational areas 
inside Cambodia. 


hina, which has indicated a willing- 
ness to provide more arms to the 
non-communist factions, is worried 


- whether the KPNLF is prepared to 


undergo the sort of hardships as- 


— sociated with infiltrating deep inside 
— the country and whether the morale of 


individual soldiers will be affected by 


separation from their families. 


Perhaps the most difficult task will 


4 be the establishment of supply cor- 


ridors and caches. Perhaps giving the 


b lie to the widely held belief that they 


alienated the entire Cambodian popu- 
lation during their brutal three-and-a- 


- alf years in power, the Khmer Rouge 


rely on local villagers for food and also 
to act as porters in a now well-or- 
ganised network that relays supplies 
into the interior. 

Perez de Cuellar's visit did nothing 
to upset the tempo of Vietnam's border 
drive, a clear signal that Hanoi sees no 
role for the UN itself in the Cambodia 
issue. Vietnamese gunners shelled a 
civilian encampment on the evejof the 
secretary-general's arrival (an inci- 
dent he said he took up both in Hanoi 
and with Vietnamese officials at the 
embassy in Bangkok) and as he de- 
parted the immediate area of conflict a 
week later elements of at least four 
Vietnamese divisions were preparing 
for a major assault on the Khmer 
Rouge stronghold of Phnom Malai. @ 
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Armed forces chief Gen. Fabian Ver and 26 others accused 
over the Aquino murder deny the charges in court 


By Guy Sacerdoti in Manila 


t took slightly less than 30 minutes to 

hear the words “Not guilty, your 
honour” repeated 52 times in the small 
courtroom of the Sandiganbayan, a 
bench of three judges set up in 1978 to 
try Philippine Government officials 
and currently trying 25 military men 
and one civilian in connection with the 
killings of former senator Benigno 
Aquino and Rolando Galman, the man 
the military says shot Aquino, on 21 
August 1983. 

As expected, armed forces chief of 
staff Gen. Fabian Ver and the others 
being arraigned before the court on 1 
February stood firmly behind their 
claims that there was no military con- 
spiracy to kill Aquino and 
that there was:no attempt 
to cover up the crime dur- 
ing the military's investi- 
gation of it. Except for 
Maj.-Gen. Prospero Olivas, 
all were in civilian clothes. 

But as the pre-trial hear- 
ing was set to begin on 
7 February, during which 
government . prosecutors 
and defence lawyers were 
to work out how much of 
the huge amount of evid- 
ence already obtained in 
the case could be entered 
into the record uncontested, 
the court proceedings them- 
selves became as much of 
an issue as the trial itself. 

Oppositionists and some 
legal experts  criticised 
both the court and the government 
prosecutor, known as the tanodbayan 
or ombudsman, for being too soft on 
the accused before and during the ar- 
raignment and said they are convinced 
the trial's progress and outcome will 
conform to a pre-set plan. 

The court judges, led by Justice 
Manuel Pamaran, and a three-man 
team of prosecutors, led by Manuel 
Herrera, firmly deny such a plan. But 
one defence lawyer told the REVIEW 
after the arraignment that there would 
be little problem winning an acquittal 
for Ver, who is charged as an accessory 
to both killings for supporting the 
military's allegedly false version of the 
assassination. 

The defence counsel said the mili- 
tary's lawyers plan to contest all evi- 
dence presented to the Agrava fact- 
finding board that could be self-in- 
criminating. The Agrava board was set 
up to investigate Aquino's murder, and 
its findings have provided the basis for 
the charges made against the accused 








— many of whom testified before the 
board. 

Since most of the charges against 
Ver are based on his own lengthy tes- 
timony before the board, the defence 
counsel said, any evidence presented 
against Ver at the trial will have to 
come from other sources. That, the 
counsel said, will be a difficult task for 
the prosecution. But more important, 
he said, is that the charges themselves 
cannot be amended. While new evi- 
dence can be presented to the court, it 
must be directly related to the charges 
put forward at the arraignment. 

The defence lawyers for Ver and 21 
Aviation Security Command soldiers 

"U^" charged in the case at first 
discussed moving for dis- 
missal of the charges on the 
grounds that the evidence 
was circumstantial, incom- 
plete. and, in Ver's case, 
based mostly on his Agrava 
board testimony. But they 
later decided against this 
because, if the case were 
dismissed before trial, fresh 
charges could be filed. 

Criticism of the court 
followed its decision on 
31 January to allow the 
military to take custody of 
the 17 accused of murder, 
which is usually a non- 
bailable offence. Those in 
charge of the detention 
centres normally used by 
the Sandiganbayan, wrote 
to Pamaran claiming their facili- 
ties were unsuitable to hold the ac- 
cused. 

Pamaran did not question the let- 
ters, and Herrera did not argue against 
a motion to allow the military to take 
custody of the accused, nor did he ob- 
ject to the defence's desire to have the 
17 principals and eight accessories 
(plus a single civilian alleged ac- 
complice) tried simultaneously on an 
assortment of related but different 
charges. Before charges of being acces- 
sories to the murders can be laid 
against Ver, Olivas and .six others, the 
conspiracy itself must be proven, de- 
fence lawyers said. ~ 

As the pre-trial hearing gets under 
way, it appears that previous predic- 
tions — that the triahitself would last 
through most of the^year — might 
prove wrong. Lawyers for both the 
prosecution and the defence have said 
that if the trial proceeds "according to 
plan," it should takeronly about three 
months. Slave 6 
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Japans Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 








OCL-Leading the wa 
































For 20 years OCL has been both 
pioneer and pace setter in 
international door-to-door delivery. 


Investment in equipment— 
ships, containers, port and inland 
facilities and the sophisticated | s Cou ut E dl 
computer systems to complement A | GU oe 
them — has been matched only by , o 
investment in people. 


pon 


OCL and its wide network of 
agents are staffed by experts 
dedicated to meeting the individual 
needs of today's shipper and 
planning for the future in an ever- 
changing world of international 
trade. 


OCL is leading the way in 
container shipping today and 
setting the pace for tomorrow. 


So wherever you want cargo 
delivered call OCL or its Agent first. 


Agents: 
Hong Kong -Swire Shipping (Agencies) Ltd. 
Japan -Swire Shipping. 

Singapore-Mansfield Container Shipping Pte. Ltd. 
Peninsular Malaysia (Kuala Lumpur)- 

Container Agencies Sdn. Bhd. 
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When you havea drawer full 
22 fom diferent 


"cimi ) YOU CAN pack a suitcase 
i. ten minutes. 


T ue ses traveller, you 
desery e h ment 


e 
[ ore The Boulevard Hotel Singapore sel to the needs 
e of the frequent traveller. If work brings you to Singapore, 


consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls., There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
oping. We can even give you a complete private office. 









If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 

air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 





BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL. AF FORDABLE | LUX URY 


GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * YORK HOTEL * BOULEVARD HOTEL SINGAPORE * LADYHILL HOTEL 


Reservations Worldwide: xin , Golden Tulip Hotels. Utell International. 
Australia, Japan and USA Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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The unofficial opposition seeks a formal political organisation but 
the KMT offers only a compromise, unacceptable to many 


By Carl Goldstein in Taipei 


pp anons between Taiwan's ruling 
Kuomintang (KMT) and the politi- 
cal opposition, or tangwai, have 
reached a delicate stage, with each side 
pulling back from outright confronta- 
tion over the legal status of an opposi- 
tion political organisation. But more 
radical elements within the tangwai 
may not want to compromise, making a 
major clash in the near future a dis- 
tinct possibility. 

The dispute is being played out in a 
political atmosphere heightened by 
fallout from the Henry Liu murder 
case, in which Taiwan has admitted 
the involvement of military-intelli- 
gence personnel. Liu, a KMT critic, 
was shot dead in California on 15 Oc- 
tober 1984, and Taipei's link to the 
murder has threatened unofficial ties 
between the United States and 
Taiwan. With international attention 
already focused on Taiwan, the gov- 
ernment is anxious to avoid creating 
another human-rights cause célébre. 

Yet hardline elements in the KMT 
leadership are apparently not so re- 
luctant to confront the opposition. Ac- 
cording to the minutes of a 17 October 
1984 meeting of Taiwan's top security 
and news-management officials pub- 
lished in a tangwai magazine, a secu- 
rity official called for the elimination 
of “extremist magazines” and the 
“thought pollution” they are said to 
spread. Many KMT critics say the gov- 
ernment called off —or postponed — a 
major crackdown against the opposi- 
tion because of the Liu case. 

Last November, Interior Minister 
Wu Po-hsiung ordered the Tangwai 
Public Policy Association to disband 
because it had not registered in ac- 
cordance with World War Il-era 
emergency legislation. The group had 
been set up in May by a number of 
tangwai-elected officials to promote 
the top item on the tangwai agenda: es- 
tablishing a formal opposition party. 

Since this is still forbidden, the 


tangwai, which simply means “outside | 
the [ruling] party," have used. a succes- | 


sion of thinly disguised substitutes in 
the past few years to forge a semblance 
of unified action. 

The same period has seen a slow 
liberalisation of the KMT, which on 
the whole shows a much greater toler- 
ance for dissent than it did five years 
ago. "The tangwai is already acting as 
a 'party without the name'," said 
James Soong, director of the KMT's 
Department of Cultural Affairs. 

He said the opposition would have to 
be satisfied with the substance, but not 
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the form, of a party structure. The gov- 
ernment has also tolerated a big 
growth in the tangwai press, which 
currently consists of about 14 
magazines. Still, several have been 
shut down, fora year at a time, and in- 
dividual issues are frequently confis- 
cated. 

With one eye on elections to be held 
in October for provincial-assembly 
and county-magistrate seats, the pub- 
lic-policy association announced late 
last year plans to set up branch offices 
in other parts of the island. Also, in a 
calculated challenge to the KMT's de- 
sire to deny the opposition a formal or- 
ganisational base, the association 


erected a large signpost outside its of- 
fice on a busy street in downtown 


A | fe 


. re 


Taipei bearing the group's full name. 
“The KMT hates to see that word 
[tangwai] on the sign," said Fei Hsi- 
ping, a member of Taiwan's Legisla- 
tive Yuan and one of the group's 
founders, 


p^ any case, Wu's order to disband 
came soon after. The initial reaction 
by tangwai leaders was to denounce 
the legality of the order and declare in 
a press conference their intention to 
disobey it. Before positions hardened 
too much, however, several prominent 
university professors, who are not con- 
sidered members of either camp, vol- 
unteered their services as inter- 
mediaries to see if a compromise could 
be reached, 



























By he T TRE n O wu as 
if this had ccomplished. Many of 


the public-policy association's leading 
members — including Fei, Lin Cheng- 
chieh, a magazine publisher and city 
councillor, and Chou Ching-yu, a 
member of the national assembly and 
wife of Yao Chia-wen, a former 
tangwai leader imprisoned since the 
Kaohsiung riots in 1979 — had agreed 


| to a compromise. They would register 


as the Political Construction Research 





| 





Association sign; Chen; Chou; Soong: open feuding. PHOTOS. PETER ALLEN 


Association, thus dropping the word 
"tangwal." 

"It was important to find a solution 
that would not cause the KMT to lose 
face," said one of the intermediaries. In 
return, the newly registered associa- 


| tion would have gained official ap- 


proval to carry out its organising ac- 
tivities. 

But the possible agreement has been 
scuttled, at least temporarily, by fierce 
opposition from younger activists in 
the tangwai. Members of the Editors” 
and Writers' Association, sometimes 
called the tangwai's New Generation, 
called the agreement a sellout. This 
pressure forced the others to pull back 
from their previous, more moderate 
position 

Most recently the 
tangwa! has pro- 
posed to register 
under the new name, 
but at the same time 
maintain the pub- 
lic-policy associa- 
tion and the editors’ 
group, which has 
also been de- 
nounced by the gov- 
ernment as illegal. 

The KMT says it 
will not accept such 
a compromise. 
“How can we accept 
one legal and one il- 
legal organisation?” 
asked Soong. How- 
ever, it remains to 
be seen if there is to 
be more give in the 





government posi- 
tion 
Open feuding 
within the tangwai 
already has contributed to a loss of 


public support and influence for the 
grouping. In the last election, held in 


December 1983, the tangwai's vote 
total dropped to about 22%, down 
from 30% the previous round. More 


important, it was the first decline after 
six years of rising vote totals 

Kang Ning-hsiang, probably the 
best known of the tangwai leaders not 
in prison, was defeated in his bid for 
re-election to the Legislative Yuan 
Harsh attacks on him in some opposi- 
tion publications for being too moder- 
ate were said to be the main reason for 
his defeat. 

The tangwai does have à common 
programme based on opposition to 
limitations on freedom of speech and 
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de mand to lift t h € 
par Jes. Beyo 

; angwai is ping into different tenden- 
cies. The dominant trend is Taiwan 
. self-determination, generally taken to 
mean letting the people of Taiwan de- 
_ cide their own future in a democratic 
way. 
- Then there are Taiwan indepen- 
dence supporters and a small number 
of reunificationists. Most of the 
tangwai's votes and financial support 
come from the native Taiwanese mid- 
dle class, who want to see the main- 
la nder-dominated KMT pushed into 
moving faster in sharing power with 
t ae Taiwanese majority. 
ET over strategy threaten to 
reak the tangwai wide open. "Basi- 
y we're having an identity crisis 
," said Lin. "Even for a disor- 
ised grouping, we're too disor- 
anised." Some independent observers 
e predicting a further erosion of sup- 
port for the tangwai in the October 
elections. 
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"Jn another major development on the 
political scene, the publishers and 
editors of two opposition magazines 
have been convicted of libel in what 
KMT critics charge are politically 
motivated cases. Chen Shui-pien, the 
director of the Neo-Formosa weekly, 
pur: with the publisher and editor- 
-chief, were sentenced to a year in 
prison and ordered to pay US$50,000 
E: n compensation to Fung Hu-hsiang, a 
.pro-KMT chairman of the philosophy 
grum at Tunghai University in 
Taichung. 
. The case arose after the magazine 
accused Fung of passing off a transla- 
tion as his own work. The severity of 
_ the sentence has troubled even many of 
the people who think the facts of the 
. ease may be on Fung's side. “I've never 
heard of a libel sentence coming any- 
where near this one," said a prominent 
local lawyer. 
. In the other case, four top staffers 
- from Lin's magazine, Progress Weekly, 
were sentenced to eight months in jail 
after being convicted of libelling a 
former mayor of Kaohsiung. The 
magazine had called him “the king of 
. Kaohsiung” and detailed his alleged 
underworld links. 
= Chen and much of the tangwai have 
. gone on the attack, hoping to capitalise 
_ on the public perception that they have 
been victimised for political reasons. 
. Chen left for the US on 25 January to 
. mobilise support in the US Congress 
and among the Taiwanese community 
| there. 
The case has already led to demon- 
— Strations in front of Taiwan's unoffi- 
= Cial representative offices in the US. 
. There has been some speculation in 
— A Taipei that the government may seek 
= to have the sentences lightened in the 
appeals now under way in order to de- 
fuse the issue — and to avoid creating 


l b 


= martyrs. uU 
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The rise of three Rave” 


n recent months, events in Thailand, 

Singapore and Indonesia have led to 
intense speculation on what the future 
holds in store for certain army gener- 
als. 

In Thailand, the annual changing of 
the guard, normally a “nothing-really- 
new” affair, took on an added flavour 
because of attempts by the military, 
both in and out of parliament, to derail 
the constitutional process, thereby 
making it that much easier for Gen. 
Arthit Kamlang-ek, the army chief 
and supreme commander, to be in- 
stalled as the country's next prime 
minister. 

The firm and timely intervention of 
the king ensured that Prem Tin- 
sulanond remained prime minister for 
yet another year and prevented what 
would otherwise have been a not-so- 
bloodless coup. 

In Singapore, there is a changing of 
the guard of a unique and more pro- 
found kind, because unlike Thailand it 
takes place only once every 25 years, or 
so it seems. Some 286 carefully screened 
"new guard" candidates replaced a 
similar number of “old guard" Peo- 
ple's Action Party (PAP) stalwarts and 
took to the polls on 22 December. 
Apart from two not-unexpected 
casualties, the other 24 first-time can- 
didates were duly elected. 

The new guard is spearheaded by 
32-year-old reservist Brig.-Gen. Lee 
Hsien Loong who, a day after quitting 
the army, was appointed political sec- 
retary to the minister of defence by 
none other than his father, the prime 
minister. Since his victory at the polls, 
Lee junior has been named minister of 
state for defence and also for trade and 
industry. 

In Indonesia, the military is firmly 
entrenched — not only in the person of 
President Suharto but also in the per- 
vasive and dominating presence of 
serving and retired generals in all 
branches of government: executive, 
legislative and administrative. For 
example, Gen. Benny Murdani, who, 
besides being the armed forces com- 
mander is concurrently chief of Kop- 
kamtib (the Operational Command for 
the Restoration of Security and Order) 
and chief of the Defence Intelligence 
Centre, at least must be a:contender for 
the future leadership. 

All these developments throw up a 
number of interesting questions. What 
is the exact relationship between the 
civilian and the military in these three 
pivotal Asean countries? What is the 
perceived or prescribed role of their 
military? What is the impact of mili- 
tary thinking on their policies? 

To ome e wc ada the loei 
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litical systems of the three are so con- 
trasting that what holds true for the 
one cannot possibly hold true for the 
other two. 

In Thailand, the military is in full 
sway and what is at issue is the extent 
to which a clutch of powerful army of- 
ficers will permit wayward politicians 
to "civilianise" Thai politics. 

In Indonesia, even this modicum of 
power is denied the politicians and 
civilian administrators. 

The civilian administrators and 
legislators are mere appendages of the 
militarised power structure. And un- 
like the unpredictability of Thailand's 
military politics, Suharto's consum- 
mate skill as a politician coupled with 
his unchallenged position as In- 
donesia's supremo will see to it that his 
military successor is acceptable to 
those who matter and that the transfer 
of power will be a smooth one. 

In Singapore, the military has al- 
ways been subordinate to the civilian 
administration and has distanced it- 
self from anything that remotely 
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smacks of politics — or so it was 
thought. But the decision of Brig.-Gen. 
Lee to abandon his military career in 
favour of politics introduces a totally 
new dimension to the Singapore politi- 
cal scene. 


The blood-curdling farewell speech 
he gave to his men last September 
spoke volumes for one who is even now 
being freely touted as a future prime 
minister of Singapore. In it Lee said: 
"The Singapore Armed Forces is an 
armed force . . . Its mission is to defeat 
its enemies, ruthlessly and completely. 
It is an instrument of controlled fury, 
designed to visit death and destruction 
on its foes . . . Soldiers must have steel 
in their souls... must learn in war to kill 
and not flinch, to destroy and not to 
feel pity, to be a flaming sword in the 
righteous cause of national survival." 
If the speech is calculated to impress 
the enemy (Vietnam?), it does not. If it 
is meant to endear Singapore to its 
nearest Asean neighbours, the oppo- 
site may be the case. 

Leaving aside the merits of that 
speech, his induction into the ruling 
PAP and the fact. that he. is peing 










given rise to fears that a precedent has 
been set for the “militarisation” of 
Singapore's politics. " 


In civilian-ruled Singapore, such | 


emotive issues as external threats, na- 
tional security and the resultant need 
to be fully prepared have been skilfully 
manipulated to justify the over-arm- 
ing of the defence forces. The military 
has in a short time acquired a formida- 
ble inventory of the latest arms and 
equipment. In terms of manpower, in- 
cluding reservists, Singapore has the 
highest military-to-civilian ratio in 
Asean. 

The distinction, between military 
and political imperatives has become 
diffused. External.defence is so closely 
allied with internal security (which, as 
an issue, is as political as anything can 
be) as to become- indistinguishable. 

| All this raises the question of why a 
small and prosperous city-state of 2.5 
million people néeds to adopt an al- 
most paranoid siege mentality; why a 
bustling — convention-cum-financial 
centre securely tucked away behind a 
protective barrier of fellow members 


Murdani: Lee; Arthit: cause for concern. 
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tion of the political structure is far 
from complete due to the stubborn | 
rearguard action being waged by the | 
party politicians. As for Singapore, the 


spate of hawkish and 
ricades" speeches by its politicians- 
turned-generals have rendered similar 
speeches by commissioned generals 
completely superfluous. 


NC the rise to prominence 


mm 


“to-the-bar- | 


of Arthit, Lee and Murdani — and | 
| vigilance is the surest guarantor of 


this applies to Lee and Murdani in 
particular — has given cause for con- 
cern in certain quarters. All three have 
been making tough statements on why 
their respective armed forces must be 
at a high state of readiness, and why 
the military must be prepared to meet 
any contingency. Fears have been ex- 
pressed that their strong personalities, 
coupled with their hawkish views on 
anything remotely connected with na- 
tional security and national defence, 
may lead friend and foe alike to mis- 
read their intentions. 

Such fears, no matter how prema- 
ture and far-fetched they may appear, 








of; Asean needs tọ over-arm itself — 
especially when the nearest perceiva- 
ble threat, Vietnam, is so far away from 
its shores. 

Singaporean politicians seem to 
have pre-empted the eventuality of 
military rule in that they themselves 
“think military.” Elder statesmen and 
party stalwarts talk like generals, 
think like gerierals and act like gener- 
als. In a speech he-made on 25 Sep- 
tember 1984, for example, Goh Keng 
Swee, the former first deputy prime 
minister and for along time the ar- 
chitect of Singapore's defence policy 
and, strategy, gave Singaporeans a 
forceful reminder that “Singapore 
must prepare for war to keep the 
peace.” 

Recent political developments in all 
three countries indicate that in In- 
donesia the emergence of a forceful 
and powerful figure such as Murdani 
leaves no doubt. whatsoever of 
Suharto's intention to perpetuate and 
intensify military control of the entire 
political and socio-economic spec- 
trum; while in Thailand the militarisa- 
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are nevertheless relevant because they 
deal with such imponderables as: if at 
some future date Arthit were to suc- 
ceed Prem as prime minister, would it 
mean the demise of the vocal civilian 
political opposition in Thailand? And 
would his government adopt an 
intransigent line vis-a-vis the Cam- 
bodia problem? 

Would Lee, should he one day be- 
come prime minister, turn Singapore 
into a garrison-state that is more of a 
threat to its Asean neighbours than to 
the real enemies? 

And what about Murdani himself, a 
soldier with a reputation for being 











| withstanding. 


tougher than steel? How would he, if he | 


were president, deal with threats from 
within and without? How would he 
react to what he regards as an over- 
armed Singapore? Are his recent tough 
statements on Indonesia's defence pre- 
paredness a/rebuttal, no matter how 
obliquely, to all the tough talk by 
Singapore's “politician-generals”? 

On the evidence it would appear that 
for the time being at least such fears 
are groundless, bearing in mind the 


Sad JJ. 
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these 
political 


socio-economic priorities of 
three countries and the 
realities of the times 

What is worth noting is the assess- 
ment by some observers that the 
heightened military planning (com- 
plete with air-raid sirens and civil-de- 
fence shelters), and the frantic pro- 
curement programme are the govern- 
ment's way of jolting Singapore's 
population out of their middle-class 
slumber; to remind them that eternal 


peace and stability. The last thing 
Singapore wants is for its immediate 
neighbours to misread its intentions. 

In Thailand and Indonesia the trans- 
fer of the reins of government from one 
general to another will not necessarily 
herald the beginning of a foreign- 
policy position so radically different 
as to threaten the delicate political 
framework which holds Asean to- 
gether. 

Of the three generals in question, 
perhaps the stars shine brightest for 
Lee and Murdani. Both are clearly des- 
tined for greater things. And for a 
while it looked as if Arthit would be 


€ Fears have been expressed 
that their strong personalities, 
coupled with their hawkish 
views on anything remotely 
connected with national 
security and national defence, 
may lead friend and foe alike to 
misread their intentions. ? 


similarly blessed. But the ignominious 
drubbing he received at the hands of 
Prem and his supporters over the de- 
valuation issue (REVIEW, 22 Nov. '84) 
may well mark the beginning of his po- 
litical demise. 

In Singapore, there is every reason to 
believe that the military will be subor- 
dinate to the political leadership and 
the civilian administration, the entry 
of Lee into the political arena not- 
In his case, the col- 
lective wisdom of the ruling party must 
have decided that here is a bright and 
impressive young man who can make it 
right to the top 

What is unsettling about Singapore, 
however, is the extent to which the 
siege mentality and the attendant com- 
bativeness have coloured the thinking 
and language of its political leaders 
And the presence of Lee so high in the 
line-up may only embolden the hawks 
in Singapore and, what is even more 
unsettling, provoke neighbouring 
hawks to assume a more warlike 


| stance. After all, Lee is not the only ex- 


soldier in Asean who can talk tough — 
and act tough. oO 
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AFGHANISTAN 


Deadly winter games 





The Soviets enter the sixth year of their Kabul adventure 
without breaking the ability of the rebels to hit back 


By Husain Haqqani in Peshawar 
Et movements of Soviet 

and Afghan Government troops in- 
dicate a fresh winter swoop in the 
Shumali plains bordering the strategic 
Panjsher Valley. Large armoured con- 
voys carrying thousands of troops are 
reported to have left Kabul for the 
southern flank of the valley — a move 
initially interpreted by Western dip- 
lomats as the beginning of a new offen- 
sive there. Mujahideen guerilla 
sources, while not ruling out another 
offensive before the end of winter, say 
the present troop movements are de- 
signed to forestall guerilla attacks and 
secure Soviet-supported government 
positions. 


Fresh troop deployments also have | 


been reported from Herat, bordering 
Iran, and there has been a build-up in 
two provinces — Paktia and Ningarhar 
— bordering Pakistan. The Soviets ap- 
parently plan to continue their war of 
attrition against Afghan civilians 
while trying once again to cut off 
mujahideen supply routes before the 
winter is over 

Since the Soviets occupied the coun- 
try five years ago they have failed to 
deny the mujahideen civilian support 
and supplies, while securing their own 
munitions flow. However, 1984 was a 
relatively better year for the Soviets. 
Repeated offensives in the Panjsher 
are aimed at preventing guerilla at- 


tacks on the Salang highway connect- | 


ing Kabul to the Soviet border, which 
will almost definitely resume after the 
winter. Increased military activity in 
provinces bordering Iran and Pakistan 
is meant to flush out guerillas from 
areas where they have access to cross- 
border support. 

The Soviet operation in eastern Af- 
ghanistan has been a major one, but 








the Muslim guerillas have fought it | 


fiercely since it began in mid-De- 
cember. Elements of at least three 
Soviet divisions and thousands of 


Kabul government troops are involved 
in the offensive in Paktia and Nin- 
garhar, which control the shortest 
guerilla supply trails from Pakistan's 
tribal area. Fighting has focused on the 
garrisons of Jaji and Chamkani, which 
the mujahideen have had under inter- 
mittent siege since last summer. 

In one recent incident, resistance 
fighters from various groups com- 
bined to attack a large convoy of 
more than 500 tanks, armoured per- 
sonnel carriers and other vehicles, de- 


stroving four tanks and killing 20 sol- | 


diers. The convoy was stalled 25 km 
short of both Jaji and Chamkani and 
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| an unusually large number of resist- 


ance fighters — said by some mujahi- 
deen to be as high as 1,500 — partici- 


| pated in the ambush. 


The Soviets have brought an addi- 




















Samarkhel, "60 Eni from the Pakistan 
border, which serves as headquarters 
for operations in three eastern pro- 
vinces. Samarkhel, which now con- 
tains an estimated 10,000 Soviet and 
Kabul troops, itself came under attack 
on 23 January, resulting in the destruc- 
tion of several tanks and setting an am- 
munition depot on fire. The Afghan 
Government garrison at Barikot, 10 
km from the Pakistan border, also has 
been under mujahideen siege and Af- 
ghan officials have admitted it is dif- 
ficult to get essential goods into 
Barikot though they blame “repeated 
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The Chinese connection 


Kabul accuses Peking of supplying the resistance with 
arms and supporting what it calls terrorist activities 


fghanistan's Soviet-installed gov- 

ernment has stepped up its prop- 
aganda campaign against China's sup- 
port for the Afghan resistance. On 30 
January, Kabul published the text of a 
letter from the central committee of 
the ruling People's Democratic Party 
(PDPA) to its counterpart in the 
Chinese Communist Party. The letter 
urged an end to “interference in the in- 
ternal affairs of Afghanistan" and 
called for expansion of “mutually 
fruitful relations." 

The next day, a protest note was sent 
to the Chinese Government by the Af- 
ghan Foreign Ministry, listing various 
types of weapons with Chinese mark- 


| ings captured from the mujahideen 


guerillas and accusing China of sup- 
porting terrorist activities. Observers 
of the Afghan situation say the protests 
reflect growing fears among Afghanis- 
tan's communist rulers of active 
Chinese involvement on behalf of the 
mujahideen, which is hurting the 
Soviet war effort. 

Chinese weapons, particularly roc- 


| kets and anti-aircraft guns, are avail- 


able to the resistance in large quan- 
tities and they seem to be more effec- 
tive in guerilla war than heavier, more 
expensive equipment from the West. 
Chinese arms supplement the Soviet 
weapons captured hy resistance fight- 
ers and the fact that in most cases the 
parts and ammunition for both types is 
similar works to the advantage of the 
mujahideen. 

The PDPA letter, as reported by the 

official Afghan media, repeats charges 
of training camps in Xinjiang province 
for *counter-revolutionary bands" 
a reference to the mujahideen. It says, 
"several hundred Chinese instructors 
are engaged in training Afghan ban- 
dits in the training centres inside 
Pakistani territory." It also alleges 
that the Chinese have supplied “ap- 
proximately 2,000 heavy machine 
guns, 1,000 anti-tank rockets and 
nearly half a million rounds of am- 
munition to the anti-Afghan revolu- 
tion agents through the Pakistani 
army,” without giving any indication 
of the source of these figures. 

The most interesting aspect of the 
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ed major losses in 
recent battles and 
two reliable muja- 
hideen sources 
claimed an Afghan 
general from the 
14th Division was 
wounded in action 
in Paktia in the 
last week of Jan- 
uary. 


esides defending 
embattled garri- 
sons, Soviet pres- 
sure on mujahideen in the eastern pro- 
vinces is linked to the security of 
Kabul, where the resistance continues 
to mount regular attacks. On the fifth 
anniversary of the Soviet invasion last 
December, Kabul was hit with rockets 
for five consecutive days, some of 
them falling near the Darulaman pre- 
sidential palace, The attacks came 
despite tight security, and Soviet 
units were unable to do anything ex- 
cept drop flares over the city from heli- 
copters. 
More recently, Western diplomats 
reported a rocket-and-mortar attack 
on the well-defended Bagram airbase 


REVIEW MAP by Frank Tam 


letter is the lengthy description of 
Sino-Soviet cooperation in the early 
stages of the Chinese revolution, 
followed by the argument that 
China should mot object to “the 
Afghan revolution" getting similar as- 
sistance. 2L. 

"The military assistance of the 
Soviet Union to revolutionary China 
was welcomed," the letter says, "but 
the right of our revolution to obtain 
such assistance is rejected [by China]." 
It continues: *China, having such past 
experience, should have stood up in 
support of the April revolution, and 
the Afghan patriots who have been and 
are fighting for the same objectives for 
which thousands of Chinese revolu- 
tionaries sacrificed themselves in the 
years of the revolutionary war." 

No reference was made to the fact 
that the Chinese party does not recog- 
nise the PDPA as a revolutionary 
party, nor to previous criticism by Af- 
ghanistan of Chinese revisionism and 
alliance with imperialism. The PDPA 
made an indirect appeal for Chinese 
economic assistance, saying “it would 
have been understandable if Chinese 
agricultural technology, tractors, 
foodstuffs and Chinese machinery 
were imported into the new Afghanis- 
tan” and Chinese specialists helped in 
the country’s reconstruction. 

But it expressed shock that China 
chose to unite with “reaction and 
counter-revolution." ^ — HUSAIN HAQQANI 
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near Kabul. The mujahideen destroyed 
as many as 12 Soviet helicopters, tak- 
ing advantage of a daytime snowstorm 
which grounded aircraft. 

The Soviets generally 
against attacks on their bases and per- 
sonnel by resistance forces with aerial 
bombardment of civilian targets. But 
the tactic has had only limited success 
in reducing support for the mujahi- 
deen. 





Ime ad 1 » ght | wt Du 
> b ~ 
se 


| akistan, followed by a 
ries of attacks on border villages and 
refugee camps in Pakistan. In recent 
months, the Karmal government has 
accused Pakistan or Iran of cross-bor- 
der raids whenever fighting has in- 
creased inside Afghanistan 

Kabul's protest notes to Islamabad, 


| making these accusations, now invari- 
| ably contain threats of retaliatory ac- 


retaliate | 


Over the past four months or so, the | 


thrust has been towards border pro- 
vinces and the border itself. Soviet-in- 
stalled Afghan President Babrak Kar- 
mal warned last year that Afghanistan 


INVESTMENT 
CONCEPT 


tion. Diplomats and Pakistani officials 
say the allegations of direct Pakistani 
and Iranian attacks can be used as jus- 
tification for more Afghan incursions 
into the two countries — particularly 
Pakistan. “Sealing the borders is a 
tough task,” observed a Western dip- 
lomat. “Besides fire power against the 
mujahideen in Paktia and Ningarhar, 
the Soviets also want to apply 
psychological pressure against Af 
ghanistan's neighbours. They think the 
prospect of more Soviets along the bor- 
der coupled with threats of hot pursuit 
will frighten Pakistan into cutting 
supplies through its territorv." Pakis- 
tani Foreign Ministry officials confirm 
that the tone of Afghan protests over 
alleged Pakistani border violations has 
become "more threatening." But as 
Pakistan does not officially acknowl- 
edge supporting the mujahideen, there 
is no way it will admit taking measures 
to stop them even if it did 

Fighting has escalated in the region 





US$20,000 MILLION MAJOR GROWTH INDUSTRY OFFERS 
PARTICIPATION OPPORTUNITY TO INVESTORS 


s*& Fully certified legal ownership of steel 
shipping containers built to the highest 
I.S.O. specifications. 

$ High earning fully insured tangible 
assets, with low maintenance and 
depreciation, and a 15 year working life. 


# Secure and expert management of 
your investment by the Transco Group; 
the Swiss-based container management 
company with the best 10 year 
performance record. 


* The Transco Group currently manages 
leasing assets in excess of US$35 million 


in servicing contracts with over 200 
international shipping lines. 

Æ Varied investment programmes 
which are easily portable and 
independent of country of domicile. 

sk Tax-efficient US DOLLAR income from 
participation in international trade. 

st DO NOT MISS THIS EXCEPTIONAL 
OPPORTUNITY TO EARN EXCELLENT 
INCOME AND DIVERSIFY YOUR 
CURRENT INVESTMENT PORTFOLIO 
sk For full details, without obligation, 
fill in and mail our coupon today. 
MINIMUM INVESTMENT US$12,000 


TRANS CONTAINER MARKETING (H.K.) LTD, a subsidiary of TRANSCO HOLDING AG, 
Switzerland, c/o 1303 Queen's Center, 58 Queen's Road East, Hong Kong. 


Tel: 5-299138 Telex: 72320 COSHK HX. 


To: Trans Container Marketing (H.K.) Ltd,c/o 1303 Queen's Center, 58 Queen's Road East, 
Hong Kong. Please send me full details without obligation. 
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have increased their support for the re- | 


sistance. Normally there are fewer re- 
ports on guerilla activity in western 
Afghanistan because of unavailability 
of news through Iran as well as prob- 
lems caused by the distance between 
resistance headquarters in Peshawar 
and their fighters in the field. 
Recently, however, the resistance 
commander of Herat, Ismail Khan, ap- 
peared in the Iranian city of Mashhad 
and reported heavy fighting during 
the later half of 1984. Spokesmen for 
Ismail's Jamiat-e-Islami group say 
the province is suffering from lack 
of food and other essential supplies 
due to the Soviets' scorched-earth po- 


licy. 

aded with mujahideen attacks on 
the ground, the Soviets have stepped 
up the use of air power against civi- 
lians. About 150 civilians were report- 
ed killed in Herat during the eighth 
Soviet offensive to take resistance- 
controlled parts of the city. 

The offensive began in November 
and continued for several weeks, but 
Ismail insists his forces still control 
part of the city, including the town 
hall. Since the beginning of January, 
more Soviet and Kabul troops have 
been flown to Herat in preparation of a 
new offensive. Uncomfirmed reports 
put the number of new troops in the 
province at 7,000, while the Soviets al- 
ready have a large force in the area at 
three bases. 


j smail denies any military or financial 
assistance from Iran for his group 
but Iranian support is crucial for fight- 
ers in bordering provinces. Iran ac- 
tively backs small Shia resistance 
groups though two major mujahideen 
groups, Jamiat-e-Islami led by 
Burhanuddin Rabbani, and Hezb-e-Is- 
lami led by Gulbeddin Hekmatyar, are 
also allowed to maintain offices in the 
country. 

Last year, travellers reported 
Jamiat-e-Islami complaints that its 
guerillas faced obstructions from 
Iran's Revolutionary Guards in cross- 
ing the border to mount raids into Af- 
ghanistan. Even if Iranian policy has 
shifted only to the extent of removing 
these hurdles, it is a major boost for the 
guerillas. The mujahideen retain the 
ability to strike at well-guarded Soviet 
targets in Herat despite difficult cir- 
cumstances. An Afghan  guerilla 
deserter, commanding a pro-Soviet 
militia, was killed along with two 
Soviet advisers while visiting a gov- 
ernment hospital in Herat on New 
Year's Day. 

Sher Agha Chunger's "execution" 
was projected by mujahideen as repre- 
sentative of their hit-and-run capabil- 
ity. As one resistance source put it: "If 
the communists want to cut off 
supplies and frighten us through air 
attacks, why shouldn't we harass them 
by killing traitors?” Oo 
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SOUTH KOREA 


An opposition candidate in Seoul: new surge c 







Campaign of collision 


The radical opposition comes out fighting — and looks likely 
to spring a surprise at the national assembly polls 


By Shim Jae Hoon in Pusan 
andidates calling: the regime of 
President Chun Doo Hwan a “mili- 

tary dictatorship” and vowing to re- 

store civilian supremacy in govern- 
ment seem to be steadily gaining 
ground in South Korea's major cities of 

Seoul, Pusan, Kwangju and Taegu in 

the current campaign for the 12 Feb- 

ruary election of a new national assem- 
bly. 

Mostly members of the New Korea 
Democratic Party (NKDP), these sup- 
porters of opposition leaders Kim Dae 
Jung and Kim Young Sam would ap- 
pear to be making.a big impression in 
the key urban  constituencies, 
foreshadowing a substantial loss of 
support for the ruling Democratic Jus- 
tice Party (DJP) and moderate opposi- 
tion Democratic Korea Party (DKP). 

Although the NKDP was launched 
in a hurry — just a few weeks before 
the official start of the campaign in 
late January — its unfettered attacks 
on the government have quickly pro- 
duced a new surge of popularity in 
many of the 92 districts being con- 
tested by 10 groups including indepen- 
dents and the numerically insignifi- 
cant socialists. Unless the present sharp 
criticisms of Chun's leadership are 
stopped, the NKDP appears likely to 
sweep the major industrial areas of 
Seoul, South Kyongsang near Pusan 
and South Cholla province. 

The issues so far placed before the 
electorate by the radical opposition 
spell trouble, whatever the election 
outcome, for the single-chamber parlia- 
ment expected to start functioning in 
mid-April. The focus has been on cor- 
ruption and financial scandals involv- 
ing high-ranking political figures, de- 
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mands for a revival of direct, popular 
elections for a new president, a new in- 
vestigation of the 1980 Kwangju upris- 
ing which left nearly 200 dead and 
doubts about whether Chun will step 
down, as he has promised, in 1988, 6n 
completion of his term. 

"In this election, voters must decide 
whether they want a government 
which is beyond their power to control, 
or a democracy that checks its excess- 
es,” said Park Chan Jong, an NKDP 
candidate in Pusan. Park, who was 
taken off a political blacklist a few 
years ago, is campaigning against 
three rivals including Yun Sok Sun, a 
powerful deputy secretary-general of 
the DJP. | 

Like most other government candi- 
dates, Yun is trying to win support by 
offering many new projects and con- 
cessions in his district; such as removal 
of government-imposed restrictions on 
high buildings. “The choice before our 
voters is whether’ Pusan) should stay 
behind other cities or run ahead with 
new development,” he declared. 


T? heated campaign in Pusan neat- 
ly encapsulates the moód in other 
cities. Despite restrictive electóral 
laws — a candidate's speeches must 
not exceed 30 minutes and he can only 
make three or four during the 20-day 
campaign — response among the 23 
million qualified voters has been im- 
pressive. More than 20,000 people fill- 
ed a school stadium in Kwangju, 7,000 
turned up at a meeting in Taegu and 
15,000 went to one in a central district 
of Seoul. Opposition candidates hope 
for warmer weather on polling day, en- 
couraging a large turnout which they 
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Kim Young Sam; Kim Dae Jung: deletions. 


claim will work against the govern- 
ment, 

The sort of outright criticisms made 
by the opposition. at. their noisily 
applauded rallies could have landed 
anyone with a stiff jail term in normal 
times, but the government has been 
largely powerless to deal with them for 
fear that repressive action would only 
help the opposition’s cause. In such a 
heated campaign, the tame DKP can- 
didates have appeared even more em- 
barrassed than their rivals from the 
government. 

They have been accused of “col- 
laborating with a repressive regime” 
and have been booed at many meet- 
ings. Observers predict they could lose 
heavily in the urban districts. The tem- 
perature of the campaign can be 
gauged by the fact that many student 
activists, who have been prominent 
throughout, have been arrested and 
given short jail sentences on charges of 
disturbing the peace. 

There are other pressures. In Taegu, 
Yu Song Hwan, an NKDP candidate, 
said he could find no printer willing to 
defy police pressure and print posters 
for him. Yu also said he was ordered by 
election-management officials to de- 
lete phrases attacking Chun as a "mili- 
tary dictator" and the names of Kim 
Dae Jung and Kim Young Sam from his 
leaflets. In retaliation, he and his sup- 
porters staged a 30-hour sit-in at the 
local election-management office. In 
Pusan, with its high proportion of in- 
dustrial workers, some opposition 
campaign workers have been arrested 
while circulating leaflets, 

By contrast, government candidates 
enjoy almost limitless access to cam- 
paign funds and media exposure. In 
blatant defiance of its public owner- 
ship, the Korean Broadcasting System 
offers heavy coverage to DJP candi- 
dates while either ignoring or distort- 
ing the views of their opponents. The 
legal ceiling of Won 70 million 
(US$84,286) for campaign funds has 
effectively been broken by almost all 
the parties. 

But as in most previous campaigns, 
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There’s more to cargo bundling then just pulling strings. 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our five 
gantry cranes. They're the last word in container 
handling hardware and part of the reason why, at 
Port Rashid, we consistently achieve such rapid 
turnaround times. Of course, without the necessary 
support equipment and the requisite expertise, 
we'd still be at container one. But with our straddle 
carriers, ro-ro tractors, terminal tractors and a 
full complement of forklifts - plus some of the most 
experienced and skilful operators in the business - 
discharge rates of 78 containers per hour utilising 
two cranes are quite within our compass. 


Cargo computerisation 


Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are supplied 
with regular printouts showing the status of their 
containers in the port. 

Naturally, our capability isn't confined only to 
containers. General cargo receives the same 
efficient attention and our warehousing is extensive 
in both capacity and mode of storage including 
duty-free. 


Ports and people 


Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid’s position as the busiest port in the Gulf is 
a highly experienced management team controlling 
a skilled workforce. Sophisticated management 
techniques ensure that the port operates at peak 
efficiency and a pre-booking system guarantees 
that all necessary ground equipment is available 
when the ship arrives. Quick turnarounds mean 
that consignees get their goods fast and shipowners 
don't suffer the economic consequences of having 
their vessels delayed. 


Why you should ship Port Rashid 

Dubai is located on the Northwest coast of the 
United Arab Emirates. A major port of call for 
over six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai's doorstep, her gateway to the 
world and a port served by around fifty shipping 
lines bringing in goods from all over the world 
There are modern road networks connecting with 
the major commercial centres of the Middle East 
and reliable relay services to other ports on tht 
Arabian Gulf and neighbouring countries 

Port Rashid offers facilities that generally exceed 
international standards for the loading and 
discharge of vessels and a full range of services is 
available including quayside fresh water 
bunkering, ship repair and chandlering, container 
repair, 24-hour pilotage and crew changing 
facilities. 
For more information, contact Port Rashid Authority, 
P.O. Box 2149, Dubai, United Arab Emirates 
Telephone 451545, Telex 47530 PRA EM 
or our US Agent: Mr. Donald Vogler, 
Keppel Marine Agencies Inc., Suite 1561. 26 Broadway, 
New York , NY 10004, 
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to Won 5 billion, more than seven times 
the legal limit. Evidence of unfair cam- 
paigning abounds throughout the 
country, including extensive use of 
government officials to influence vot- 
ers. 

Nonetheless, as polling day ap- 
proaches, the ruling DJP appears con- 
cerned by the prospect of winning a 
smaller percentage of the vote than the 
35% it collected in the last election in 


1981. Kwon Ik Hyon, the party chair- 


man, has vowed to garner at least 38%, 


- to register a positive vote of confidence 
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. one large urban constituency has run. 
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notatus less would De re 
pens, the government could face some 
tough challenges in the new assembly. 








tanding in Seoul's most prestigious 
precinet of Chongno-Chunggu, Lee 
Min U, the aging chairman of the 
NKDP, proclaimed that he was confi- 
dent of the party winning more than 20 


nationwide for the 276-member as- 
sembly. (The rest are filled by non- 
elected candidates nominated by each 
party. But the electoral law automati- 
cally provides 61 of 92 seats allotted 
under this slate to the party that polls 


in Chun's leadership. The danger in | the highest number of votes, thus in- 
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‘is right, the hardline NKDP 
could become a major political force 
inside the new assembly, eclipsing the 
DKP moderates who wish to avoid a 
frontal confrontation with Chun, pre- 
ferring a gradual restoration of demo- 
cratic institutions. The emergence of a 
radical NKDP would make it impossi- 





| ble for Chun to sway the new parlia- 
of the 184 seats being contested | 


ment, especially with Kim Dae Jung 
threatening to return home. 

One of Lee's first goals isto set up in- 
side the assembly à special panel to 
review the constitution, in order to 
provide for direct presidential elec- 
tions and grant more power to the 
legislature. o 
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Kraton Susuhunan: an act of madmen. 





Blasts to the past 


_ A series of explosions at historic monuments and religious 


: . By Manggi Habir in Jakarta 


O nly a week after explosions dam- 
aged the ancient Buddhist temple 
at Borobudur in Central Java, a fire 
ravaged Kraton Susuhunan in Solo — 
another national monument in the 
same province. For nearly five hours 


* on 31 January, a major fire raged, 


levelling several buildings inside the 
palace complex, belonging to Sultan 
Pakubuwono XII of Solo. 

Kraton Susuhunan is one of the two 
kratons in Solo. The other is the small- 
er and more recently built kraton of 
Mangkunegara. Kraton Susuhunan, 
erected by Prince Pakubuwono II in 
1745, was once the centre of the power- 
ful Javanese kingdom of Mataram, 
which later split into two sultanates — 
one based in Solo and the other in 
Yogjakarta. Reports indicate that 
there were no casualties and most of 


Sites has Jakarta puzzled — and the people jittery 


the palace treasures were unharmed. 

But the extensive damage to the sec- 
ond historical site in Central Java, 
which is especially revered by the more 
traditional among the Javanese as a 
symbol of their indigenous, pre-Is- 
lamic culture, is causing considerable 


| speculation. Armed forces chief Gen. 


Benny Murdani, referring to prelimi- 
nary findings, said that the most likely 
cause of the fire was a short circuit in 
the kraton's electrical wiring. 

After a lull, Indonesia once again has 
been experiencing a series of explo- 
sions and unexplained fires. On 
Christmas Eve, bombs went off in a 
Roman Catholic church and a Christ- 
ian seminary in Malang, East Java. On 
20 January, explosives were thrown 
into a police patrol vehicle, killing one 
policeman and injuring two others in 


the Tanah Abang area in the heart of 
Jakarta. Military spokesmen quickly 
ruled out any political motives behind 
this crime. Separately, Murdani de- 
scribed the incident as resulting from 
an “inter-unit rift” and claimed that 
the issue had been settled, without 
further elaboration. 

It was one day later that time bombs 
exploded one after the other at the 
ninth-century Buddhist landmark, the 
Borobudur temple, destroying nine 
bell-shaped stupas and two Buddha 
statues on the upper deck (REVIEW, 31 
Jan.) President Suharto has been 
quoted as saying that the perpetrators 
of this act “lacked national pride.” 
Murdani preferred to call them “mad- 
men.” Officials claimed that the bomb- 
ings were not religiously motivated, 
adding that Borobudur temple was 
now a national monument, not a place 
of worship. So far, two suspects have 
been detained — but were later re- 
leased — and several more are being 


| questioned. Local reports said that the 


Borobudur bombings were carried out 
by three men, one of whom has “Mid- 
dle Eastern features.” 

A few days later, on 24 January in 
the Ngawi regency in East Java, an In- 
donesian air force underground am- 
munition dump containing discarded 
shells from the 1960s exploded, 
damaging 26 houses in the vicinity. 
Military spokesmen said that no 
deaths resulted. The explosions came 
from several ammunition wells 15-m 
deep, which were built in 1979 to bury 
old, unused ammunition. Officials said 
that the blasts were accidental and 
probably caused by a chemical process 
touched off by the decaying ammuni- 
tion. 

So far, no group has claimed respon- 
sibility for any of the incidents. 
Nevertheless, people are jittery. In 
faraway Aceh, on the northern tip of 
Sumatra, an explosion in a hotel in 
Lhokseumawe recently received front- 
page coverage in the national press. 
But as it turned out, it was only caused 
by a fire extinguisher canister that 
burst apart because of the heat. 
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MORE LOCATIONS. 
FEWER 


DISLOCATIONS. 


"Thats the difference with 
-Standard Chartered” 















Success in international business has a lot to do with problems—and can supply solutions 
having the right connections Delayed payments become an occasional rarit 
And very few banks indeed can offer you as many as than a constant headache 
Standard Chartered. International cash management that enables you to us 


As one of Britains largest poor and specialists in inter- funds more efficiently becomes a reality, rather that 
national business, we have over 2000 branchesin more than objective 


60 countries. All linked by common systems and the latest in And whether you need a more competitive forei 
telecommunications technology. And all staffed by peopleto exchange dealing service, better-tailored trade financ: 
whom international trade is a way of life more productive advice and introductions aroun 

The result is that when you deal with Standard world, vou ll find the service you want under one roo! 
Chartered, you deal with people who understand your Qurs 


Standard % Chartered 


Direct banking,worldwide 


Standard Chartered Bank Head Otice 10 Clements Lane, L indor | C4N (AB 
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WARM HOSPITALITY 

OF MALAYSIA CAN BE 

? FOUND IN TWO 
PLACES 

al IN KUALA LUMPUR. 


S ae Lig Kuala Lumpur Hilton, Malaysia's 

WES Fey premier hotel, sits on a hillock overlooking the 

ee M m capital's business and shopping districts. 

5 Petaling Jaya Hilton commands a central 

position in the industrial satellite town on the 

outskirts of Kuala Lumpur, all but 15 minutes 

away from Subang International Airport. 

Both with the same inimitable standard of 
E service and facilities that only Hilton 
ER a M International can offer. Both synonymous with 

roms -— EA : QUE S | m. the hospitality of exotic Malaysia. 

The choice is yours. 
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Kuala Lumpur 
Petaling Jaya 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service 
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è PRESS clubs round the world are 
remarkable for their bickering, in- 
fighting, splitism | and general 
bloody-mindedness (though this does 
not inhibit journalists from telling 
other organisations, large firms and 
even countries how they should or- 
ganise their affairs). But press clubs 
are institutions of mutual tolerance 
compared with the average univer- 
sity senior common-room, senate or 
convocation. The heat and spite gen- 
erated by academic controversies and 
vendettas is usually in inverse pro- 
portion to the importance of the issue 
in dispute. 

Oxford University proved no ex- 

ception to the rule with the recent 
overwhelming vote to break with the 
tradition that Oxford-educated 
prime ministers are awarded an hon- 
orary degree by refusing to give such 
an award to British Prime Minister 
Margaret Thatcher. I am surprised in 
fact that they failed to reflect the po- 
litical leanings of the teaching pro- 
fession's unions by offering the hon- 
our instead to the striking miners’ 
leader, Marxist Arthur Scargill. 
e WITH the forthcoming elections 
for Hongkong's powerless district 
boards, in which a disappointingly 
small number of candidates will be 
elected to non-responsible positions 
by an unsurprisingly small propor- 
tion of the electorate which bothered 
to register as voters, the territory 
takes one small step in the 1,000-li 
pre-1997 journey towards what Pe- 
king would call gangren zhigang — a 
Hongkong ruled by Hongkong peo- 
ple. 

A great deal of claptrap is being 
talked and written about this pro- 
cess, complicated by a tendency to re- 
gard the word “democracy” as being 
indistinguishable from “representa- 
tional government. ”. The tendency is 
strongest among Western-educated, 
young, middle-class Chinese intellec- 
tuals. 

The shortcomings of democracy as 
it has evolved in Europe and the 
United States are becoming increas- 
ingly evident — the wooing of votes 
by promises politicians know they 
can never keep; the wearisome 
mouthing of the cliches of irrelevant 
ideologies; the Hobson's choice pre- 
sented to an electorate by a two-party 
system and the zigs and zags in na- 
tional policy (as with nationalisation, 
denationalisation, renationalisation 
followed by privatisation); the 
emergence of unworkable coalitions 
which results from proportional rep- 
resentation; the enormous amounts 
of money expended in campaigns 
which owe more and more to show 
business as politicians play to the au- 
- diences provided by the media; the 
distortions to the system wrought by 

special-interest groups, and the re- 
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sulting refusal of the best brains and 
personalities to enter politics. 

One would have thought that, sur- 
rounded by the various examples 
East Asia supplies of new forms of 
representational government emerg- 
ing, and with the prospect of 1997 
looming, those most actively in- 
volved in the debate on the way 
Hongkong people will run Hongkong 
would lay the greatest stress on find- 
ing a system which would first create 
and then implement a consensus. 

One would also have thought that 

the low standard of the speeches de- 
livered during the ill-attended de- 
bates on Hongkong conducted in Bri- 
tain's House of Commons and the 
amount of hypocrisy and cant they 
contained would have put the young 
people of Hongkong off the idea of 
parliamentary democracy for good. 
The vision of Enoch Powell invoking 
constitutional principles (that acts 
should be amended by parliament, 
not by orders in council) to achieve a 
racist aim (to prevent Britain keeping 
its promise not to render people 
stateless and so to prevent any relax- 
ation in the immigration laws) was 
particularly loathsome. 
è THE plain fact is that China is 
racist: Chinese citizens must be of 
Chinese parentage. Another plain 
fact is that the British negotiators 
with Peking had hardly a leg to stand 
on over the nationality issue because 
Britain had already removed the 
right of holders of Hongkong British 
passports to residence in Britain. The 
result is apparently to be a pathetic 
document stamped with the words 
“British National (Overseas)” which 
entitles its holder to no rights of 
citizenship or residence and which, 
after 1997, cannot be passed on to 
one’s children. 

It is a shameful and dishonourable 

abnegation of Britain’s respon- 
sibilities and — to quote Thatcher — 
of Britain's “moral duty." London 
should state unequivocally in the act 
of parliament now under discussion 
that all Hongkong belongers and 
their offspring rendered stateless by 
being refused citizenship of. the 
Hongkong Special ‘Administrative 
Region will have the right to be Bri- 
tish and to reside in Britain. 
e SMALL wonder then that N. R. 
Newitt should have found the follow- 
ing advertisement in a British local 
newspaper, the Farnham Herald: 


OVERSEAS ENQUIRY 


AN EX-PATRIOT RETURNING 
FROM HONG KONG HAS 
RETAINED US TO FIND A 
QUALITY COUNTRY HOUSE ON 
THE SURREY / HAMPSHIRE 
BORDER 


— D — RÀ — i el 
London's actions are bound to 
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create an increasing number of ex- 
patriots! 

On the other hand, it must be ad- 
mitted that one hairdresser in Hong- 
kong apparently remains true blue — 
or perhaps reveals at last the secret 
behind the Iron Lady’s coiffure: 





And a Hongkong restaurant, also 
photographed by Nick Steadman, re- 
mains staunch: 





e PERHAPS the ultimate solution to 
Hongkong's future has been found by 
Governor Sir Edward Youde, judging 
by a recent headline in a local news- 


paper: 





Youde sells Hongkong 
to British financiers 


Any doubt about Hongkong' s fu- 
ture could surely be swept away by 
one of its thousands of fortune tellers 
who, as Barry Wigham who photo- 
graphed the sign in Hongkong's 
Causeway Bay points out, offers di- 
vine prophecy: 


Tim GOD 


FORTUNE TELUNG 1 


Ut FA Sw c 

(ATO MS o8 A; wt 
e PERSONALLY, I have no doubt 
| that Hongkong will survive and 
| prosper, judging only by the business 
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| acumen displayed in the window of a 


clothing store: 





€ MEANWHILE, the 
prove up in Peking, where a notice in 
the new Xiyuan Hotel promotes a 
Bass sii Mein Hour: 


auguries im- 
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- INDONESIA 


| No enemy in sight 


. Jakarta sees China rather than Vietnam as a 
EN . long-term threat, but not until the next century 


By Harold Crouch in Jakarta 


he commander of Indonesia's armed 

forces, Gen. Benny  Murdani, 
‘caused a stir in Asean circles in Feb- 
Tuary 1984 when, during a visit to 
Hanoi, he stated his opinion that Viet- 
nam represented no military threat to 
Asean. After surveying the condition 


and armaments of Vietnam's military 
- forces, Murdani was reported as saying 

- that they were in no position to launch 

— an "expedition" against Asean. 

— — Murdani's comments were not a new 

- departure in Indonesian policy, but 


simply a blunt restatement of basic In- 
donesian sentiments — though they 


— are usually not expressed so clearly by 


the Foreign Affairs Ministry because 
of its greater sensitivity to Asean, and 
particularly. Thai, feelings. Of. the 
Asean states, Indonesia has always 
been the strongest proponent of the 
view that any long-term threat comes 
_ from China rather than Vietnam. 

.But the Chinese threat, for at least 
the next decade or two, is seen in terms 


_ of Chinese support for domestic dissi- 


dence. In 1982, President Suharto 
clearly stated that China was not “a 
physical military threat" but a threat 
through "subversion and infiltration." 
In the long run, there is concern that 
economic development in China might 
turn the country into a major military 
power capable of launching an "ex- 
pedition,” but for the time being such a 
possibility is not a cause for concern. 
.In October 1984 Murdani summed 
up Indonesia's perception of its exter- 
nal environment when he told report- 
ers that Indonesia did not expect to 
face an external threat before the vear 
2000. The implication of his statement 
was that there was no urgency to ac- 
quire new conventional armaments 
capable of facing an invasion from out- 
side, but that the main emphasis 
should be given to the military's inter- 
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ore capacity is stil limited. 





nal-security function. It seemed that 
top priority would be given to the army 
and police rather than to the navy and 
air force. 

As recently as the turn of the decade, 
however, a substantial increase in In- 
donesia's conventional strength took 
place. Institute of Strategic Studies 
statistics showed a sharp rise in de- 
fence expenditure from US$1.47 bil- 
lion in 1979-80 to US$2.39 billion in 
1981. The air force's Avon Sabres were 
replaced with American F5E and F5F 
fighters, and Skyhawk A4 and TA4 
fighter-bombers were acquired. The 


navy purchased two Type 209 sub- 
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mo Ju tc ch-built ata S 
eones armed with Erosi nisle. 
The sudden increase in hardware 
purchases could be seen in part as a re- 
sponse to a changing strategic environ- 
ment. Before the Indochinese com- 
munist victories in 1975, there was no 
possibility of Indonesian territory 
being threatened with invasion. But 
the American departure from Vietnam 
and the closure of its bases in Thailand 
left Vietnam with the most powerful 
military force in Southeast Asia, a fact 
that was underlined by its occupation 
of Cambodia in 1979. 

While Indonesia did not fear a direct 
Vietnamese attack on Indonesia, the 
new situation caused concern in some 
Indonesian military circles, not only 
because of the possibility that fighting 
in Cambodia might spill over into 
Thailand but, more seriously from the 
Indonesian point of view, the potential 
for conflict in the South China Sea 
around the Natuna Islands. 


W hile Indonesia's possession of the 
islands themselves is not in dis- 
pute, Vietnam and Indonesia have con- 
flicting claims to part of the sea, which 
is thought to be an oil-bearing area. The 
possibility of a South China Sea con» 
fliet with Vietnam was an important 
stimulus to the military-hardware 
purchasing programme, and in 1980- 
81 two huge military exercises involv- 
ing more than 30,000 troops were held 
in which conventional forces were 
mobilised to meet an “invader from the 
north" which seemed to resemble Viet= 
nam. 

But perhaps the most crucial factor 
in the expansion of the military budget 
was simply the availability of funds. 


The people's army 


Indonesian forces are territorially based, integrated with the 
population and trained for guerilla warfare against an invader 


he basic Indonesian defence doc- 
trine has always been that of “ter- 
ritorial warfare," a concept that had 
its origins in the revolution against 
Dutch rule in the late 1940s. During 
the revolution, the Indonesian forces 
were poorly trained, inexperienced 
and inadequately armed, while the 
Dutch were equipped with modern 
weapons, supported by aircraft and led 
by experienced, professional officers. 
The Indonesian forces therefore re- 
sorted to guerilla warfare in which 
success depended heavily on local 
popular support. From this experience 
came the idea that the armed forces 
should be "integrated" with the peo- 
ple, and to this end the army developed 
its territorial organisation. 
When the Dutch finally withdrew in 
1949, it was believed that in the future 


Indonesia could not possibly defend its 
territory by conventional means 
against aggression by a big power. Any 
aggressor would be better armed and 
better equipped than the Indonesians, 
who would have the further problem of 
defending an archipelago consisting of 
thousands of widely dispersed islands. 

In response to this perception of the 
potential external threat, the Indone- 
sian military adopted a defence stra- 
tegy based on its revolutionary experi- 
ence. An invader would be allowed to 
land while the armed forces retreated 
to the hinterland to mobilise the peo- 
ple. As in the revolution, the Indone- 
sian forces would carry out guerilla 
warfare against the enemy on the as- 
sumption that it would eventually find 
the occupation too m and FEN 
withdraw. d: 
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revolution stags us oil prices, and 
Indonesia's export earnings rose to a 
point where more foreign exchange 
was available than the economy could 
absorb. Although the economic tech- 
nocrats in the government proposed 
that the surplus be invested abroad, 
the military leaders regarded the oil- 
price increases as a golden opportunity 
to acquire the armaments that they felt 
they needed. 

During the past few years, however, 
both the strategic stimulus and the 
economic opportunity to acquire ex- 
pensive modern armaments have been 
reduced. The initial fears of conflict 
over Natuna have receded and negoti- 
ations have been in progress with Viet- 
nam for several years, though no 
breakthrough has been reached. And 
the fall in oil prices plus the expecta- 
tion that they will not rise again during 
the rest of this decade mean that funds 
for the purchase of military equipment 
will remain limited. 

- In the absence of a clear external 
threat and the restricted availability of 
funds to purchase new hardware, the 
Indonesian armed forces are unlikely 
to experience another sharp growth in 
conventional capacity as they did in 
1979-82. The main emphasis now 
seems to be on organisational 
rationalisation and keeping up to date 
with advances in military techno- 
logy. 

The air force, which already has 16 
F5 fighters and 31 A4 fighter-bombers, 
hopes to acquire F16s from the US, but 
so far the Americans have been reluc- 
tant to supply this very expensive 
fighter. The Americans argue that In- 


The doctrine required that the 
armed forces, especially the army, be 
organised along territorial rather than 
functional lines. Although special 
mobile units with particular functions 
were created, most of the army con- 
sisted of territorial forces, and the 
whole nation was divided into territo- 
rial military commands more or less 
parallel to the civilian administra- 
tion. 


n terms of defence doctrine, a major 

function of the territorial commands 
was to maintain continuous contact 
with the local population so that they 
could be mobilised quickly if the need 
arose. This territorial structure has 
also been convenient from the point of 
view of political domination, espe- 
cially in times when the prospect of ex- 
ternal invasion has’ been very remote. 
The territorial organisation of the 
army has been important for the gov- 
ernment, not only indealing with local 
revolts and riots nang also in routine po- 
litical control. : 

Although the téevitoshid-waxfare 
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The air force: paname aque pi e rea 


donesia would be better off buying 
new F5s or similar aircraft for a quar- 
ter of the price of the F16, while others 
say that funds could be best used for 
economic development. 


ne Indonesian general explained, 

however, that Indonesia wants to 
acquire the F16 not because it feels 
threatened, but because it wants its 
pilots and technicians to keep abreast 
of developments in modern technol- 
ogy. He pointed out that Indonesia 
does not want to repeat its experience 
of the early 1960s when the Soviets 
provided MiG21 aircraft which re- 
quired about 2,000 Soviet technicians 
for their upkeep. It is argued that it 


would be useful for Indonesia to ac- | 


quire a small number of F16s now so 
that the Indonesian air force can 
familiarise itself with advanced tech- 
nology and thus be in a position to 


move on to even more advanced air- | 


craft ifthe need arises in the distant fu- 
ture. | 
The navy’s capacity is still limited. 


doctrine. was never abandoned, it 
proved inadequate to guide the armed 
forces in the early 1960s when the late 
president Sukarno turned the dip- | 
lomatic struggle for West Irian nbi 
Irian Jaya) into a military campaign 
and later when he launched the policy 
of Confrontation against Malaysia. 
And unlike the doctrine which em- 
phasises the role of the army and 
police, the West Irian and Confronta- 
tion campaigns required a build-up of 
the hitherto neglected navy and air 
force. 

When the United States proved un- 
willing to provide the military 
hardware which Indonesia wanted, the 
Soviet Union stepped into the breach 
with modern ships and aircraft for the 
air force and navy, which both ex- 
panded rapidly. « 

The expansion of the navy and air 
force stopped suddenly in the wake of 
the 1965 communist coup áttempt and 
the takeover of power by Suharto and 
the army. The Confrontation'campaign 
was abandoned, and the ensuing cool 
relationship with the Soviet Union 


Of its three submarines, the two West 
German-built Type 209 vessels are in - 
good condition, but the remaining. 


Soviet-built vessel is only used for 
training. Two Soviet-supplied frigates 
are still active, together with four 
World War II-vintage Jones class fri- 


gates from the US. The most modern 


ships are the three Fatahilah-class cor- 
vettes (sometimes classified as fri- 
gates) and fast patrol craft armed with 
Exocet missiles. 

The acquisition of three re-fitted but 
aging Tribal-class destroyer escorts 
(also sometimes classified as frigates) 
from Britain this year will not contri- 
bute greatly to the modernisation of 
the fleet as these ships had already 
been withdrawn from service in the 
British Royal Navy. 

Meanwhile, the navy is to be re- 
organised, with the fleet being divided 


, into two. The Eastern Fleet will have 


its headquarters at the established 
naval base at Surabaya in East Java, 
while the Western Fleet will eventually 
be headquartered at a new base to be 
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meant that it was hard to get spare 
parts, let alone new military hardware, 
from Moscow. 

At the same time the Suharto gov- 
ernment, supported by the US, made 
economic rehabilitation and develop- 
ment its top priority. The result was 
that most of the Soviet-supplied 
equipment became unusable due to 
lack of spare parts. In 1970, the air 
force chief of staff admitted that only 
15-20% of the force's aircraft could ac- 
tually fly, while a navy spokesman re- 
vealed that only 40% of the navy's ves- 
sels were in use. 

It was only after former US presi- 
dent Richard Nixon's Guam Doctrine 
of 1969 that the US again began to sup- 
ply military hardware to Indonesia, 
but even then the conventional 
strength of the armed forces during the 
1970s remained very limited. By the 
late 1970s Indonesia's air-defence 
force consisted of only 16 out-of-date, 
Australian-made Avon Sabre fighters, 
while the navy had three Soviet-made 
submarines and seven aging frigates. 

— HAROLD CROUCH 
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adt aes army' s size to 100 battal- 
ns. Whether this target has actually 
.attained is not clear but Mur- 
S emphasis seems to be on ensur- 


about two divisions or 20 battalions. 


^an interview with the weekly 
empo in 1983, Murdani said that it 
not necessary to waste bullets by 
ing full target practice to the entire 
; it would be enough if about 20 
alions. were kept in combat-ready 
ion. In fact, most of the army's 
lions are involved in territorial 
ik and concerned primarily with 
otecting the regime from domestic 
ence. 
ie army's resources for internal 
irity have been under strain due to 
9 tir uing resist nce e Fretilin 








































ecenty provided an esti- 
| 0- *780. Fo eign. observers 
e sugge at. as many as 20 
y battalions with about 15, 000 men 
‘been sent to East Timor, though 
"dani said in December 1984 that 
re were only 14 battalions with about 
000 men (assuming only 500-550 men 
battalion instead of about 750). . 
aking into account the need for reg- 
troop rotation, it would appear 
t virtually all combat-ready forces 
‘tied up by the East Timor resist- 
e, which means that there are few 
t-rate troops left over for any other 
'pose. 

he very size of indonesia’ s armed 
ces, totalling about 280,000 exclud- 
g the police, has sometimes caused 
nervousness: among the country’s 
“neighbours. Voices of concern have 
been raised in Australia — and, espe- 
‘cially, in Papua New Guinea — and are 
etimes even heard in non-govern- 
nt circles in Singapore and Malay- 
 Butthe Indonesian capacity for ex- 
ansionism, even if the will existed, is 








One retired general sud, oniy hali: 
jokingly, that the armed forces have 
enough trouble controlling Indonesia's 
“own territory without trying to control 


pointed out that it will be 
before Indonesia's ¢conomy could s 
port a sustained external campa n. 


the next decade, the : 


hat there is a combat-ready force 


_anvone else's, and a civilian official | 


The most- pb icised result of th 
three-day meeting was a failure by the | 
leadership to persuade the leftwing 
rank and file to abandon a clause in the 


moment the party comes to power. 
However, a “moderate”. 


year. 

More important than the showdown 
over nuclear power (though taking up 
less space in the headlines) may have 


the Marxist-oriented party platform 


aking a: 


may make a trial purchase of 


By James Clad in Kuala Lumpur . 


D initial Soviet süspicions 
about Malaysian motives, a joint 


air force and Foreign Ministry delega- 


tion visiting Moscow last November to 
evaluate a. possible. helicopter pur- 
chase (REVIEW, 6 Sept. '84) received a 
good reception. And despite doubts by 
one or two of Malaysia's neighbours 
that Prime Minister Datuk Seri 
Mahathir Mohamad is really serious 
about "buying Russian," the mission's 
report is likely, among other things, to 
urge a small trial purchase of the 
Soviet machines: .. 

If a deal does go ahead, it will be thé 
first time since the days of Indonesia's 
late president Sukarno that any coun- 
try now in Asean has bought Soviet 
arms. > | 
Led by air force chief Maj.-Gen. 
Datuk Mohamad- Ngah, the evaluation 


| mission went to a Soviet air centre near 


Moscow. There they saw an assortment 


of fixed-wing aircraft. as well as 


party action programmë which would 
commit the JSP to closing down all 
Japan's nuclear-power stations the 


position ón. 
nuclear power, which would only com- 
mit the JSP not to approve the build- 
ing of new power stations did some- 
how manage to get into another docu- 
ment — a JU year plan beginning this. 


been the convention's assent to a pro- 
posal fróm the JSP leadership to scrap 
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write a new one. The old JSP plat- 
known as the " Road to Socialism 
ipan, was written in 1966 at a time 
n the party was still feeling the ef- . 

s of the 1960 split between its Left. 
"Right — a split which led to the ` 


ofi srmation of the Democratic Socialist 


Party (DSP). 

An attempt to write a new pisttorm 
which would have given the JSP a less 
Marxist colouring was made in 1982., 


But the 1982 document, The: Concep-- 


tion of Socialism Which We: Have: in 


Mind, never officially displaced the 
19866 document. 
convention may have achieved was an 


What last month's 


end to the schizophrenia over which 


document represents JSP thinking and. 


prepare the way for a unified party 
stance. The new platform will be 
"democratic-socialist" in tone; JSP 
watchers say, though there may be: 





plenty of infighting between now and 


December, when the JSP will hold 


another convention to approve a new 
party platform, over what it has to say 













In an unprecedented move ford an Assan leader, Mahathir 
soviet helicopters | 


pr Baur. models: of the MiG s series - 
were not displayed. The visitors show- 
ed special interest in the MI8, MH 
and MI26 type helicopters, as well asin 
several troop-transport modéls;: c 
Various sources —— including: non- 
Asean diplomatic contacts — said the 
mission’s report to Mahathir, now in 
preparation, will probably contain a 
recommendation to purchase “about 
two" helicopters on a trial basis: Al- 
though Mahathir was impressed by the 
VIP version of the MI8 in which he flew 
while visiting Pakistan last year, it is 
understood that mostattention centres 
on the MI28: though it is not yet in full 
production, the MI26's. capability: to 
perform -long dista: e, cave Dad 

















The new JSP docu- 
ment could do more 
than tidy up the JSP’s 
own ideas about 
where it is trying to 
go. Almost certainly 
it will also become a 
bargaining counter in 
negotiations between 
the JSP and the two 
middle-of-the-road 
opposition parties — 
the Komeito (Clean 
Government) Party 
and the DSP — on 
the terms for a coali- 
tion which could dis- 
place the Liberal 
Democratic Party 


UA A, 





(LDP) from its 30-year run in office. | talks on a coalition yet between the 


In the past, the JSP has appeared to 
be more interested in internal ideologi- 
cal struggles than in joining ranks 
with possible coalition partners. This 
too, however, is now changing. At the 
start of the January convention, party 
chairman Masashi Ishibashi described 
coalition-forming as a “new and im- 
portant task” facing the party. 


ne reason for this change of heart 
may have been the all too obvious 
trend for politicians in the LDP to put 
out feelers towards the smaller and less 
ideologically committed opposition 
parties. There have been no formal 





ing to Peking's claims in the South 
China Sea — having the MI26 capabil- 
ity takes on added meaning for Malay- 
sia. 

Assuming Mahathir remains in- 
terested in a deal, what options will the 
mission's report give? Sources said the 
most vexed issue, apart from doubts 
about reliability of spare-parts supply, 
is the extent to which Malaysia feels 
confident enough to accept Soviet 
technicians on its soil; training in the 
Soviet Union, while politically easier, 
has significant drawbacks given tem- 
perature and terrain differences. As a 
buyer of an aircraft untried in the re- 
gion, Malaysia obviously would prefer 
on-site instruction. 

Mahathir has been at pains to reas- 
sure recent visitors — such as New 
Zealand Defence Minister Frank 
O'Flynn — that Malaysia's interest in 
Soviet helicopters flows largely from 
its large trade imbalance with the 
Soviet Union. January-August 1984 
figures, the most recent available, 
show Malaysia buying M$22.6 million 
(US$9 million) worth of Soviet goods, 
while exporting during the same 
period M$407.2 million worth. 

Meanwhile, there is little doubt that 
the US is watching the move closely: 
reliable sources said: that when 
Mahathir informed US Secretary of 
State George Shultz last July that the 
mission would. go to Moscow, Shultz 
specifically urged him to reconsider. 


FAR EASTERN ECONOMIC REVIEW e 14 FEBRUARY 1985 





LDP and either the DSP or Komeito, 
but leaders of both parties were appa- 
rently consulted last year by the “anti- 
mainstream” LDP faction leaders who 
attempted to unseat Prime Minister 
Yasuhiro Nakasone as LDP president 
in the party's leadership elections. 
Both small opposition parties are said 
to have promised to support the anti- 
Nakasone movement, though in the 
event their services were not called 
upon. 

Apart from the fact that movements 
by other political parties have been 
propelling it towards compromise and 
moderation, the JSP may well be drift- 


Ing, SIOWIV VU LH EVEL dic d goa va on 
natural erosion of its old ideological 
base. In the 1960s and early 1970s, the 
extreme Left Shakaishugi Kyokai, or 
the Japan Socialist Association, which 
forms the nucleus of the party's Marx- 
ist wing, had strong support within the 
parliamentary JSP as well as in the re- 
gions where the Marxists have always 
been more effective organisers than 
the moderate Right 

Today, as much as 75% of the JSP's 
grassroots membership is believed 
still to be Marxist-inclined, but the 
Shakaishugi Kvokai boasted only two 
members out of a JSP parliamentary 


| strength of 109 in the lower house at 


the last count. Even when left-leaning 
members of the parliamentary JSP 
who do not belong to Shakaishugi 
Kyokai are included, the far Left prob- 
ably does not account for more than 
1095 of the JSP's lower-house member- 


| ship. 


| time has come to change sides 


In the JSP, as in other places where 
Marxism has proved a hardy plant, à 
major factor seems to have been 
spect for aged leaders. This too, how- 
ever, is something which is subject to 
change. The venerable leader of the 
Shakaishugi Kyokai, Itsuro Sakisaka, 
who won his laurels in Japan's bitter 
post-war struggles, died at the end of 
January at the ripe old age of 87. With 
Sakisaka out of the way, a few more 
Marxist waiverers could well feel that 
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AN Arthur D. Little Management Education Institute, Inc. 


MASTER OF SCIENCE IN MANAGEMENT PROGRAM 
DESIGNED TO IMPROVE YOUR MANAGEMENT SKILLS 


August 26, 1985-July 31, 1986 





Unique 11-Month Program Trains Results-Oriented Managers: 
Concentrations Offered in International 
Business or Economic and Industrial Development 


We urge you to write for full information if you: 


w 


aspire to a senior level management position in public or private 


enterprise, government or an international institution 


w 


\ 


want to learn in a pragmatic, results-oriented environment 


want a graduate management education emphasizing 


international issues and problems 


want to learn from professors who have had practical experience 


in dealing with the problems addressed in the classroom 


countries 
d 
For full information write or telex: 


Admissions Coordinator 


want to learn in an international class with participants from 20-25 


need to be back to work with enhanced skills in one vear 


Arthur D. Little Management Education Institute 


35/129 Acorn Park 


Cambridge, Massachusetts, 02140 U.S.A. 


Telex No. 921436 


*A subsidiary of Arthur D. Little, Inc., one of the world's largest 
management and technology consulting firms 
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Real estate in the United States 
offers excellent security and tremen- 
dous profit potential. And many of 
the best investment opportunities in 
the United States are in Texas: a big 
state with an even bigger future. 

Hollowell-Pettit specializes in 
Texas real estate. We search out 
secure investments with high profit 
potential, and handle all the details 
of the transaction from purchase to 
administration and sale. 

For information on real estate 
investment opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75243 USA. 





HOLLOWELL PETTIT 
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The 1935 Zunyi Conference is commemorated as a symbol of 
the victory of strong party leadership over oppositionists 


By David Bonavia in Hongkong 
aving spent the past eight years 
battling the leftist ideology which 

the late Mao Zedong established as 


orthodoxy in China, the group of lead- | 


ers around elder statesman Deng Xiao- 
ping have moved to occupy more com- 
manding heights from which they can 
dictate the shape of the country's poli- 
tical theory. Deng's tactical and 
ideological battles have centred on 
three major events: his own rehabilita- 
tion in 1977 after his second period of 
political disgrace; his ousting of rem- 
nant leftists from the politburo in 
1978, and his proclamation last year of 
the current, liberalising economic po- 
licy. 

For the first time since the death of 
Mao in 1976, the political and military 
struggles of the mid-1930s — when the 
Red Army undertook its epic Long 
March are 





being pursued by then party general 
secretary Bo Gu, alias Qin Bangxian, 
and the German representative of the 
Comintern, Otto Braun, alias Li De. He 
also attacked the Soviet-trained group 
known as the “28 Bolsheviks.” Mao's 
general argument was that Bo and 
Braun had fought in too conventional a 
manner, instead of resorting to the 
puerilla tactics for which Mao was 
later to become famous. 

Oddly enough, the Bo-Braun line 
was criticised by Mao as “leftist,” 
whereas in his future career he came to 
be known as the most leftist of the Left. 
The Soviet-dominated group in the 
Chinese party would eventually be re- 
garded as Right-revisionist and se- 
verely attacked in the person of the 
pro-Soviet Wang Ming, who spent the 
latter part of his life in exile in the 

à "1 Soviet Union. 





being raked over 
to show the cor- 
rectness of the 
line of leading 
party veterans 
still in office 
today. Paradoxi- 
cally, Deng is not 
one of them, Al- 
though he held 
important politi- 
cal jobs in the 
mid-1930s, he is 
not known to have played any signifi- 
cant role at the 1935 Zunyi Conference 
— the event which has long been consi- 
dered central to the development of the 
line. This spares him from accusations 
of founding a personality cult. 

In January 1935, the badly battered 
Red Army halted at Zunyi, a town in 
northern Guizhou province, and held 
the conference to discuss the progress 
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Deng; Mao: tactical and ideological battles. 





of the Long March. The march had | 


begun three months earlier to take the 
communists out of the Jiangxi Soviet 
area, which then was almost sur- 
rounded by . Chiang  Kai-shek's 
Kuomintang troops. Since leaving 
Jiangxi, the communists had lost some 


50,000 of their original strength of | 


80,000, having burdened themselves 
with equipment from printing presses 
to pots and pans, which they had to 
carry over the steep mountains and 
fast-flowing rivers of the route. 

They had not yet even decided whe- 
ther they were heading for northwest- 
ern or southwestern China: the opposi- 
tion they encountered would decide 
that for them. 

Mao used the conference to voice 
severe criticisms of the military line 








Characteristi- 
cally enough, the 
late premier Zhou 
Enlai smoothed 
over the conflicts 
at Zunyi by offer- 
ing a self-criti- 
cism, temporarily 
standing down 
from his posts 
and proposing 
that the military 
leadership should 
go to Mao. This in effect rid the Chinese 
Communist Party (CCP) of serious So- 
viet influence until the 1950s: Braun 
and Wang were in eclipse. 


he 50th anniversary of Zunyi in 

January was celebrated enthusias- 
tically by the Peking leadership. A 
museum has been built in the south- 
western town to commemorate the 
conference, and such figures as the laf 
Liu Shaoqi and Peng Dehuai, who 
eventually fell victim to  Mao's 
megalomania, are prominently fea- 
tured in it. More interesting still is the 
fact that at least three prominent 
members of the current leadership 
took part in the conference. They are 
Defence Minister Zhang  Aiping, 
Foreign Minister Wu Xuegian and vet- 
eran economic planner and head of the 
disciplinary Advisory Commission, 
Chen Yun. Chen's report on the pro- 
ceedings at Zunyi has been pub- 
lished. 

The real relevance of the Zunyi 
celebrations is that one of the confer- 
ence's most important decisions was to 
subjugate the Red Army thoroughly to 
the party leadership as represented by 
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reliability for today, and room to grow for tomorrow 


The Technology: Lockheed Electronics pre- displays for flight progress monitoring and simphhed 


sents a new generation of Air Traffic Control systems. | human-machine interface make the Lockheed 

Systems built to handle an ever-increasing workload. proach the most modern in the world today, This fail- 

Systems whose advanced technology design achieves safe System is now being implemented for Tarwat 

new levels of dependability. ^s a specialist at implementing all ts ol 
Lockheed's approach is unique. It distributes the automated Air Traffic Control, Lockheed Electronics 

workload over a network of fault-tolerant computers. has years of experience in Europe, the ! th 

Each computer's own internal back-up hardware lets Middle East and Asia. 

it operate continuously. So electronic component Look to Lockheed for ATC technology v im 

malfunctions are detected and isolated and circuit count on today. and build on for tomorrow. ! 

boards may be replaced without interrupting the further information, contact: N. Huseland. Lockheed 

operational system. Air traffic safety is significantly Electronics, Plainfield. New Jersey 07061-1501 

enhanced because air traffic controllers can rely on (201) 757-1600. 


the increased availability of the fail-safe system. 

The Lockheed system brings new technology to Srl kh dE CÍTO CS 
the world of Air Traffic Control automation. Fault- Oc ee A e ni 
tolerant computers, intelligent peripherals, electronic Leadership in Technology 
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| E late Zhu De did much of the de | 






— planning of tactics and field-command 
E. work. (Lin Biao — who subsequently 
became defence minister and Mao's 
declared heir-apparent in the party 
Biibadership and allegedly died in an air 
_ Crash after an unsuccessful coup at- 
s ^ . tempt in 1971 — is recorded as having 
. participated at Zunyi, but in a grumbl- 

5 . ing sniping manner which made little 

contribution to the proceedings.) 

Zunyi, it seems, is being taken up às 
- an exemplary event in CCP history be- 
- Cause it represents the victory of a 
__ strong leader over the opposition of 
- other key elements in the party and, 
4 particularly, in the military command. 
— This may be seen as epitomising Deng's 
- eight-year battle to reduce the role of 
the People's Liberation Army high 
Be command in political affairs. He has 
- met opposition from among them on 
—— such widely disparate matters as liter- 
E ary criticism and agricultural reform 














2 PLA exercise: reducing the political role. 


2 e ind i is still actively engaged in weeding 
the elements of leftwing radicalism 
f in the army. 
— But whereas Mao’s critique of some 
military commanders in the 1930s was 
. also an attack on the "Left," his sub- 
— sequent behaviour, particularly from 
> 1957 onwards, made it meaningless to 
call him an anti-leftist in any com- 
MN ` monly understood meaning of the 
— term. The celebration of Zunyi is a typi- 
— cal Deng ploy to hold onto the mantle 
— of Mao, the successful revolutionary, 
! E While attacking the legacy he left of 
disastrous economic planning and so- 
- cially disruptive "class-struggle" tac- 
a tics in his later political life. The wheel 
. has now come full circle, with Deng 


$. Jc Bhatt the Left-inclined Chinese army 
M S es and articles of Deng's pub- 
E. in recent years have shown the 
— wide scope of his criticism of the PLA. 
— . He has ridiculed it as sloppy, badly 
dressed, weak on discipline and tech- 
nology, lazy, arrogant and prone to 
—— factionalism. As the carrot to match 
- is stick in criticising the military, he 


has offered new, smart uniforms, pos- 
. sibly the reinstatement of military 
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The reus Conterehice has been 
equated recently with the important 
third plenum of the 11th central com- 
mittee held in late 1978, at which Deng 
succeeded in ousting leading left- 
ists from the politburo, especially 
Gen. Wang Dongxing, former com- 
mander of Mao's special guards unit 
and curator of the central committee 
files, who had shown signs of wider po- 
litical ambitions. It also enabled Deng 
to complete his slicing tactics against 
Hua Guofeng, Mao's designated suc- 
cessor, who was at that time still chair- 
man of the party and premier and was 
subsequently disgraced by Deng. 

By contrast, the third plenum of the 
12th central committee convened last 
year is the Dengist benchmark in eco- 
nomic reform, especiallv in industry. 
The apparently successful agricultural 
reforms, which have resulted in a 
nationwide return to private farming 
and the abolition of the people's com- 


munes, have been in progress. since 
1979, 

Underlying the industrial reform, 
which is much more complex in its im- 
plementation than the rural reform, is 
a re-think of the concepts of commod- 
ity exchange and the law of value, 
which are considered basic to Marxist 
theorising about socialism. Neither 
Marx nor Engels ever lived to see a 
socialist society in action, unless one 
stretches a point to include the short- 
lived Paris Commune of 1871 — and 
their concentration on the problems of 
European capitalism means that they 
are not reliable guides for Chinese 
proto-industrial socialism in action. 

Deng's ideologists find Lenin's ex- 
perience in running a post-revolution- 
ary society more interesting in its rele- 
vance to China's problems. It was 
Lenin who shunned dogmatic Marxist 
ideas in the 1920s to build up the shat- 
tered Soviet economy through his New 
Economic Policy. The  Dengist 
theorists regard China as still suffering 
from the effects of the civil war in its 
relative backwardness and the low liv- 
ing standards of the people, so that 
Lenin's dealings with international big 
business and his tolerance of some 









that Deng and his group are going too 
far in their flirtation with capitalist 
countries and capitalist methods of 
management and commerce. They say 
China is reverting to capitalism, and 
they are supported iti this by commen- 
tators in the West who feel the country 
may eventually give up Marxism al- 
together, finding capitalist methods 
much more effective in carrying out 
such ambitious programmes as the 


an to quadruple output by 2000. 


| deology in communist countries is 

usually little more than a way of jus- 
tifying what the ruling group finds it 
convenient to do. Nonetheless certain 
basic tenets have to be respected even 
by reformist leaders such as Deng — 
who may well believe in them anyway 
— in the interests of consistency and 
unity. Liberal economic policies make 
it easier for some people — more 
talented, more lucky — to become 
prosperous ahead of others, and Deng 
considers this a good thing. 

But in all socialism there is à basic 
leaning towards egalitarianism, and 
classic Marxism is egalitarian in that 


[under communism people are sup- 


posed to have equal opportunities and 
benefits. Any Marxist theorist who 
talks about the benefits of competition 


is liable to be attacked for deviation. 
‘Stalin and Deng aliké have disclaimed 


egalitarianism in the pre-communist, 
socialist period of national develop- 
ment but this is an expedient rather 
than a matter of principle. 

There is a fundamental theoretical 
problem in implementing economic re- 
form through decentralisation of deci- 
sion-making. The handing over of 
more power to local managers may cast 
doubt on the concept of socialism as a 
set-up in which labour, factories, 
mines, machinery and other means of 
production are regarded as the inalien- 
able property of “the whole people,” or 
the state. 

This theoretical position is not yet 
under heavy attack, but it may con- 
tradict the Dengist policy of granting 
more autonomy to industrial enter- 
prises, their managers and their work- 
ers, and heretical references to labour 
as “a commodity” have been spotted 
here and there. 

The bottom line, however, is whether 
to let Chinese industry continue to wilt 
under an excessively rigid system of 
central planning, or to hand the initia- 
tive for plant-by-plant planning to the 
managers, guided by market forces, The 
resistance which ministerial bureau- 
crats in Peking will probably put up 
against such a decentralising trend 
may make it impossible to be realised 
in practice, as was the case in the 
Soviet Union in the 1960s. But clearly 
Deng and his men mean to have a shot 
at it. ' ü 
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A BIGGER THRE] 


SUBLIC HEAL 


THAN WAR, FAMINE OR DROUGHT. 
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It looks like a creature from another planet. 

In fact, its something far more dangerous: 
the common house fly. 

With its allies, the mosquito, the cockroach 
and the rat, it causes widespread suffering in 
cities throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
malaria, yellow fever, typhoid. The list of diseases 
they carry makes frightening reading. 

Frightening when you consider the millions 
it costs to treat and cure them. More frightening 
still when you count the cost in human misery. 

At ICI we've developed a wide range of 
products to eliminate the threat before it becomes 
a problem. 


‘Imperator’ is a space spray that's ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray 'Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquito'’s habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 

ICI sprays have been used safely over 


thousands of hectares, as well as whole towns. 
They're easy to use and highly cost-effective. Anc 
along with our products, we can provide expert 
advice and help on any insect or rodent problem 

If you're responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plant 
Protection Division, Fernhurst, Haslemere, Surrey 
England. 

Together we can make towns and cities safe 
places to live in. 


Plant Protection Division 


ACTELLIC; IMPERATOR, CYMPERATOR. AND KLERAT ARE TRAI 
MARKS OF IMPERIAL CHEMICAL INDUSTRIES PLC, £ NGI ii AND 
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APPETIZER 





MAIN COURSE 






Fillet of lamb with pi 
spinach and lemon 


"If there's one place where La Nouvelle 
Cuisine is called for, it's on long flights where 
you're sitting for hours at a time," one of our 
First Class passengers remarked some time 
back. 

Of course he was right. 





ou dort need un. 


APPETIZER 


Duck liver mousse with n 





So we gave six of Scandinavia's leading 
chefs the exciting task of creating six 
exclusive, but very light menus for our First 
Class passengers. 

These Menus Gastronomique have been a 
success. True, we still cater to passengers 





long flight is a heavy meal. 


APPETIZER MAIN COURSI 





DESSERT 
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Fresh fruit tart witha 
Fruit/berries can vary 





with heartier appetites. For them, we continue We've got some excellent wines to accom- 
to serve our more traditional cuisine complete 


pany it. 
with herring and spiced salmon. 
But for an exclusive option next time you fly 
with us, why not give our new, light Menu 


Gastronomique a try. The Businessmans Airline 






EI Singapore where else 
E But the Shangri-La. 





A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangn-La, not necessarily 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 
prices. 





, 
E ShangriLa hotel 
Shangri-La International: Hong Kong (5) 242 367 © Kuala Lumpur (03) 486 536 SINGAPORI 
* London (01) 581 4217 * Los Angeles (213) 551 1121 * Singapore 338 2250 a 
* Sydney (02) 231 1333 * Tokyo (03) 667 7744. A SHANGRI-LA INTERNATIONAL HOTEL 


Shangn-La Singapore. Shangri-La Kuala Lumpur (Opening 1985). Shangri-La Beijing (Opening 1985). Shangri-La Bangkok (Opening 1986). ve 
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It is alittle-known fact that many banks | ee 
consider shipping to be the most capital- This FOCUS was written by Gavin Turner in Hongkong 
intensive industry in the world. It has with Alexander MacDonald (Liner Shipping), Mohan 
been estimated that there is à total in- Ram (/ndia), Paul Handley (/ndonesia), James Clad 
dustry debt of US$35 billion and in the | (Malaysia) and Carl Goldstein (Taiwan 
view of one eminent shipping banker, 
the real figure could well be higher. This |  SESENUSENNIEENNENEUENENNNNDUNINNDENNINENINENNNIINNIMNENINUDNUNNE 
banker — Michael Revell, senior vice- | general upturn. Foremost among these was the overall 
president of Marine Midland Banks — | drop by 17 million dwt in the tanker fleet, which now 
points out that there are only five coun- | stands at about 263 million dwt, according to the Indepen- 
tries in the world with external debt ex- | dent Tanker Owners Association (Intertanko). However, 
ceeding US$40 billion. With so many shipping companies about 10 million dwt appears to have been taken from 
reaching into their last reserves of cash, there is a very real the laid-up tanker fleet rather than those ships actually 
possibility, therefore, that a banking crisis equivalent to a trading. 
default by Mexico or Brazil could occur this year if the Some shipbrokers disagree with this Intertanko estimate 
shipping market does not show a significant upturn. and reckon that laid-up tankers accounted for only 3.2 mil- 
Speaking in Hongkong last November, Revell estimated | lion dwt of the total scrapped last year. Even so, most 
that over the past 18 months, financiers had been hit by analysts agree that there is still about 50 million dwt in idle 
US$500 million in bad debts on ships. “For every name that tankers around the world. One of Japan's largest shipping 
hits the headlines as being in trouble," he warned, “there | companies, NYK, has estimated that the surplus will ac- 
are at least 10 others in the same predicament and, regret- | tually increase to around 30% by 1987 x which 
fully, there is little in the way of relief on the horizon.” | many tanker owners have predicted as being the turning- 
Nearly every shipowner is trying to put a brave face on point for the better 
the disastrous position his industry now finds itself in, but Reasons cited in support of this gloomy forecast are the 
the facts belie the smiles. More than 10% of the global ca- commissioning of huge refining capacity in the Gulf and 
pacity in tankers and dry bulk carriers is sur- the subsequent demand for ni pro- 
plus to the requirements of world trade. In- ducts tankers instead of th: rude 
ternational trade is increasing at the rate of ON OTHER PAGES carriers. A projected increase ol 2.4 in od 
about 2% a year, yet the growth of the world. 0m" demand by the non-communist world is hard 
fleet is some 6-7%. In 1984, average freight 1m ly going to make any difference 1f most of itis 
rates in the dry-cargo sector were 5% lower Shipbuilding ———— met from the North Sea or ! di re 
than in 1982. In tanker markets, hostilities in Liner Shipping fineries 
the Gulf and Saudi Arabia's floating oil-stor- South Korea — On the dry-cargo sid | l 
age programme forced some rates up to their China despite all forecasts | ry, the 
highest level for five years — but by the end of Taiwan bulk-carrier secto! h emeni 
the summer, so many tankers had come out H before the tankers. The : ht rate 
: ongkong | ; | 
of lay-up that 40 very large crude carriers during the first 10 month 984 6% uf 
were waiting for cargoes in the Gulf and Malaysia on 1983, despite 8.4 million dwt b: reacti- 
Worldscale was back down to the 1983 levels. Indonesia —___— vated out of lay-up during the same period 
Improvements in certain specific areas India —— ———— While this points to some underlying growth 
have been seized upon by owners as signs of a it is still within a context of | making 
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SHIPPING © 
rates overall. Whereas the owner of a 1981-built Panamax 
bulk carrier could expect to lose US$10,000 a day if he ac- 
B cüpted a timecharter at rates being offered a year ago, for 
instance, at today's market levels he would be losing 
around US$7,000 a day. 

Some companies such as Hongkong's Wheelock Mari- 
time International claim that their Panamax bulkers can 
earn more working the spot markets than by accepting 
timecharter employment at the current market rate. This is 
probably true, but it comes as little comfort to the owner 


- who ordered a ship at the top of the market on the strength 
_of a now-defunct timecharter that had been fixed at a rate 


commensurate to the high finance costs at that time. An in- 


- creasing number of shipping companies in East Asia have 
- been left high and dry by charterers either going bankrupt 


or reneging on their contracts. 


ly vulnerable to this sort of problem. One of their 
great strengths has been their willingness to accept 
small but steady profit margins on long-term business 
rather than trying to cash in on the peaks in the spot mar- 


| T he big independent owners in Hongkong are especial- 


- ket. In the past this worked very well — providing the chart- 


erer honoured the contract, but since 1979 and the decline 


of the traditional shikumisen arrangement with the Japan- - 


ese majors, business has been done in increasing amounts 
with the Europeans, who do not have quite the same con- 


— cept of business etiquette. 


owards the end of 1982, one of the first in a long line of 


— serious European charter repudiations took place, when 
- Copenhagen-based H. Bang closed up shop hurriedly and 
— handed back at least seven Hongkong-owned ships prema- 
— -fturely. At that time, spot fixtures were being reported at 
— rates which would pay no more than the cost of a ship's fuel. 
Since then, other incidents have occurred with an increas- 


ing frequency over the past year, including the callous 
liquidation by a British shipping company of one of its sub- 
sidiaries which had Hongkong-owned tonnage on charter 
at rates higher than the prevailing market. In November, 
the Irish. Government took the extraordinary step of 


liquidating its own shipping line, leaving five East Asian 


owners with seven ships that most of them had specifically 


— ordered for the charters, which started in 1979. 


The seven ships were built at a total cost estimated at 


-US$150 million. Their owners have probably lost about 


US$100 million in anticipated charter hire and their ships 
were reckoned to be worth approximately US$60 million at 
the time of their premature release. Hongkong's Wah 


— Kwong lost the greatest amount in the bankruptcy — about 


US$38 million — having already had a string of bad luck on 
some of its charters to other companies. 

The bad luck continued less than a month later with the 
filing for bankruptcy by Sweden's Saleninvest. Wah 
Kwong had two ships on to the diversified giant, plus two 
ships on order through Argonaut AB — one of the new 
asset-fund companies set up over the past two years — 
which was 33%-owned by Saleninvest until its shares were 
sold off by banks that held them as security. But this was 
peanuts compared to the exposure of some other owners 
around the world: Saleninvest had as many as 75 ships on 
charter at the time of its collapse, many of them in the spe- 
cialised field of refrigerated cargo (“reefer”) shipping 
which Saleninvest had cornered to the extent of 25% of the 
world market. 

Saleninvest had, like Irish Shipping, been considered al- 
most as good as a’sovereign risk. In return for keeping some 
of its owned ships under the Swedish flag, Saleninvest had 
Skr 1.3 billion (US$146.66 million) of its debt guaranteed 
by the government, out of total liabilities of Skr 5.5 billion. 
Much of this latterfigure will now have to be written off by 
the banks, though it appears that a substantial portion of 
the reefer operations of Saleninvest is continuing un- 
scathed through SRS Reefers AB — a name registered by 
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Eriak: Ne C "uri dm ithe contracts” 
held PU "Sáleninvest and is now thought to be operating 
about 60 ships — though not those chartered in at high 
rates by the former company. It has also been revealed that 
the majority owner of Saleninvest, the private family com- 
pany Salenia AB has an option to buy as many as 40% of 
SRS Reefers’ shares. 

Just how the creditors of Saleninvest feel about the latest 
arrangements can be guessed with a fair degree of accu- 
racy. The latest news is that a Japanese shipbuilder may 
suffer a substantial loss as a result of the crash. The 
Kurushima Dock group.is believed to be owed ¥10 billion 
(US$39.4 million) by shipping company Tokumaru Kaiun 
on a series of reefer newbuildings it ordered from the ship- 
builder for charter to the Swedes. South Korea’s Hyundai 
Heavy Industries is now faced with the problem of trying to 
find a buyer for a reefer newbuilding it has had waiting 
ready for Saleninvest since last May. When 25% of the 
available market is wiped out, the options open to the yard 
are not very extensive. 

But the Japanese are probably concerned about bigger 
problems than Saleninvest at the moment, however. It must 
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SHIPBUILDING 


Asian market 
mastery leads to 


a builders’ battle 


) Last year saw East Asia establish its 
| complete mastery of world shipbuilding 
| markets. Orders won by South Korean 
and Japanese yards accounted for about 
70% of all newbuilding contracts placed 
in 1984, confirming a trend established 

| in 1983. Overall volume of new business, 
id however, was down by some 25%. Year- 
end figures are hard to come by, but 
statistics compiled by Lloyd's Register 
: for the first nine months of 1984 reveal 
that new orders slumped from 15.1 million grt in 1983 to 
11.3 million grt. 

Japan won 63% of this total, according to the Japan Ship 
Exporters Association, representing a 5% improvement on 
the same period in 1983. South Korea, on the other hand, 
lost 5% of its market share, taking 15.2%, and the West 
European yards picked up a little more than 13%. 

This dominance by Asian shipbuilders does not mean 
that everything is rosy for their industry, however. Japan's 
new business actually dropped by 18. 6% in tonnage terms 
compared with the first nine months of 1983 and South 
Korea's dropped by a massive 43.5%. To make matters 
worse, much of the yards’ backlog of orders stems from 
contracts placed during the short-lived boom of early 1983 
and most of these ships are due for delivery soon. Con- 
sequently, Japanese yards have been working flat-out to 
meet tight delivery schedules, yet for the whole of 1984 
their new export orders were down by 56% to 4.1 million 
grt, which is almost exactly half the total production re- 
corded by Japanese yards in 1982. 

The same picture can be found in South Korea. In 1984 
the nation won orders (both export and domestic) totalling 
2.79 million grt, which is less than a year's potential pro- 
duction. In their bitter rivalry with the Japanese, the South 
Korean majors of Hyundai, Daewoo, Samsung and Korean 
Shipbuilding and Engineering Co. have been forced to offer 
concessionary financing deals denominated in US dollars, 
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were suspended temporarily on the Tokyo Stc 3: 

in mid-January. In an emergency press conference on 25 
January, Sanko chairman Hiroshi Okaniwa denied 
rumours that the company was in trouble — saying they 
originated in Hongkong. But he did admit that the massive 
revamping operation under way at Sanko is not going as 
well as had been hoped. He also revealed that the projected 
loss for financial 1984, ending in March, will be worse than 


the ¥30 billion forecast previously. 
O Sanko's massive bulk-carrier ordering programme: 
At an estimated cost of US$1.4 million, contracts 
for 125 new bulk carriers ranging in size from 23,000 dwt to 
40,000 dwt were placed both by Sanko and the trading 
houses with a large number of Japanese shipyards in 1983. 
More than 50 of these ships have still to be delivered and 
considerable speculation has surrounded the fate of these 
vessels for some months. Sanko ordered about 20 of the 
bulkers itself, while planning to take the remainder on 
long-term 10-year bareboat charter with purchase option. 
Okaniwa has now revealed that Sanko will be asking the 


kaniwa's most worrying pronouncement concerned 
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at prices which British Shipbuilders’ chairman J. Graham 
Day described last year as “artificial.” 

According to the International Maritime Industries 
Forum (IMIF), another round of damaging price-cutting is 
now taking place as the builders fight to keep their yards 
busy. This in turn will encourage owners to order more ton- 
nage in the hope of being able to undercut their competitors 
with cheap ships, leading to even worse overcapacity. Fol- 
lowing a high-level delegation to Japan and South Korea 
last year, the IMIF has proposed that both countries sub- 
sidise ship-scrapping as a means of reducing the tonnage 
surplus and improving the long-term prospects for a solid 
recovery in the shipbuilding industry. 

Although top-level meetings between South Korean and 
Japanese shipbuilders have been taking place at regular in- 
tervals for some time now, the IMIF wants to hosta meeting 
in Hongkong this year on the specific question of subsidies 
for scrapping. Both sides have been invited and it hopes 
that observers from the Association of West European 
Shipbuilders will attend. IMIF chairman Jim Davis said a 
few months ago that “having proved its point” to the South 
Koreans by winning a greater market share in 1984, Japan 
is showing signs of a more conciliatory attitude. 

Davis was:probably reflecting the views of the Japanese 
shipbuilding establishment, represented by the Ship- 
builders’ Association of Japan (SAJ). But there appears to 
be something of a power struggle taking place among the 
Japanese builders at the moment, between the old guard, 
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be ordered for one company in the history of shipping. It is 
part of a huge gamble by the only major non-establishment 
company in Japanese shipping to claw its way out of a 
mountain of debt — *400 billion — which, for the large 
part, is attached to a fleet of aging and unwanted tankers, 
The gamble was that by placing orders for so many ships 
right at the bottom of the market, other owners would be 
scared off from ordering at the same time and the resale 
values of the ships would rise sufficiently to permit à siza- 
ble profit. Meanwhile, the line planned to sell off 8 million 
dwt of its tanker fleet over the course of three years. 
Unfortunately, the resale value of the bulkers has drop- 
ped, if anything, and the disposalof the existing fleet is way 
behind schedule. In short, Sanko Steamship has misealeu- 
lated on a very big scale indeed. “Japan Inc." has already 
rallied round to help once by placing the newbuilding or- 
ders on Sanko's behalf. It also took the unusual step of re- 
ducing interest payments on loans that it had already ag- 
reed to reschedule. The shipping world must be praying 
that it will come to the rescue once again ü 





such as the giant Mitsubishi Heavy Industries, and 
the thrusting new groups with medium-sized facili- 
ties, exemplified by the Kurushima Group 


he medium shipbuilders have been chaffing 
T under the constraints of strict policies imple- 

mented by the Ministry of Transport (MoT) 
to keep overall capacity down in Japan. With so 
many newbuilding orders in the 20-120,000 dwt 
bracket, the medium-sized yards have been receiv- 
ing more work than they can cope with, while some 
of the larger docks have been under-utilised. Not 
only has the MoT been limiting the size of ship that 
individual yards can build but it has also clamped 
down on the total grt permitted a year — “compen- 
sated" to take into account the differing number 
of man-hours needed to construct various ship 





es. 

y. T fiscal 1984, a limit of 4.1 million cgrt in out- 
put was imposed on the entire shipbuilding industry, 
equivalent to 68% of capacity. So far, however, 
there has been no sign that the MoT intends to issue 
an "administrative guidance" on fiscal 1985 output, and 
some industry observers see this as a sign of the increasing 
influence of the medium-sized yards in policymaking. Last 
year the chairman of the Kurushima Group, Hisao Tsubou- 
chi, won a major battle with the MoT by forcing through an 
increase in the tonnage limit of the ailing Hakodate yard in 
Hokkaido, in return for agreeing to absorb the company 
into his own group and keep the yard going. The MoT 
agreed to the increase despite rare public opposition from 
the SAJ. 

Far from being conciliatory, some Japanese shipbuilders 
are breaking ranks with the establishment and making bel- 
licose noises about driving the Soutb Koreans out of busi- 
ness. With Kurushima now accounting for around 20% of 
Japanese shipbuilding output, Tsubouchi's tough business 
methods are being held up as an example for all sectors of 
heavy industry to follow. 

The prospect of a free-for-all between Japan and South 
Korea is not one relished by the European yards, which 
over the past few years have succeeded in persuading Japan 
to restrict output through the auspices of the OECD — the 
industrialised nations' "club." Having regained a little of 
their market share last year, the Europeans would be wiped 
out within a very short time. If all self-imposed restrictions 
on capacity utilisation were lifted, Japan and South Korea 
could comfortably meet the entire world's newbuilding re- 
quirement for ships and still have space left over to handle 
the offshore oil-rig market ü 
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Tt e Sanko dealinvolves the largest series of new ships to 
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muc] The strength of the US dollar continues 
to boost the buoyant trans-Pacific trade 
between the Far East and the United 
States, to the benefit of the otherwise 


The prime benefactors, however, have 
not been the Asian lines but the US 
operators, in particular American Presi- 
dent Lines, Sea-Land Service and Unit- 
ed States Lines (USL). Each has been 
able to report record earnings in the first 

- three quarters of 1984, as liftings of cargo from the Far East 
= increased. It is generally estimated that for the whole of 
— 1984, total trade on the route rose some 10%. Certainly at 
_ one stage almost all ships departing for the US from the Far 
a East were brimming with cargo, leading to serious 













: The effect was that the liner operators were placed in a 
UN = to dictate the freight rates and attempt to recover 
- losses incurred since 1979. The conferences governing the 
— trade between the Far East and the US West and East 
_ coasts took full advantage of this position to 

— raise their freight rates, and non-conference 
— lines followed suit. 

—. The Hongkong Shippers Council says that 
— together with the latest general rate increase 
i (gri) on 1 January 1985, average freight rates 

_ will have risen by 46% over an 18-month period 
(in Japan and South Korea the gri takes effect 
on] March 1985). Shipping lines operating 
- outside the conference structure matched the 
- increases of their bigger brothers. But despite 
. all this, as lines expanded and chartered in ships 

_ to meet the growth in trade to the US, operators 
— were experiencing great difficulties in break- 
- ing even on the return trip to the Far East. 

— The imbalance in trade was such that it 
dragged down three of the smaller newcomers 
— to the trans-Pacific liner route. Both Taiwan's 
— Char Ching Line and state-owned Malaysian International 
- Shipping Corp. (MISC), with their smaller container ships 
of about 1,000-teu container capacity, were forced to with- 
_ draw as pressure from the introduction of other lines’ 
— larger container ships on the route mounted. In the case of 
— Char Ching it was the lack of Taiwan-registered ships in its 

— trans-Pacific fleet that precluded any support from the 
— Taiwan authorities. With MISC it was a case of economics, 

— and it is now concentrating more on its intra-Asian and 
_ European service. 

US-based Seawinds, in which the US sporting-goods 
- manufacturer Nike and Dutch global shipping company 

Nedlloyd each had interests; folded after barely a year in 
— operation. Danish line East Asiatic Co., with which Sea- 
| winds had entered into a joint space-charter service, was 
— forced to look for a new partner. It has now found one in the 
_ shape of Japanese shipping giant Mitsui OSK Line (MOL) 
— in the service between non-Japanese Far Eastern ports and 
the US Pacific north and southwest coasts. 

Undeniably the biggest change that took place on the 
trans-Pacific during 1984 was the inauguration of round- 
the-world services by the world's two largest liner-ship- 
ping companies, Taiwan's Evergreen and USL. Respective 
chairmen Chang Yung-fa and Malcolm McLean — the in- 
ventor of containerisation — will have their ships circum- 
navigate the globe in roughly 80 days. In the case of Ever- 
green, its new G-class 2,700-teu container ships travel in 
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i spas at 10-da aped 
at present, but by the 
time all 24 ships are in 
service in early 1986 it 
will be a weekly service. 

The round-the-world 
ships will sail from the 
Far East to the Caribbean via the Panama Canal, the US 
East Coast, Europe and the Mediterranean, returning to the 
Far East via the Suez Canal. In addition, two separate ser- 
vices will continue to be maintained between the Far East 
and the Pacific northwest of the US and the Pacific south- 
west with a further service between the Far East and the 
Red Sea/east Mediterranean/Adriatic Sea. 

USL, on the other hand, will operate eastbound only be- 
tween the Far East, Panama Canal, the US East Coast and 
Canada, Europe and back to the Far East using the 12 
largest container ships in the world. Already six ships have 
been delivered from South Korean shipbuilder Daewoo 
Shipbuilding in the US$570 million deal. With a capacity 
of 2,228 feus (40-ft equivalent unit), these cost-efficient 
container ships are 50% larger than any otherin existence 

Following an announcement made on 14 January, the 
third official round-the-world service will come into being 
in April 1985. Singapore's state-owned Neptune Orient 
Lines (NOL) and Hongkong's Orient Overseas Container 
Line (OOCL), part of the Tung Group, already operate in 
partnership on services to the West and East coasts of the 
US and are both members of the Ace consortium be- 
tween the Far East and Europe. The newly an- 
nounced service will operate eastbound only, 
using nine enlarged container ships of about 
2,000 teus. The route will take them from 
Singapore and the Far East to the West and 
East coasts and non-stop back to Singapore via 
Suez. A total of six 2,500-teu container ships 
have been ordered by OOCL for delivery from 
July 1985 onwards to upgrade the service. 

The poor level of liftings on the westbound 
route from the US, where load factors have 
dipped to almost half the volume of outbound 
trade from the Far East, gives rise to serious 
second thoughts about the viability of Ever- 
green's westbound global service. In addition, 
it is locked in a rate battle with the Far Eastern 
Freight Conference on the Far East-Europe 
route, while the North Atlantic is just as 
fiercely competitive. The line will have invested more than 
US$1 billion in ships, terminals and a large container fac- 
tory in Taichung to implement its round-the-world service, 
with a large amount of financial backing coming from the 
Japanese trading conglomerate Marubeni. 
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s for the five Japanese majors serving the East Coast 
route, on which the lines are losing some ¥10 billion 
(US$39.53 million) a year, efforts by MOL to lead 
the way in introducing a joint Japanese shipping company 
there have stalled. Agreement was reached among the five 
— MOL, Nippon Yusen Kaisha (NYK), Kawasaki Kisen (K 
Line), Yamashita-Shinnihon Line ( YSL) and Japan Line — 
last August on phasing out the present eight 1,800-teu ships 
serving the route and replacing them with six 3,000-teu 
vessels. 

However, opposition from K Line on the operating 
method led to a compromise revenue-pooling arrangement 
which it first suggested. Nevertheless, continued stalling 
by K Line on the whole reorganisation of the Japan-East 
Coast route has triggered the intervention of Japan's 
Ministry of Transport (MoT) which has told K Line either to 
toe the line and accept the wishes of theother four, orto get 
out altogether and set up its own service. This has so far 
yielded no result. 

Major changes for the whole structure of the Japanese 
liner-shipping industry are in the offing. Under its present 
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ved i in the ‘trades’ with pee. ave obl to operate 
under space-charter agreements among the nselves. ;. The 
MoT concedes that the policy is now obsolete. In a report on 
the work done by the Council for the Rationalisation. of 
Shipping and Shipbuilding Industries (CRSSI), the MoT 
says that the growth of Japanese shipping has been hin- 
dered by the policy introduced in 1969, particularly in the 
Pacific Basin. In order to increase Japanese shipowners' 
competitiveness, they should be allowed to operate their 
own independent services and enter into new space-charter 
agreements with foreign shipping lines. 

Together with Showa Line, the "Big Six" in Japan will 
realign their services in March on the Pacific southwest 
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SOUTH KOREA 


A nightmare 
year as Seoul 
feels the bite 


Last year is one that South Korea's ship- 
ping companies would prefer to forget. 
Complete statistics for 1984 will not be 
announced for a few more months, but 
based on half-term figures, gross freight 
revenues of the country's merchant 
marine are expected to be down by 9% 
on 1983's US$2.46 billion. 

With the world shipping recession bit- 
ing its hardest over the past year, such a 

- large drop would have been expected 
anyway had it not been for the sharp increase in the trans- . 
Pacific container trades in which South Korean lines are 
considered fairly strong. The country's particularly poor 
performance is being attri! uted to the shipowners’ weak- 
ened state following a combined operating loss of US$141 
million in 1983 — and the disruption caused by the far- 
reaching reorganisation of the industry which the govern- 
ment forced through last March in a bid to stem these very 
same losses. 

In the biggest shake-up in Asian shipping since Japan's 
programme of mergers in 1964, no fewer than 69 ocean- 
going South Korean lines were given little more than three 
months to agree to combine into just 20 enlarged groupings. 
Although stressing the voluntary nature of the rationalisa- 
tion plan, the government's Maritime and Port Administra- 
tion (KMPA) made it quite clear that companies failing to 
toe the line would in future find it very difficult reaching an 
accommodation with their banks on the Won 1.42 trillion 
(US$1.7 billion) they owe collectively on their fleets of un- 
economical and over-valued ships. 

According to a report made last August to the national 
assembly by the Finance Ministry, the largest lender to the 
South Korean shipowners is the Korea Development Bank, 
with loans of Won 733.6 billion followed by the Korea 
Foreign Exchange Bank with Won 165 billion. Foreign 
banks were owed a total of Won 136.7 billion. 

On the other hand, companies that met the 31 March 1984 
deadline for their merger proposals were assured of various 
tax concessions. More attractive, perhaps, were the accom- 
panying promises of additional financial aid to struggling 
shipowners, including five-vear moratoria on loans used in 
the past either to acquire foreign second-hand ships or 
build new tonnage at home — and additional loans for the 
re-engining of older ships with the latest fuel-efficient 
diesels. 

The owners have responded to this generosity with some- 
thing less than enthusiasm. This may be because they 
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route from Japan to California. Three two-line spape-eiii 
ter accords will then be introduced, grouping MOL with K - 
Line, NYK with Showa and Japan Line with YSL. Their - 
services will be extended to include other Far Eastern ports - 
with calls at South Korea, Hongkong and Taiwan. MOL/K 
Line will become the largest of the groupings, with eight — 
ships, though in a compromise move to appease the others. 
they decided to reduce the frequency of their service from 
six times a month to weekly. Additionally, a separate 
pooled service will be kept in place, using one ship from - 
each line. "m b 


ma 


blame the KMPA for putting them in their predicament ine H 
the first place — a charge tacitly admitted by the ou | 
administrator of the KMPA, Han Jun Sok, early last year. AU 
Government policy in the past was to encourage shippi 
lines to maximise foreign-exchange earnings through the ; 
annual award of highly sought-after trophies (the so-called : 
Freight Towers), and by restricting bidding for substantial i 
government bulk-cargo contracts to those carriers whose 
earnings were above a pre-set level. With such an emphasis 
on revenue rather than profits, it was scarcely surprising 
that South Korea became a byword for dumping freight 
rates. A 
Once embarked on this chaotic course, it become impera- $ f 
tive for the South Korean lines to acquire more tonnage to — 
satisfy the demand for revenue growth. Rather than pay for 
a newbuilding and wait for its construction, owners were 
encouraged to buy more of the second-hand ships appear- _ 
ing on the market in ever increasin numbers during the 
late 1970s and early 1980s. Between 1971 and 1983, the — 
South Korean fleet shot up from 940,000 grt to 6.4 million 
grt. Most of the companies were either unaware of the fact k. 
or were unconcerned that they were buying ships made un- - 
economical by recent advances in engine design. 





n 1982 a significant turning-point was reached — the 

domestic fleet carried more than 50% of the dry bulk | 

and more than 33% of the liner cargoes imported orex- 
ported by the country. While this left room for improve- 
ment in the liner sector (a 40% share is envisaged for na- - 
tional lines by the Unctad liner code), the bulk-carrier 
operators which form the majority of the South Korean in- — 
dustry inevitably came up against resistance from trading 
partners and foreign competitors when seeking to increase 
their share still further. Competition with other South Ko- 
rean lines for the same business intensified in 1982 and — 
losses oi Won 102.4 billion were reported for that year. 

The South Korean-registered fleet ranked 13th in size in 
the world with 6.8 million grt as of June 1984. If ships on — 
hire-purchase, long-term bareboat and timecharter arein- — 
cluded, however, South Korea can be said to control some 
8.2 million grt. A few years ago, government officials were 
talking in terms of 10 million grt by the end of 1986 but the 
tribulations of the past two years have seen this target left 
quietly by the wayside. fi 

The immediate aim for this-year is for the fleet of owned © 
and bareboated ships to have reached 7.84 million grt; with 
additional tonnage on time:charter expected to be down 
from the 1.2 million grt recorded in 1983, South Korea will _ 
probably be controlling a fleet totalling some 8.5 million 
grt by the end of the year. 

One of the fundamental aims of the shipping industry 
rationalisation plan (SIRP) drawn up by the KMPA is the 
orderly growth of the South Korean-flag fleet, principally 
through the reduction of domestic competition. The new 
KMPA administrator, Cheung Yeun Sei said publicly last 
May that "cut-throat competition amóng domestic ship- 
ping firms is expected to be wiped out after realignment,” 
and he has proved as good as his word. Only a few of the 
69 lines have been permitted to stay out of the rationalisa- 
tion scheme: two because they made a profit last year and 
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- lines were tempted to ask 


for petrochemicals, refri- 
- gerated cargoes, liquefied 
-gas and cars. It had to be 
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three because foreign minority owners objected. The others 
were forced to amalgamate with their former rivals and 
concentrate on one particular trade to the exclusion of all 
others. 

The 17 groupings that emerged from the frenzied scram- 
ble have been allocated just one of four categories of busi- 
ness arbitrarily laid down by the KMPA. These comprise 
oceangoing carrier, Southeast Asia trader, South Korea- 


33 Japan trader and special carrier. With the exception of the 


oceangoing-liner operators (which are permitted to trade 
some small log carriers in addition to their container ships), 
no company may now participate in more than one sector of 


shipping. 


last August, it was made plain that oceangoing lines 


I na letter sent to all South Korean owners by the KMPA 
would not be permitted to encroach on the short-sea 


trades, nor would they be permitted to time-charter in 
i foreign- flag ships if South Korean tonnage was available. 
It is believed this last stipulation was made to stop some 
owners trying to get in through the back door on some 


trades using foreign ships as a blind. 
However, some compensations are offered by this draco- 


nian policy. In a series of directives issued by the KMPA, a 


list of "strategic" cargoes has been drawn up which only 
South Korean-flag vessels may carry in and out of the 


country. During the early months of the SIRP, the list con- 


sisted of crude oil, iron ore, raw materials for fertiliser, 
coal, plywood, cement, grain, steel products, petrochemi- 
cals and government- 
owned cargoes. 

In case some foreign 


sarcastically what other 
bulk cargoes there could 
be, the KMPA came up 
with an answer in Oc- 
tober: added to the list 
were logs, raw materials 


pointed out gently by 
Seoul's Ministry of Com- 
merce and Industry that 
South Korea did not have 
enough suitable car car- 
riers for the export trade, 
there were not enough 
South Korean log carriers 
to meet import demand and that plywood had been declin- 
ing in importance as an export very rapidly. 

The ministry failed in its bid to persuade the KMPA to 
allow foreign lines access to reserved cargo if they could 
undercut their South Korean competitors by 3% or more. 
The KMPA hassstuck to its original figure of 10% and so far 
has given no sign either that it intends to abandon its long- 
standing waiver requirement for foreign lines wishing to 
lift South Korean-generated containerised cargo. 

Lest it be accused of xenophobia, the KMPA has dropped 
its ban on South Korean shipowners ordering new ships 
from foreign shipyards and is considering raising the ceiling 
of foreign-currency financing which a shipowner may re- 
ceive. Up to now, shipping companies have had their for- 
eign-currency loans restricted to a maximum of 10% of their 
annual freight revenue, but the drop in revenues during 
1984 has lowered the threshold substantially for most firms. 

It is quite probable that South Korean owners will take 
advantage of this new-found freedom to order abroad, not 
least because local yards have themselves tended to con- 
centrate on the export market. The authorities have al- 
ready stated that the 31 South Korean-flag ships which 
will be more than 20 years old by 1987 will have to be re- 
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will be forced out gradu: y. The Ki KN AE IPA has Shoat tks 
at least 200,000 grt of uneconomic shipping will have to be 
replaced immediately: in 1984 it made Won 10 billion 
available to owners as the first step in a Won 40 billion pro- 
gramme over the next two years to redeem 50-70% of the 
outstanding mortgages on these ships. 

These sums are over and above the loans made available 
through the KMPA for the construction of new ships as part 
of the government-supported shipbuilding programme. 
Repayment of these loans is spread over 13 years with in- 
terest set at 10.5%. In 1984, funds for sponsored newbuild- 
ings were reported sharply down at Won 102 billion com- 
pared with Won 140 billion the previous year. This is prob- 
ably due to the new rules which have increased the owners’ 
downpayment from 10% to 20%. 

So far, the amount of money saved by the lines through 
the tax exemptions contained in the SIRP does not appear 
to be all that great. Statistics released last November indi- 
cate that some US$3.7-million has been saved through 
exemptions from tonnage registration, procurement, cor- 
porate and income taxes, though the KMPA has estimated 
that the final tally could be 25 times that figure. In return 
for its largesse, the government is demanding that the reor- 
ganised shipping groups undertake financial self-help 
measures to bring their average level of canitghaaton up 
from 14.1% in 1983:to 21% in 1988. 

Progress with the self-help programme appears to have 
been slow during 1984. The target of Won 75.1 billion to be 
raised through the sale of shipping companies' non-ship- 
ping assets had been only 62% met by the end of October 
and the KMPA had to issue warnings that financing would 
be withdrawn from those 
firms that failed to meet 
their assigned targets by 
the end of the year. In De- 
cember, the country’s 
largest carrier, Korea 
Shipping Corp. (KSC), 
agreed to sell off four af- 
filiated firms. 

For some shipping 
companies, government 
aid has come a little too 
late. Short-sea trader 
Heung-A Shipping ap- 
plied to the courts last 
September for protection 
from creditors while it 
tried to sort out cash-flow 
problems stemming from 
the collapse of an as- 
sociated company, Bum- 
han Metal Corp. With debts and liabilities of Won 85.68 bil- 
lion outweighing assets of Won 76.3 billion, Heung-A is just 
one of a string of casualties that the SIRP was designed to 
prevent. 

The Korea Shipping Gazette has recently reported that 
several of the 12 joint operating companies set up by the 
SIRP (the remaining five groups are straightforward mer- 
gers), have been prevented from starting up business as 
single entities because some of their component companies 
are now being managed by the courts. In other cases, com- 
ponent companies have proved very reluctant to give up 
control of their ships to joint management. 


South Korean lines — and the prestige that comes 

with being designated a major carrier — that some 
companies have preferred to get out of the shipping busi- 
ness altogether rather than lose their identity within a 
group headed by another company. 

A classic example is Sammi Line, a bulk carrier and con- 
ventional general-cargo carrier which had clawed its way 
up to the No. 2 spot in the freight revenue table through 
aggressive pricing and ambitious fleet-acquisition pa: 


S uch is the intensity of the mutual animosity of some 








b. + > Bn! bc v8 E 7 » : 
ALLII Ss LJOS DUL $5 
Set - "9 PT » " tw 3 
= E + DUT T Sa oca 
| ALYS LOSS ATT A 


2 T m. 
^ TN = 2 Pv" J}. - Ps B 
io Tz f "7 


) 


n 


ne ; X , year on 3.2 bill | 
its owner, Sammi Corp., pressed ahead with more ship pur- 
chases to enable it to meet the KMPA's criteria for lead 
companies and to control 50% of all tonnage in an operat- 
ing company called Dooyang Line. 

Its reaction when it subsequently failed to have one of its 
directors elected as president of Dooyang was quite extra- 
ordinary: it sold its entire fleet of 18 ships to Pan-Ocean 
Shipping for US$220 million and saddled itself with Won 
90 billion of shipping-related debt which Pan Ocean re- 
fused to take over. 

For the KMPA, the Sammi Line episode could not have 
been more opportune. It got rid of one of the more uncon- 
trollable elements in South Korean shipping at a stroke. A 
far greater challenge to the KMPA's authority remains, 
however, in the stated intention of Hyundai Merchant 
Marine (HMM) to start up a full container service on the 
trans-Pacific trades to the United States West Coast. 

Until last year, these important container trades were the 
exclusive preserve of two companies — KMTC and Hanjin 
— but in July the country's largest carrier, KSC, decided to 
pull out of its service to the US East Coast and muscle in 
on the West Coast trade. The immediate reaction of the 
KMPA was to ban KSC containerships from calling at South 
Korean ports to load and discharge cargo for this service, 
but late last year this ban had to be lifted when KSC an- 
nounced it was relinquishing its licence for the East Coast 
and would either serve the US trade via the West Coast or 
not at all. 

Hanjin has recently taken over the US East Coast licence 








CHINA 


Shipping takes its turn 
at modernisation too 





China now boasts the largest fleet in 
Asia apart from Japan. Tonnage totals 
can be misleading, however, as they take 
into account only those ships actually 
registered in a country rather than those 
owned and controlled by its shipowners. 
Using the stricter interpretation, the 
Chinese fleet is estimated at 8.7 million 
grt, but as China charters in foreign 
ships and is also a substantial flag-of- 

| convenience owner, it probably controls 
nearer 10 million grt. 

What this means is that China has progressed from being 
virtually without a merchant marine after liberation to the 
status of a sizable maritime nation today. Its importance 
will increase still further once its massive fleet refurbish- 
ment is completed. It has been estimated that just under 
14% of the Chinese fleet consists of ships more than 25 
years old and many of those more recent than that are 
geared towards outmoded cargo-handling techniques. 

China's merchant marine has been described as one of 
the last great conventional liner fleets in the world. When it 
is considered that a modern container ship can perform the 
work of up to eight old-style conventional liners, however, 
the country's disadvantage compared with the other major 
fleets of the region becomes apparent. The Chinese fleet 
may well be able to carry more than 70% of the country's 
seaborne trade in general cargo but until it can offer high- 
frequency and reliable containerised services to third- 
country shippers, its growth will be tied to that of Chinese 
foreign trade itself. Clearly, the Ministry of Communi- 
cations, which controls all Chinese-flag shipping, is look- 
ing beyond that restrictive role and is now trying to 

promote China as a cross-trader with a network of con- 
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six 1,800-teu “L-type” ships from Taiwan's Evergreen Lin 
as a stop-gap measure, representing a substantial increase 
in capacity over its present fleet of 1,200-teu vessels. KMTC 





lion each to serve this new route. Meanwhile, it has boug ht 





, 
LU 


has also increased capacity with the acquisition of a fifth - 


ship for the trans-Pacific and — because it has a space- 


charter agreement with Hanjin on the route — is rumoured — 


to be considering the uprating of its other ships to match 
Hanjin's 1,800-teu liners. 


he joker in the pack remains HMM, which has no 
"qo to operate regular container services at all 


E 


a 


yet has been busy taking delivery of six 1,500-teu ~ 


newbuildings from its parent company's shipyard. It is 
some measure of the sensitivity of these new ships that they 


i 


were originally listed in Hyundai Heavy Industries’ pro- 


duction schedules as bulk carriers. Now that they areoutin ^ 


the open, HMM seems determined to operate them in a 


regular US West Coast service and with a parent as power- 


ful as the Hyundai Group, there is not much the KMPA ean © 


do to stop the company. 


Despite these immediate worries, the KMPA is pressing — 


ahead with its long-term plans to boost gross freight rev- 
enues to US$3 billion by the end of the vear. To meet this 
target it intends that South Korean-flag shipping should 


carry at least 50% of all South Korea's import and export — 


cargo, including liner cargo. It could be argued by the con- 
tainer-ship operators that their additional capacity is 
necessary to achieve this aim. 


tainerised liner 
services equip- 
ped with modern 
cellular tonnage. 

Aside from the 
compelling evi- 
dence of the 22 
new container 
ships ordered by 
the China Ocean Shipping Co. (Cosco) 
in 1983, other signs of this deter- 
mination to compete in the world 
arena have been China's willingness to 
let the Sino-American bilateral ship- 
ping agreement lapse, and the estab- 
lishment by its shipping lines of 
several container links with Japan 
though a joint consultative body has 
yet to agree on the formal inaugura- 
tion of one such route. Pacts are out 
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and free competition looks as if it is on the way in - 


Liner-shipping arrangements between China and Japan 
are now being described as a free-for-all, with new 
operators entering the trade every month and the Japan/ 
China Marine Transportation Council looking on 
helplessly. Even Sinotrans, the freight forwarding arm of 
the Ministry of Foreign Trade (and long-time rival of Cosco 
in the container-transport sector) is believed to have en- 
tered this short-sea trade. 

Since the former head of Cosco, Qian Yonchang, was 
made minister of communications last year, a series of 
highly significant administrative reforms have taken place 
in China's shipping industry. The most important of these 
is only just now coming to light: whereas Sinotrans had 
hitherto been responsible for booking all shipping services 
on behalf of Chinese importers and exporters, it is under- 
stood that the country's shippers can now shop around for 
the best deal, even to the extent of importing on cif terms. 

These changes to the freight-booking system will proba- 
bly not result in any great growth in foreign-liner services 
to China but they may allow the Chinese shippers and con- 
signees to negotiate directly with the increasingly au- 
tonomous branches of Cosco and the provincially owned 
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SHIPPING 85 


— bureaux of maritime transport (BMTs). It is worth noting in 
this context that Cosco Tianjin set up its own cargo-can- 
vassing department in August last year. 

Since July 1984, Cosco branches and the various BMTs 
have been permitted to quote competitive freight rates 
against each other, provided that these fall within a narrow 
spread pre-determined by Cosco Peking and Sinotrans. In 
addition, central allocation of dry bulk-cargo shipments 
has been abolished and contracts are now available to the 
BMTs — even for overseas trade, which was formerly the 
preserve of Cosco. As a result of these changes, the BMTs 
(particularly those in Shanghai and Canton) have been 
making rapid inroads into the 20% of China's foreign trade 
that is not carried by Cosco and several series of newbuild- 
ings have been ordered by them at Chinese yards to provide 


— extra oceangoing capacity. 


— What is still not clear is whether the individual branches 

'of Cosco are now permitted to compete with each other by 
offering container services on the same liner routes. Al- 
though the latest reform seems to indicate greater freedom 
of choice in a general sense, containerisation is so new to 
Chinese shipping that nearly all resources have so far been 
- allocated to Cosco's Shanghai branch. The problem here 
has been that containers can still be carried on conven- 





CUP SP C 7 
Computerisation at Dalian port: a battle to come up to date. 


tional general-cargo ships and the other two liner special- 
— ists, Cosco Canton and Cosco Tianjin, have started to offer 
semi-container services to Western Europe, the Mediterra- 
nean, the Gulf and West Africa. With its purpose-built roll 
on/roll offs (ro/ros) and fully cellular ships, Cosco Shang- 
hai is clearly the front-runner but the other two liner 
branches started to make noises last year about being allo- 
cated some of the 22 new container ships to upgrade these 
four services. 

The first of the newbuildings began to be delivered last 
September. According to the semi-official magazine 
Maritime China, the ships were initially deployed on Cosco 
Shanghai's existing container services. However, an article 
by the chief of Cosco Peking's container-shipping section, 
Lu Chenggang, said: "Possibilities are now being explored 
to start services from Chinese ports to the Persian Gulf and 
the Mediterranean." This cryptic announcement could 
mean that Cosco Canton and Cosco Tianjin will be allo- 
cated some of the new ships or that their services will be 
taken over by Cosco Shanghai once they are ready for up- 
grading to full container status. 

The newbuildings in question represent one of the 
biggest single investments ever to be made in shipping by a 
developing country. Although overshadowed by both the 
24-ship order placed by Taiwan's Evergreen and United 
States Line's US$570 million jumbo container-ship pro- 
gramme at Daewoo in South Korea, the Cosco order is 
probably more significant in the long term because it con- 
firms China's intention of unitising all of its breakbulk 
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held in 1983. At that meeting, the shipping companies, in- 
land-transport agencies and port authorities agreed that 
all — and not just coastally generated — breakbulk cargo 
should eventually be containerised. 

By the end of this year, Cosco will have taken delivery of 
seven 420-teu capacity ships ordered from Japan and six of 
740 teus from the Dalian Shipyard of the China State Ship- 
building Corp. (CSSC). There are also five newbuildings of 
1,300 teus due from three yards in West Germany and four 
of 1,700-teu capacity from the same shipbuilders. In addi- 
tion, three semi-containerships with 600-teu capacity are 
nearing completion in Yugoslavia. 


cellular-slot capacity from 14,200 teus to 34,880 teus 

and overall container-carrying capacity will shoot 

up to 55,200 teus. To put these figures into perspective, 

34.880 teus is about 50% more capacity than that main- 

tained by another major state-controlled line in the region 
— Singapore's Neptune Orient Line. 

So far Cosco has remained resolutely outside the confer- 
ence structure and on its two main container trades — to 
Western Europe and the US East Coast — it quotes rates 
roughly 10% below its establishment competitors. One 
trade that Cosco may start serving again is the Far East-US 
West Coast, a route that is already the scene of 
some vicious rate-cutting. 

The national carrier is not only concerned with 
liner shipping, however. Through its Qingdao 
and Dalian branches it carries substantial quan- 
tities of dry bulk and crude oil for import and ex- 
port as well. Cosco Qingdao has been taking de- 
livery of eight new 36,000 dwt bulkers from 
CSSC Hudong and four 41,000 dwt bulkers from 
Japan, bringing its fleet up to 44 ships totalling 
1.7 million dwt. It now accounts for nearly 17% 
of the total Cosco fleet and is playing a major role 
in the development of coal shipments from the 
three main gateways of Qinhuangdao, Qingdao 
and Lianyungang. 

These northern coal ports are in the throes of a 
huge construction programme which should see 
their handling capacities pushed up to nearly 65 
million tons a year by the end of 1985. Although 
exports are a component of the plan, the main 
thrust of this expansion is towards the coastal shipping 
trades. By the end of next year Guangdong province is ex- 
pected to be using sea transport for its coal require- 
ments from the northern Shanxi and Henan provinces: up 
to now it has been using China's badly congested rail sys- 
tem. 

China's shipbuilding capabilities are now getting quite 
advanced. Just recently CSSC's Dalian Shipyard won a 
US$35 million order from Norway's Statoil for a sophisti- 
cated 125,000 dwt shuttle tanker for the North Sea. When 
completed it will be the largest ship built in the country, and 
no doubt its Norwegian design will be adapted for China's 
own tanker requirements in the future. 

The Cosco container ships at Dalian are the result of de- 
signs acquired by CSSC a few years ago from West Ger- 
many's Maierform for the construction of four ships in 
Shanghai Shipyard for West German owners. Similarly, 
the Marine Design and Research Institute in Shanghai is 
currently working on the standardisation of the design of 
Cosco's 1,200-teu container ships built in West Germany 
three years ago. 

Eventually a series of standard designs will be com- 
pleted, comprising 700-teu and 1,200-teu container ships, a 
17,500 dwt multi-purpose carrier and a 27,000 dwt bulk 
carrier. These will then be constructed in large numbers by 
CSSC and will form the mainstay of the reconstituted fleet. 
Also, Chinese lines are showing considerable interest in the 
65,000 dwt tanker design completed recently by Dalian for 
the Canton BMT. o 


A ll told, the new container ships will increase Cosco's 
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"Information about money is becoming 
almost as important as money itself. 


That's why we developed CitiBankins.” 


From The Citi of Tomorrow :..CitiBankin$s today. 
How much to invest? Where to invest? When to 
invest? The right information at the right time can 
make a crucial difference to your company. The 
difference between investment success and failure, 
profit and loss. 

CitiBanking gives vou that information. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute toreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable ease. 

Only CitiBanking gives vou real-time access to 
your accounts in over 33 countries-for information 
and transactions. 

Citibanking gives vou unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how vour companv can benefit from 
the worlds most advanced electronically delivered 
financial services, call your local Citibank Account 
Manager. Youll get the services vou need to make the 
most of your company’s money, day after day. 
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CITIBAN<®CITICORP* 


GLOBAL ELECTRONIC BANKIN 


© 1954 Citibank. N.A. Member FDIC 





It's not easy for a businessman to relax 
while flying. 

But with Japan Air Lines, you can now 
rest easy. 

Because the moment you have a 
reservation with us, there is a great many 
people dedicated to making you 
comfortable. 

When you fly First or Executive Class, 
you have the benefit of your own check-in 
counters. 

And First Class passengers can enjoy 
the tranquility of our Sakura Lounges. _ 


Businessmen rest easy bi 








But there is much more to flying JAL. 

Relax in our extra wide seats in 
Executive Class while you sip a welcome 
glass of champagne. You can even stretch 
out and put your feet up on a special 
footrest for an unexpected touch of 
comfort. 

And in First Class, there’s even more. 
You can literally unwind in one of our very, 
very comfortable sky-recliners. 

" And there's a choice of Western or 
Japanese cuisine. 
But our attention to detail doesn't stop 





cause the rest is assured. 


there. With JAL’s advanced seat selection It’s always a pleasu re. 
you can reserve the seat you want (if it's 

available) before vou've even left for the 

airport. 


But what truly distinguishes Japan Air 
Lines from all the others is the gracious 
warmth and hospitality of those who serve 
you. 


So when Vou fly the world’s number JAPAN AIR LINES 


one IATA airline*, vou know you can rest 
y- Nu AIRLINE FOF 
TSUKUBA EXPO '8* 


easy. 


Because the rest is assured. 





* Sources iternational Air Transport As cation 
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PRIX WINNER. NIKON FA. 


In Japan, there are probably more camera critics and experts per capita than 
inywhere else in the world. 

And recently, some of the most demanding of those critics got together to judge 
over 60 of Japan's newest cameras. 

They mercilessly — and objectively — judged each camera for design. For 
»erformance. For reliability. And for ease of operation. 

And when it was all over, the first-ever Grand Prix Camera Award went to the 
Nikon FA. But although this was the first-ever Grand Prix award, it wasn't the first-ever 
award for the FA. 

Because in Great Britain, it also was recently named “Practical Photography’s 
Camera of the Year,” and garnered “Camera Weekly’s Award for Innovation.” 

In selecting the Nikon FA for these honours, we think the judges confirmed 
something professional photographers have 
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Nikon is the only choice. — 
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One up, two down and 
a free-for-all on rates 


] The rapid expansion of one line, and the 
virtual collapse of two others; an ag- 
| gressive rate war, and a major effort by 
| the government to expand the national 
flag-carrying fleet. These were the 
major developments of a year in the 
| Taiwan shipping industry that was 
perhaps even more eventful than most. 

The rapid expansion of Evergreen 
Marine Corp., the big Taiwan indepen- 
: dent container line, has been the main 
catalyst of the cut-throat rates war that has driven freight 
rates on European routes down by 20-30% since last July. 
That month saw the breakdown of the shaky agreement be- 
tween Evergreen and the 41-member Far Eastern Freight 
Conference (FEFC) giving the upstart independent "toler- 
ated outsider" status. In return, Evergreen had agreed to 
limit its liftings out of East Asia to 1.2 million tons a yeaf 
and keep rates with- WT 
in 5% of conference 
levels. 

Some sort of 
agreement had be- 
come necessary for 
the FEFC, as it saw 
its virtual monopoly 
on European cargoes 
of only three years 
ago rapidly slip 
away. By the first 
quarter of 1984, the 
conference share of 
liftings was down to 
41%, while Ever- 
green brought its 
own share up to 
an estimated 20%. 








eee — [l — 


k pm, - 


Be o 


SHIPPING 85 





Evergreen has divided the ship- 
building orders for the 24 new vessels 
between Japanese and Taiwan yards, 
with 14 being built in Japan and 
10 by Taiwan's government-owned 
China Shipbuilding Corp. (CSBC). 
Locally built ships will all fly the home flag, in aceord- 
ance with government policy aimed at encouraging the 
growth of the flag-carrier fleet. Evergreen's home-flag 
fleet now numbers 16 out of the company's total of 52 
vessels. 

Evergreen has a carrying capacity of about 74,000 teus. 
By the time its expansion programme is complete in 1986, it 
should have the largest capacity in the world about 
95,000 teus. 

Evergreen is not the only outsider shipping line giving 
the conferences headaches. The government-owned 
Yangming Marine Transport Corp. has been competing 
head-to-head with both conference operators and Ever- 
green on the trans-Pacific and European routes, and last 
August it began serving the Australia trades as a member of 
the Australian conferences Anzesc and Anscon, though 
with only one vessel. 

The line now has 32 ships, all flying the home flag — 14 


"s. container vessels, 
m four multipurpose 
ships, seven bulk 
| carriers, six tankers 
| and one banana car- 
rier. The container 
vessels have a total 
capacity of more 
than 24,000 teus, 
not counting the 
| multipurpose ships, 
which ean carry 600 
teus each. Yang- 
ming also has on 
order with CSBC 
four 3,040-teu con- 
tainer vessels which 
are to be delivered 
in mid-1986. 









Since the break- | Yangming's suc- 
down, however, con- | cess is largely based 
ference members | on aggressive rate 
themselves have Kaohsiung container terminal: the home fleet is expanding. | cutting, but the 


started a round of 
aggressive rate-cutting that enabled them to bring their 
share back to about 46% by the end of 1984. 

Evergreen went into full gear last year with its ambitious 
US$1 billion expansion of fleet and service. It launched the 
first-ever, two-way, round-the-world service, with sailings 
every 10 days in each direction. The company says the ser- 
vice is doing well, and early indications are that this is so, 
especially on the Far East-Europe and trans-Pacific sec- 
tors. 

By the end of 1984, Evergreen had taken delivery of the 
first 16 of 24 G-type vessels, so-called because the name of 
each one begins with "Ever G ..." Each of these 2,728-teu 
(20-ft equivalent unit) ships cost slightly more than US$30 
million, according to the company, making up 70% of the 
cost of the expansion programme. The rest is going for new 
containers and other equipment. 

A hot topic of conversation in the industry these days is 
whether the heavy debt burden at a time of dropping 
freight rates will strain Evergreen's cash flow. But no one 
seems to be betting too heavily against the company, asit is 
widely considered a well-run, knowledgeable outfit. Just 
as important, it has strong financial backing. The expan- 
sion programme was financed primarily through bank 
credits, about half from Japanese banks, including the 
Ex-Im Bank, Evergreen said. 
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company, like Ever- 
green, benefits bos Taiwan's policy of encouraging the 
growth of the home-flag fleet, which now totals about 7 
million dwt, according to Ministry of Communication 
(MoC) figures. This number is somewhat suspect, however, 
as it includes the virtually defunct Eddie Steamship Co.'s 
tonnage, which made up about a third of the total until the 
company ran into serious problems last summe! 


ddie apparently is now operating only five vessels — 
E compared to 45 before — and these are mortgaged to 
Chase Manhattan Bank. The MoC says Eddie has 
shipped 600,000 tons of coal for the Taiwan Power Corp. 
since October. It gets a subsidy of US$3 per ton from the 
government-owned utility under a plan worked out last 


August. 

Yangming and Taiwan Navigation Corp ;o owned by 
the government appear to have been the biggest be- 
neficiaries of Eddie's problems. Under the newly reor- 
ganised Chinese Maritime Joint Service (CMJS), the na- 
tion's flag carriers meet regular!) to sh nformation, 


coordinate schedules and allot cargoes 

The emphasis is on strategic bulk cargoes, such as coal, 
ore, grain and oil. Taiwan aims to have 70% of bulk cargoes 
and 40% of general cargoes carried by local ships, accord- 
ing to Minister of Communications Lien Chan. About 40% 
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PRENE Has encouraged the big sh V eorporagols 
fobuy their own ships. China Steel Corp. four vessel are 

ted by Yangming, while China Petroleum's four are 
ch red to Yangming and Taiwan Navigation. 
| SS . — Of Taiwan's 97 shipping companies, 64 have only one 
aay ‘vessel. The government would like to reduce the number, 
but for now will settle for encouraging “operational mer- 
gers,” in the words of Tung Hsiao-i, the director of the 






|»... MoC's department of navigation and aviation, through the 
a) activities of the CMJS. 
tr OOCL's Taipei-based sister-company, Chinese Maritime 


Transport (CMT), part of the Tung Group, is maintaining a 
substantial presence in Taiwan. It plays an active role in 
the CMJS and is recognised by the FEFC as Taiwan's na- 
tional carrier, though this view is disputed by the govern- 

ment. CMT has nine vessels, all flying the home flag, and 
wo 150,000 dwt coal carriers under construction at CSBC. 

- Char Ching, another small locally owned container line, 
ceased operations last year when two of its four ships were 


HONGKONG 








In its role as a shipping centre, Hong- 
kong is becoming more of a paradox 
every day. Itis home to a powerful group 
of. shipowners controlling approxi- 
mately 60 million dwt of shipping, very 
little of which is registered in the terri- 
tory. But it is also now the home port for 
one of the most rapidly growing fleets in 
the world, owned for the most part by 
shipping companies based anywhere 
other than in Hongkong. As a result of 
this strange state of affairs, the Hongkong Shipowners' As- 
sociation has tended to pay more attention to the pro- 
nouncements of the governments of Liberia and Panama 
than to those of the British Department of Trade and Indus- 
try (DTI), which has ultimate jurisdiction over maritime 
matters in Hongkong. 
It was probably for this reason that the Hongkong-based 
— — owners were caught unawares by the inclusion in the Sino- 
British joint declaration on the territory of a provision for 
— the continuation of a separate register in the special ad- 
ministrative region (SAR) post-1997. Their embarrassment 
_ stemmed from the fact that having agitated more than 10 
ears ago for a Hongkong register to be hived off from Bri- 
tain’ 's, they felt duty-bound to welcome the provision even 
though they had not asked for it this time around and did 
not particularly want it anymore. 
The Sino-British agreement contains the following con- 
cessions: 
» The SAR will be permitted to “maintain a register and 
issue related certificates under its own legislation in the 
name of ‘Hongkong, China'." 
» The SAR will be permitted to "maintain Hongkong's 
I previous systems of shipping management and shipping 
| regulations.” 
` As the British Government has persistently denied 
= Hongkong the right to its own shipping-regulation system 
in the past, it is now placed in the ludicrous position of hav- 
ing to set one up because the Chinese Government has al- 
lowed it to do so. 
| Although the Hongkong-based owners now actively sup- 
port a separate register, there must be the nagging thought 
k in their minds that it could provide an excuse for the SAR 
authorities to force all beneficially Hongkong-owned ships 
to fly the Hongkong, China flag. There is also a danger that 
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e to the red duster, 
nei hao to the red flag? 
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Rast’ Mediterranean service with three vessels some time 


in February. 

C several money-losing years, is now operating at only 
.a-60*5 utilisation rate. The company is looking to 

government-supported export financing to bring in orders 

from foreign companies. 

CSBC's 1984 business came almost entirely from 
domestic firms. The Keelung yard delivered six vessels 
worth US$153 million, including three of Evergreen's 
G-type ships, while the main Kaohsiung yard completed 12 
vessels valued at US$364 million, aecording to company 
figures. The Kaohsiung output included three Evergreen 
G-types, three bulk carriers for Yangming, and four ore 
carriers for China Steel. Three other vessels originally 
scheduled for delivery in 1984 will be completed this year 
instead. 


SBC, which remains a troubled company after 








if the link with the British 
register is severed, Hong- 
kong could be deemed a 
flag of convenience by the 
maritime unions. Already 
there are signs that the 
substantial influx of ton- 
nage into Hongkong (61 
ships were added to the 
register in 1984 alone) from Britain and other — pre- 
dominantly Commonwealth — countries has caused con- 
siderable anger among the British and Australian seamen's 
unions. 

Since 1971, the Hongkong-registered fleet has grown 
from 572,243 grt to 6.38 million grt at the end of 1984. Most 
of the growth has come not from Hongkong's traditional 
shipowning community (though Jardine, Matheson and 
Wheelock Marden have increased their fleets substan- 
tially), but from mainstream British owners seeking to re- 
duce crew costs yet still wishing to retain the respectability 
that comes with flying the Red Duster. Under special dis- 
pensations, the DTI allows ships in the Hongkong section of 
the British register to sail with foreign crews as long as the 
five senior officers have British or equivalent Common- 
wealth certificates. This practice permits British owners to 
effect substantial savings on their operating costs and sev- 
eral ship-management companies have set up shop in 
Hongkong over the past few years to cash in on the 
bonanza. 

The latest household names in British shipping to have 
transferred ships to the Hongkong register are British & 
Commonwealth and Blue Star Line. Other companies al- 
ready present in the territory include Fyffes, T. & J. Harri- 
son, P & O and Bibby Line. Some analysts believe it is only 
a matter of time before Britain's main container-ship com- 
pany, Overseas Container Lines (OCL), transfers its fleet to 
Hongkong, pointing out that it already keeps the 1,266-teu 
Strathconan there, plus the fact that two out of OCL’s three 
shareholders use the Hongkong register already. 


tain sense of hostility . . . emanated from the General 
Council of British Shipping" as a result of the Hong- 
kong-based owners' decision to support the formation of an 
autonomous register. The reason forthis attitude is not hard 
to discover: Hongkong presents the ideal combination for 
British owners — it is both British and cheap. Safety stand- 
ards and inspections are the same as those under the British 
register proper, therefore keeping the insurers happy, and 
officers have British tickets or their equivalents, providing 
enough of a link between ownership and country of register 
to keep the International Transport Workers Federation off 
their backs. With Hongkong's own Merchant Shipping Act 
under preparation, safety standards will be maintained at 


A ccording to one authoritative Hongkong source, “a cer- 












CSBC's order-book is also heavily weighted with domes- 
tic customers. The only exceptions are two 37,000 dwt bulk 
carriers for Teh Tung, a Tokyo-based Overseas Chinese 
firm, with an end-1985 delivery date, and two 305,000 dwt 
oil/ore carriers for Hongkong-based Wah Kwong, sche- 
duled for delivery in 1987. 

CSBC's domestic-financing seheme  is- reasonably 
favourable, with 20% down, 60% provided by a consortium 
of local commercial banks offering a fixed interest of 8.5% 
and an eight to 12-year repayment period, and the final 
20% (for imported equipment) lent for the London inter- 
bank offered rate plus a spread. 

CSBC is hoping to gain government approval to offer 
foreign éustomers basically the same terms, except for an 
eight-year cap on the repayment period, with the loans to 
be subsidised by Taiwan’s Export-Import Bank. Since the 
major domestic companies have already signed big con- 
tracts, CSBC must rely on export contracts for any im- 
provement in its financial picture. “If we cannot solve 
the export-financing problem by the end of this year, 


„the same costly 
è level, yet that all- 
2 important link with 
? Britain will be gone. 

In an attempt to 
iron out any differ- 
ences between ship- 
ping companies 
and legislators, the 
Hongkong Govern- 
ment is considering a 
proposal from the 
Hong Kong Ship- 
owners Association 
(HKSA) that a ship- 
ping bureau should 
beestablished.Sofar 
there has been no in- 
dication that the 
overseas owners of 
Hongkong-register- 
ed ships will be 
given much say in 
the proposed joint 
consultative body, 
though a few mem- 
bers of the HKSA 
fall into both 
categories of over- 
seas and locally 
based owner. The 
most notable of 
these is the Tung 
Group, which, 
through its publicly 
quoted Orient Over- 
seas (Holdings) 
(OOH), owns Lon- 
don-based Furness 
Withy, which has 
ships flying. the 
Hongkong flag. 

Over the past few years, the Tung Group has been quietly 
transferring ships to its home port, though it has also been 
coming under pressure from the Taiwan Government to do 
the same with ships managed by its Chinese Maritime 
Transport subsidiary in Taipei. The Tung Group ordered no 
fewer than six 2,500-teu container-ship newbuildings from 
Japan last year, at least some of which appear to be des- 
tined for the Hongkong flag 

The Tung Group is also estimated to have outstanding or- 
ders for 15 tankers, six dry bulk carriers and one ore/oiler, 
making it the independent owner with the second largest 
newbuilding programme after Japan's Sanko Steamship. 


SIIL TYIONYNIS 


Y. K. Pao; C. H. Tung: the big two. — — 
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admitted a company official 

Taiwan's shipbreaking industry is still the biggest in the 
world, but it is facing big challenges from shipbreakers in 
South Korea and China. The 320 ships scrapped last year 


we'll be in big trouble,” 


tótalled 2 million light deadweight tons (ldt), according to 
the Taiwan Area Shipbreaking Industry Association, coms 
pared to 224 ships of 3.05 million ldt in 1983 

The Taiwan shipbreakers' cartel, China Dismantied Ves- 
sel Trading Corp., continues to exist in name, but can no 
longer keep prices down. Set up in September 1981, the 
group succeeded so well in bringing old ship prices down 
that the South Korean shipbreaking industry was able to 
get a tremendous boost 

Based on figures through the first nine months of 1984. 
Taiwan accounted for 42% of total tonnage scrapped, while 
South Korea took 18% and China 14%. In 1981, however 
Taiwan had 63% of the market. o 





Most of the tanker orders are for ships of 80,000 dwt or less 
(the so-called Aframax size), replacing the company's sube 
stantial fleet of 250,000 dwt supertankers 


nother group with a large number of ships on order, 
A: Chao family, of Wah Kwong, tried to get a listing 
on the London Stock Exchange for its Venture Lines 
(VL) subsidiary last year. It had originally been planned to 
float the company in Hongkong in May but that plan was 
abandoned when Jardine Fleming declined to underwrite 
the offer because of stockmarket uncertainties over the 
Sino-British negotiations on the future of the territory, 
Subsequent attempts to sell 25% of VL shares in London 
through Kleinwort Benson failed, even though Wah Kwong 
Shipping and Investment (which has been a consistently 
good performer) had acquired a 19.5% stake im the com- 
pany in August. 

Wah Kwong's half-year figures were largely unchanged, 
with a consolidated net profit of HK$80.2 million (US$103 
million). The final results for 1984 should show some de- 
terioration in the bottom line, however, as Wah Kwong has 
been the principal victim of a series of bankruptcies among 
the European owners. | 

The list of the 11 ships owned by VL makes interesting 
reading. Four of them were sold to VL by Wah K wong Ship- 
ping and Investment for shares equivalent toits 50% equity 
stakes in the vessels. When last heard of, these ships were 
still owned jointly by VL and Jardine. The remaining seven 
ships in the fleet are thought to have been sold to VL by the 
Chaos. About a third of the overall fleet consists of cons 
tainer ships or conbulkers and for this reason many 
stockmarket analysts reckoned at the timeof the attempted 
flotation that the Chaos were trving to set up an operation 
similar to OOH, which started off as the liner-shipping arm 
of what was at that time predominately a bulk and tanker 
operation. 

It is still not clear why the market failed to take to VL, 
especially as Sir Yue-kong Pao's World International man- 
aged to spin off Easterm ASia Navigation Co. (BAN) at 
about the same time without too much trouble. EAN turned 
in a profit of HK$220.7 million after tax for the six months 
ending in September, and has forecast a year-end result of 
HK$450 million, thus tending to bear out the World-Wide 
Group's assertion that investors had been overlooking the 
value of the fleet's earnings in favour of World Interna- 
tional's stake in Hongkong and Kowloon Wharf and 
Godown Co. 

Nevertheless, the chairman's statement accompanying 
the interim results of EAN referred to the general depres- 
sion in the shipping markets. Pao added that his group had 
been less affected by the depression due to its "prudent 
chartering policies and the relatively low level of borrow- 
ings." This is certainly true, if the group's almost total lack 
of newbuilding orders over the past two years is anything to 
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-— go by. But there have continued to be doubts over the future 
— of some of the group's very large crude carrier charters to 
— Japan Line: one tanker was returned by the charterer two- 
—  eand-a-half years early last autumn. 
_ . EAN was the victim of several unfounded accusations 
2 last October that it had forced its crewmen to sail into the 
a warzone in the Gulf. The controversy arose after the com- 
_ pany’s supertanker World Knight was hit by an Iraqi mis- 
P EY sile while in ballast 40 miles south of Kharg Island, and was 
- declared a US$9 million constructive total loss. Ten crews 
| Ag —men died as the result of the attack. 
d a Wah Kwong had escaped much of this publicity when its 
- 29,000 dwt products carrier Chemical Venture was hit in 
4 the Gulf a few months earlier in May. The reason appears to 
have been that the tanker was the first ship to be hit by the 
ker Tranians in retaliation for Iraqi attacks, and was therefore 
_ outside the accepted boundaries of the war zone at the time. 
i E Attacks on shipping in the Gulf began in earnest towards 
the end of April last year. If they had started only a little 
Ry earlier it would have proved highly inconvenient for 
_ Wheelock Maritime International (WMI), a cash-strapped 
Ps * M bulk-carrier operator which pulled off a spectacular deal 
— last year by bartering at least 10 of its ships with the 
Iranians for US$100 million worth of crude oil. The oil was 
—— — Joaded in mid-April and sold off to the traders just in time 
= — to stave off what looked increasingly like a looming bank- 
- ruptcy. WMI was left with about 50% of its former fleet, 
_ totalling some 14 ships, and half shares in 11 others owned 
v: ‘jointly with World-Wide and Norway’s Atle Jebsen. 







bcd MI made a total net loss in 1983 of US$29.3 mil- 
Ww and had to turn to its parent, Wheelock Mar- 
x. den, for a US$4 million cash facility in September 
E of that year. The company's half-year results for 1984 re- 
- veal that though the barter deal contributed to the reduc- 
- tion of overall debt to the tune of US$70 million, losses have 
(bem running higher. In the six months to 30 June 1984, 
——WMlI lost US$8.3 million after tax, compared with US$1.19 
million in the same period the year before. The full-term re- 
- sults should show some proportionate improvement be- 
- cause two ships, owned by Grand Marine Holdings (GMH) 
- and chartered in at high rates by WMI's 50%-owned Pacific 
- Norse Shipping, were due to have been handed back to 
- their owner in September. 
4 E The loss of this income from WMI may have been the 
— straw that broke the camel's back, as far as GMH was con- 
i k y cerned. This subsidiary of Carrian Investments was due to 
have followed its parent into liquidation on 4 February, a 
^a - little more than two years after its shares were suspended. 
En saved from immediate extinction by some dogged 
— restructuring work by its banks, GMH never really stood a 
- chance once it had become clear that the expected upturn 
in the dry bulk markets would not take place for the next 
| — few years at least. 
3 - The demise of GMH was announced on 31 December 
1984 by its long-suffering chairman Aubrey Clark — an en- 
 gineer by training who had been forced into the top posi- 
_ tion because no one else had. wanted to take on a company 
j U at the mercy of its banks. Now shrunk to a fleet of seven 
- ‘small bulk carriers, GMH made an operating loss of 
—  US$9.75 million in its last financial year and leaves defer- 
—— red loans, liabilities and lease obligations totalling US$135 
— million. It is hard to believe that three years ago it was the 
—— fourth-largest owner in one of the biggest shipping centres 
| of the world. 
| However, there is much to be optimistic about on Hong- 
kong' s shipping scene: it is often said that when Hongkong 
gives up trving, other shipping companies around the 
world will have shut up shop long before. Aside from the 
unnerving evidence that many other owners are doing just 
that, there are indications that some of the middle-echelon 
Hongkong companies are still managing to find good pieces 
of business. ü 
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A wealth of - 
exports, but not 
enough bottoms 


to put them in 


Malaysia is making more strenuous ef- 
forts than ever to build up its shipping 
fleet (as well as to strengthen its capa- 
city to service and man it). Indeed, the 
country's growing services deficit 
makes the task more urgent; the bulk of 
the M$6.4 billion (US$2.6 billion) drain 
du for freight and insurance payments from 
1980-83 went to seaborne transport of 
Malaysia's exports. But fiscal induce- 

: ments in recent budgets have still not 
achieved the desired effect. 

Malaysia still does not export as much of its own primary 
products — chiefly petroleum, palm oil, rubber, tin, 
hardwood timber and pepper — in its own flag-carriers as 
it would like to. For example, Malaysian ships carry less 
than 10% of the country's palm-oil exports, while less than 
5% of rubber goes to Europe in flag carriers. 

Data about the exact size of Malaysia's fleet is uncertain; 
the Transport Ministry estimated it at 620 vessels in 1983, 
including 35 owned by Malaysian International Ship ing 
Corp. (MISC), five owned by Perbadanan Nasional S ip- 
ping Line (PNSL) and seven Sabah Foundation ships 
mainly engaged in foreign trading. Sources therefore esti- 
mated the size of the purely domestic fleet as approaching 
550, many of them older ships: at the end of 1981, only 27% 
of Malaysian registered ships were less than 10 years old 
and more than 40% were older than 20 years. The number 
of Malaysian-registered ships has jumped about 50% since 
1980 because of Malaysia's cabotage policy, and by com- 
mon consent the domestic fleet is overtonnaged. 

The cabotage trade between East Malaysia and the 
peninsula was recently reinforced by a PNSL decision to 

beginoperatinga car and passen- 
ger ferry service between the East 
Coast of Peninsular Malaysia and 
the two Borneo states. Given the 
present administration's strong 
commitment tobuilding up Malay- 
sia's infrastructure first before 
surrendering any advantages to 
regional enterprises (its insistence 
on building up its own motor in- 
dustry is an example of this) any 
_Asean shipping line in the future 
will have to contend with strong- 
ly entrenched local interests. 
PNSL began separate opera- 
tions after incorporation on 29 
March 1982 as a wholly owned 
subsidiary of Perbadanan Na- 
sional (Pernas, the state-owned national corporation). Part 
of PNSL’s rationale hinges on the claim that MISC (also 
government-owned) has become too conference-oriented to 
play a role in actively redirecting sea carriage into Malay- 
sian ships. PNSL's five ships comprise two tankers and 
three bulk carriers. An order from Daewoo Shipyards in 
South Korea for two 64,000 dwt Panamax bulk carriers was 
discussed recently. PNSLis believed to beincurringoperat- 
ing losses despite its hold on such lucrative single-item 
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.— Asean project tulu and 
pigiron en passer 

MISC became a public 
company in November 1968. 
Its performance, in common 
with virtually all other car- 
riers, has been hurt by the in- 
ternational recession: its lin- 
ers, tankers, bulk carriers 
and chemical carriers have 
all run into problems caused 
by the market’s surplus ca- 
pacity and depressed freight 
volumes. The notional dis- 
tinction between PNSL's ob- 
jectives (ostensibly once-off 
specialist trade or domestic 





out priorities in the indu: 

and the current baci 
development plan envisages 
creation of a Ministry of 
Maritime Affairs, an aim sup- 
ported by government finan- 
cial institutions lending tothe 
industry. In January last year, 
the Malaysian Freight Book- 


ing Centre began operations, 
with government assistance: 
the centre seeks competitive 


consolidation and chartering. 
The government wants to see 
fewer shipping sub-agencies 
working to Singapore and has 


operations) and MISC’s MISC container ship: ‘hit by the recession. also urged export traders to 
global mandate does not =. quote cif rather than fob 
seem always to be observed; Deputy Minister in the Prime prices to lift use of Malaysian ships. As much as 90% of rub- 


Minister's Office Datuk James Ongkili frequently must ar- 
bitrate between the two state-owned operators. 

In the financial year ended 31 December 1983, MISC lost 
M$65 million despite a 35% rise in operating revenue 
(REVIEW, 16 Aug. '84). However, sources told the REVIEW 
that this loss (which followed a M$60 million plunge into 
the red in 1982) will not be repeated in the year just ended, 
a result due almost entirely to the LNG trade. MISC has 
five vessels (with two due for delivery this year) purpose- 
built to carry LNG to Japan and this has become a crucial 
source of profitability. One source in the Prime Minister's 
Department reckoned that the LNG carriers will soon con- 
tribute as much as “35-40%” of MISC revenues. 

The government recently established a National Ship- 


B 


builders to keep 
the home fleet growing 


ber is now sold fob. for example. 

At the demand level, the government has added succes- 
sive fiscal inducements which finally seem to be encourag- 
ing greater investment in shipping. With government en- 
couragement, various banks — such as Bank Kemajuan in 
Kuala Lumpur — provide finance for ship purchase and for 
construction of new vessels. Bank Kemajuan, which Is goy- 
ernment-owned, offers shipyard capital-expenditure 
loans, special ship-repair financing and bridging finance 
for shipyards. In addition, generous tax breaks now ens 
courage the use of all-Malaysian crews and entirely exempt 
Irom individual and corporate income tax all income de- 
rived from Malaysian-registered vessels 

Besides the public-sector operators, these inducements 


vice this fleet between the Gulf and 
the Far East have opened over the 
past three years in South Korea, the 
Philippines, Singapore and Dubai. 
Competition has become cut-throat. 

The Sabah shipyard at Labuan also 


freight rates through cargo- 


s well as boosting its shipping in- 

dustry, Malaysia is trying hard 
to increase shipbuilding and -re- 
pairing capacity. Several overseas 
consultant studies, including a report 
last year from International Maritime 
Organisation (IMO) experts examin- 
ing the country’s shipyard facilities, 
have been received. Many of the con- 
sultants’ recommendations will find 
their way into the government's In- 
dustrial Master Plan, scheduled for 
completion in June this year. 

The IMO experts looked at a ship- 
building and ship-repair industry 
which employs 4,000 people at two 
large, five medium and 20 small yards 
doing the only major intermediate- 
level engineered assembly work in 
Malaysia. These yards have gained 
from the shipping expansion occur- 
ring over the past 10 years, and the 
three largest — Malaysian Shipping 


and Engineering (MSE), Sabah Ship- | 


yard and the new naval yards at 


Lumut — alone have absorbed about | 


MS1 billion investment. 

The Malaysian Government owns 
78% of MSE, with 10% held by 
Sumitomo and 12% by Kuok 
Brothers and International Maritime 
Carriers, Among the smaller yards 
are Penang Shipyard Corp. (PSC — 
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which can take ships up to 8,000 dwt) 
and Hong Leong—Lurssen (a joint ven- 
ture with Lurssen Werft) which ser- 
vices high-speed patrol boats. 

But the commercial yards face keen 
competition from Singapore and, 
further afield, from the established 
Asian leaders, South Korea and 
Japan, now suffering acute over-ca- 
pacity and receiving government 
subsidies. One source estimated the 
cost of building ships in Malaysia as 
30% higher than in Japan because of 
higher material costs. However, 
labour costs, though the standard of 
workmanship is reckoned to be good, 
are considerably lower. Malaysia's 
yards rely on protection and depend 
almost entirely on imported materi- 
als and components. 


Du by IMO consultants as 
"by world standards a major 
marine shipyard," MSE opened in 1976 
. to drydock and service larger vessels | 


exclusively. 
But the oil-market slump occurring 


shortly thereafter hit the new M$200 | 


million facility badly, and it did re- 
portedly not have its first break-even 
vear until 1983. Not only has the num- 
ber of such large ships dropped off 
since 1979, but new drydocks to ser- 


has experienced large losses; built in 
1982 to service ships up to 8,000 dwt, 
it invested more than M$100 million 
in its first two years, but with disap- 
pointing returns. 

One consultant, US-based Interna- 
tional Maritime Associates Inc., has 
urged Malaysia to merge shipyards. 
"Controlled shrinkage in the indus- 
try base is required," its report says. 
The government is also examining 
ways for the industry to combine in 
seeking offshore engineered assem- 
bly work. 

Other boosts to shipyards would be 
a clampdown on poorly equipped and 
unsafe vessels; requiring all domestic 
trading ships to be built in Malaysia; 
a bar on importing second-hand ves- 
sels; informal arm-twisting to get 
Malaysia's primary commodity ex- 
porters to use Malaysian ships and 
shipyards, and abolition of duties on 
all ship construction and repair mat- 
erials. On the technical side, produc- 


| tion-module fabrication techniques 


need to be adopted by local yards. 
Meanwhile, the government is pro- 
ceeding to "privatise" some hitherto 
state-owned shipyards, such as the 
loss-plagued Limbungan Timur 
Shipyard in Trengganu (Review, 1 
Mar. '84). d 
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have helped entice Multi-Purpose Holdings (MPH), the 
publicly quoted corporate vehicle of the Malaysian Chinese 
EC aon, a major political party and a member of the 
ruling National Front coalition, into the business via its ac- 
quisition in late 1982 of Hongkong-based Promptshipping, 
which owned 35 bulk-carriers and liners. MPH, through its 
international trading arm Mulpha International Trading 
Corp., has begun to register some of these vessels in Malay- 
sia. Although it is tightlipped about future prospects, it ap- 
pears that Mulpha is concentrating on the bulk-export 


trade, with specific opportunities available for the China,‘ 


trade, | Es 

MPH faces strong resistance from PNSL in its attempts 
to enter specialised trades. Some of the Promptshipping 
vessels are of a type that PNSL has ordered from South Ko- 


_ rean shipyards, and past experience (as with an MPH stake 


in à major commercial bank) shows that MPH can expect 
stonewalling by some levels of government to its commer- 
cial plans. Its entry into the front ranks of Malaysian ship- 


owners — despite ostensibly strong encouragement to do so 





b 


— will be slow; PNSL will continue to have the inside track 
in landing government-influenced contracts. Oo 


INDONESIA 


A war on the 
First World 

that may be 
hard to win 


Indonesia's protectionist shipping po- 
_licy, announced in a presidential decree 
known as Kepres 18 in April 1982, pre- 
dictably drew fire from many trading 
partners, but most have since found 
sympathy for the government's drive to 
build a workable national maritime in- 
dustry. 

However, sources in shipping com- 
panies, cargo owners, and foreign em- 
bassies roundly criticise the implemen- 
tation of the policv by the Directorate of Sea Communica- 
tions (Seacoms) as arbitrary and capricious. They say the 
directorate's main vehicle for enforcing Kepres 18 — the 
granting or denial of on- and offloading permits (known as 
SKUs) — is used in a manner that makes a small mockery of 
the whole idea of a coherent, modern maritime sector. 
Many even doubt whether the way Kepres 18 is adminis- 
tered is actually beneficial t6 Indonesian lines, ports, and 
exporters. z 

Kepres 18 is a measure to help national lines earn more 
cargoes is the face of stiff compëtition abroad. The interna- 
tional shipping slump and protectionism in other countries 
forced the measure on the government, Indonesian officials 
claim, Following the Unctad code of conduct for liner con- 
ferences, Indonesia wanted what it considers a fair share of 
inbound and outbound cargoes — “If I buy something from 
you, I'd like to take it home myself. Is there anything wrong 
with that?” asks J. E. Habibie, director-general of Seacoms. 

To achieve this, Kepres 18 ordered that all government 
cargoes, including government commodity exports, im- 
ports under aid agreements, and government-controlled 
imports, should move on Indonesian flag-carrying vessels. 
But there are difficulties. The definition of what consti- 




















and they constitute much, if not most of Indor 
goes. For instance, Lube oil, an im 





also government controlled, do not. 

Another problem is the pressure to support the perpetu- 
ally money-losing state owned Djakarta Lloyd, which in 
the early 1980s built several ships of the wrong type and 
wrong size for planned routes that did not work. Many of 
allegedly arbitrary steps Seacoms has taken regarding 
foreign lines seem related to one-off opportunities for 
Djakarta Lloyd to make a quick, easy dollar. 

Implementation of Kepres 18 is linked closely to the mas- 
sive Maritime Sector Development Plan (MSDP), a com- 
prehensive programme to build a system of gateway and 
feeder ports and 
develop Indonesian 
lines employing 
vessels built in In- 
donesia shipyards. 
The ultimate con- 
cept is that foreign 
vessels will call only 
at the four gateway 
ports, Tanjungpriok 
(Jakarta), Belawan 
(Medan), Surabaya 
and Ujung Pan- 
dang. Cargo ship- 
ped between the 
gateways and the 
40 lesser ports 
would be handled 
exclusively by In- 
donesian vessels, 
except in the case 
of cargoes for 
Asean nations. 

The plan has its 
detractors, how- 
ever. Whatever its 
merits, the decline 
of oil income to the 
country is slowing 
it down, and only 
some detailed 
studies are under way. One of the first priorities, construc- 
tion of container terminals in the four gateways, has re- 
sulted so far only in the opening of Tanjungpriok's con- 
tainer terminal, a respectably modern container facility 
Surabaya, though it has new container cranes, still relies on 
old wharves. and the others are not even that fai 

Kepres 18 has achieved mixed results. Objecting strenu- 
ously, Japan and the United States, which provide the bulk 
of Indonesia's aid cargoes, pointed out their own laws and 
aid-contract clauses, which were contradictory to the In- 
donesian policy. After extensive talks the Japanese and 
Americans both reportedly agreed verbally to try to imple- 
ment the 50:50 principle. In Japan's case, there already 
existed the Indonesia-Japan liner conference which in 
principle split cargoes 43:43:14, the small figure reserved 
for cross-traders. According to Japanese shippers, the fig- 
ure remains close to this ideal. 

The inability of the two Indonesian lines on the US trade, 
Djakarta and Trikora Lloyd, to compete actively or accept 
strict American cargo laws has meant that the US trade re- 
mains dominated by American and third-country lines. 
Djakarta Lloyd pulled its two vessels from the service in 
early 1984, and has not operated a scheduled service 
since, though it has chartered in vessels for one-off ship- 
ments. 

Late in 1983, Seacoms pursued Kepres 18 implementa- 
tion actively, going after Hapag Lloyd of West Germany, 
two French lines and an Italian line, as well as some East 
European trampers. Hapag Lloyd, which wanted to re- 
taliate by denying Indonesian lines access to West German 
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ports, was harassed by SKU denials until Bonn agre 
to resist the Kepres 18 policy. One French line, CGM, 
denied SKUs for the first half of 1984. 





been achieved in the conferences. The European 
conference, closed to cross-traders, puts roughly 
50% of all cargo on Indonesian flag-carriers. But sources 
say that CGM and the other French member, Chargeurs 
Reunis, are carrying more than 50% government cargo. 
Habibie told the REVIEW an even split, whether total cargo 
is 10% or 90% government, is acceptable. In return for their 
compliance, certain lines have even been granted annual 
SKUs. Hapag Lloyd has one as well as American flag lines. 
“They are afraid to mess with the US,” complains one 
European shipper. 

Except for the 
American service, 
Kepres 18 and other 
moves have some- 
what strengthened 
the Indonesian 
lines. For the 
Europe and Japan 
conferences, two 
Indonesian joint 
cargo groups were 
formed in 1984, 
Djasagetri and 
Djasagetrikal res- 
pectively. These 
groups represent 
all Indonesian lines 
involved in the 
particular confer- 
ence and operate 
sole-agent offices 
for them. They help 
regulate rates, sub- 
ject to rebates as 
high as 50% a few 
years back, and 
systematise sail- 
ings, a traditional 
problem for the In- 
donesians. 

The flag-carriers face a situation in which cargo has not 
grown overall, and government-project cargoes fell off 
sharply after the government delayed and cancelled some 
US$20 billion in projects in early 1983. All say the formation 
of the two Indonesian groups helped cut average rebates by 
half and controlled the involvement of conference outsiders. 
But fighting this rate stabilisation are Indonesian exporters. 
They argue vehemently that the higher rates are killing 
their products' competitiveness at a time when the govern- 
ment is pushing them to bring in more foreign exchange. 

Another important step was the banning of trampers, 
which Habibie announced last November. Trampers had 
been harassed by SKU delays which resulted in extremely 
inflated port costs. An attack on the port charges by the 
Bimco shipping consultative organisation in early January 
referred specifically to the problems of several trampers 
who were charged enough to make them avoid Indonesia in 
the future. For regular lines calling on Indonesia, port costs 
are manageable though somewhat higher than in compara- 
ble ports in the region. 

The tightening of conferences has cut down the "dump- 
ing" rates charged by underemployed East European ves- 
sels as well, again resulting in rate support. 

The foreign lines regularly calling on Indonesia say they 
understand these rules, and sympathise with Jakarta's ef- 
forts. Yet most do not yet have an annual SKU, and com- 
plain that getting one for each ship entering Indonesia is 
often extremely difficult, whatever the cargo. In talks with 
a dozen companies, all reflected the capriciousness of dol- 
ing out SKUs as the reason for their reluctance to speak to 


N ow, shipping companies say, a rough balance has 





WENDY FORDYCE 


FAR EASTERN ECONOMIC REVIEW e 14 FEBRUARY 1985 












that there is no set procedure for getting an SKU, and that 
even with pure commercial cargo sometimes they must 
wait until after the ship has arrived. Habibie insists that 
regular conference members should have no problems with 
SKUs except with government cargoes. But foreign ship- 
ping representatives allege that this is not the case 
Seacoms has other targets, as well, but implementation 
of the policy is again inconsistent. Some companies which 
charter vessels instead of owning their own have SKU 
problems while others do not. Hoegh Lines of Norway was 
inexplicably banned from three Sumatra ports recently, 
despite the company's involvement in Indonesia for 20 
years. Neither Hoegh nor the Norwegian Embassy would 
comment on the problem. But other lines feel Hoegh is à 
good target for two reasons: it is a cross-trader on the US 
service, thus not particularly important to the US Govern- 
ment, and it calls on feeder ports as well as gateways. 
Nevertheless, Seacoms allows Maersk Lines to function 
as a cross-trader in the Japan trade, and it allows several 
lines, including Hapag Lloyd and Lykes Lines to call at the 
Sumatra feeder ports. Habibie denied inconsistencies, but 
could not say why one line was banned from the ports while 
another was not. oO 


Doing things the 
hard way means 


fewer ships 
come calling 


Indian shipping ¢laims to have survived 
the decade-long|recession in the indus- 
try without much damage and with little 
assistance from the state. Its general 
viability is not iri question, the industry 
says. But with continuous operations 
losses, almost every company is facing 
acute liquidity problems, cannot meet 
capital-repayment obligations and 
therefore needs assistance to overcome 
the financial crisis 

Of the 69 Indian shipping companies, 11 major ones (in- 
cluding two owned by the state) account for 90% of the na- 
tion’s tonnage. Together they lost Rs 1.069 billion 
(US$89.08 million) in 1982-83 and Rs 1.5 billion in 1983-84. 
The continuous losses have wiped put the capital and re- 
serves of some of the smaller companies. It is an under- 
capitalised industry with an equity base of only about Rs 
2.3 billion and borrowings in excess of Rs 15 billion. The 
average debt-equity ratio is unviable. This is largely due to 
poor planning and the resultant haphazard growth. 

M. R. Krishna, chairman of the National Shipping Board, 
an advisory body set up by the government, feels an in- 
depth review of the industry is a necessity. The board has 
suggested the merging of some of the smaller companies, 
but it is for the government to announce any incentives for 
such a move. Meanwhile, the larger companies have been 
pleading for permission to diversify into allied and non-al- 
lied fields without loss of financial assistance under a gov- 
ernment scheme for ship acquisition. It is pointed out that 
multi-activity companies have fared better than those en- 
gaged exclusively in shipping 

The shipping industry has also asked for working capital 
on concessional terms from banks (95% of the banking in- 
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dustry is state-owned). The plea is that without financial 


assistance the companies cannot recover — and that other 


— industries (such as cotton and sugar) are getting working 


capital at concessional interest rates. But this request has 
been turned d@wn 

Another plea of the industry is for a moratorium on re- 
payment obligations to the government that cannot be met. 
The Shipping Development Fund Committee (SDFC), set 
up by the government in 1959, has so far disbursed soft 
loans totalling Rs 27.5 billion to Shipping companies for ac- 
quisition of tonnage. (The rate of interest is 6.75% for ac- 
owes of Indian ships and 7.5% for foreign ships.) Of this 

14.25 billion is outstanding but only Rs 2.25 million is 
due for repayment. 

The industry wants rescheduling of the loans and further 
assistance. The government has taken a pragmatic view of 
defaulters and has so far not taken any precipitate penal 
action pending a final decision on the industry's plea. But 
the industry has been clearly told that the question of 
further assistance can be considered only after the viability 
of each company is established through a study being made 
by the shipping and finance ministers. 

The industry has tried to make a case 
for continued assistance, pleading that 
the fleet is obsolete and ships need to 
be replaced. The fleet was about 6.14 
millien grt in mid-1984 and about 0.97 
million grt was on order. But 19% of 
the tonnage was more than 20 years 
old, another 19% 15-19 years old, and 
more than 25% 10-14 years old. Sev- 






tainers cannot handie large bulk. carriers or cellular ships 
because of shallow waters. So most container ships on the 
Japan-Europe routes call at Singapore or Colombo and 
feeder vessels serve India from those ports. And what little 
direct container traffic there is has been grabbed by foreign 
shipping companies offering full-fledged containerised 
services because Indian lines do not have container ships. 
Two companies have tried chartering and found it unre- 
munerative. 

Only 13% of India's cargo is containerised though the 
seventh five-year plan recommends raising this to 50% and 
some think even 70-80% containerisation is technically 
feasible and economically viable in the specially desig- 
nated container ports of Bombay, Calcutta/Haldia, and the 
southern ports of Madras and Cochin. Madras is the only 
port with a full-fledged container terminal and is being 
specially nurtured for the role of a container port to entice 
foreign ships to skip Colombo 

But Colombo is without doubt a better container port in 
terms of infrastructure and handling charges. Charges at 
Indian ports are abnormally high. The cost of handling of a 
20 ft container in Bombay is US$350, in Calcutta, and 


a 


eral of the ships (about 1.5 million grt) f |r MEAT ee we 
would have to be replaced by modern, | pesi (aum EC d ——T 
fuel-efficient ships and container | gos SS 


ships during the next five years. 

The government has asked the com- 
panies for details of the vessels to be 
scrapped and the types of loans each 
company has taken from the govern- 
ment and the banks. The government 
will decide on the viability of each 
company arid the amount and nature of 
assistance each will get. But it has been 
made clear that no company defaulting 
on SDFC borrowing will get further 
assistance. 


he industry has also been lobby- 
T: for a change in the govern- 

ment’s restrictive and protec- 
tionist attitude to acquisition of ships. Not only has every 
acquisition and sale to be cleared by the government; what 
is known as the pari passu clause requires that companies 
acquiring ships abroad have to place orders of an equiva- 
lent tonnage in yards at home. Indian prices are most un- 
competitive (almost double the international prices even 
after discounting soft-loan benefits). 

The government has indicated that the pari passu condi- 
tion will be reviewed. Meanwhile, it has been showing a 
measure of pragmatism in enforcing it, especially when it 
comes to Indian companies acquiring specialised vessels 
such as tankers, edible-oil and chemical carriers, container 
ships and third-generation cellular container vessels. It has 
also been less rigid about bulk carriers. The state-owned 
Shipping Corp. of India has placed orders with Daewoo of 
South Korea for 12 bulk carriers. Recently the government 
cleared the oil tonnage acquisition proposals of five com- 
panies, and edible-oil and chemical carriers of two com- 
panies. More proposals are being processed. India used to 
look to European yards (especially Yugoslavia) for foreign- 
built ships but the preference is now shifting to South Ko- 
rean yards. 

India accepted in principle the development of con- 
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Cochin about U S$400 ut: as low as US$50 at Colombo 
and US$60 at Hongkong — two examples of developing- 
country ports which have built up extensive container 
facilities largely due to the policies they have pursued. 
There, stuffing and destuffing of containers is done at the 
production or despatch points and the containers are 
loaded at the ports. But in India, the stuffing and destuff- 
ing is done at the ports themselves. Indeed the present pro- 
cedure at Indian ports defeats the very purpose of con- 
tainerisation. 

Another handicap is that foreign ships are not allowed to 
take containers from other Indian ports to Madras for 
transshipment. Under India's coastal reservation policy, 
cargo from one Indian port to another can be carried 
only by Indian vessels. So foreign ships picking up con- 
tainers from Indian ports head for Colombo, avoiding Mad- 
ras. 

So it is not merely a matter of acquiring container ships 
and developing the infrastructure for container traffic at 
Indian ports. Handling charges at the ports should be com- 
petitive and the qualitv and the price of services by Indian 
ships must be right and competitive if container traffic is to 


grow. 0 
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“My beloved country 

Philippines is your name 

Pearl of the Orient 

Blest with unblemished 
beauty 

But alas! robbed of your 
longed-for freedom 

Always weeping in poverty ars 
pain. 

My country, the Philippines 

Land of gold and flowers 

Love has given her grace and | 
tranquillity 

And her radiance and loveliness 
drew rapacious foreigners 

My country, they have 
imprisoned you 

Thrown you into sorrow and 

despair. 








THE ANTHEM OF PROTEST 





CHORUS: Even birds who 
freely fly 

When caged will struggle to 
escape 

What more of a country 
endowed with nobility 

The Philippines, my cherished 
land 

My home of sorrow and tears 

Always I dream to see you truly 
free. 

How lovely it is to live in one’s 
native land 

If there is no slavery and 
freedom reigns supreme 

A people who are now oppressed 

In the morrow shall stand up 

The east will turn a fiery crimson 

And mark the dawn of freedom.” 


songs of dissent and 
the music of agitation 


By Vida Mayne in Manila 


eR political movement gives 
birth to a corollary cultural up- 


heaval” reads the introduction to a 
book of songs by political prisoners in 
the Philippines. Indeed, though the di- 
visiveness of the opposition in the 
Philippines is often decried, it has at 
least spawned a musical counter-cul- 
ture of equal diversity. 


Rebels and political prisoners have | 


written and sung songs for decades. 
But the assassination of opposition 
leader Benigno Aquino in August 1983 
has brought many new songs and sing- 
ers to the fore. Now it is fashionable 
for every top Manila band to have at 
least one or two politically inspired 
tunes ready to be aired. 

The recent controversy over censor- 
ship of the song Bayan Ko from direct- 
or Lino Brocka's latest film accen- 
tuates official nervousness over new 
types of cultural expression. The man 
who has helped make Bayan Ko a ral- 
lving cry to oppositionists everywhere, 
Freddie Aguilar, said that the Philip- 
pines "is the only country where they 
can define a song as subversive." 

But political music does not just 
mean anti-government. The ruling 
Kilusang Bagong Lipunan (KBL) 
party has long used the pulling power 
and community feel of music to reach 
and collect supporters. Songs ex- 
E the virtues of the New Socie- 
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Aquino rally: growing movement of protest. 


ty are required adjuncts to any flag 
ceremonies or similar occasions in 
schools and universities. In the early 























days of martial law the radio played | 
KBL songs daily. Bagong Lipunan | 


(New Society) has been aired to the 
point of sounding like a commercial 
jingle. Other favourites are Mabuhay 
ang Filipino or Long Live the Philip- 


pines, and Ako ay Pilipino (I am a | 


Filipino). 

It is not difficult to find the 
roots of many current political songs. 
The Filipino resistance to American 
colonialism’ at the turn of the century 
inspired songs of nationalism as did 


the Japanese occupation during World — 
War II. The fastest recorded growth of — 
protest music was during the ear 
1970s — the period of widespread ac- 
tivism which overflowed from univer-- 
sity compuses prior to martial law, 7 : 
known as the First Quarter Storm. 

Awit Ng Pakikibaka, (Song of the — 
Struggle), was written after the stu- — 
dent barricading of the state-run Uni- 
versity of the Philippines and mourns — 
the death of Pastor Mesina, a college — 
freshman who was among 
thousands at the nine-day price 
February 1971. Babaing Walang Ki 
(Oppressed Women, Unite and Fight), 
was written in 1940 during guer Magee 
sistance to Japan, but gained wide cur 2 
rency during the feminist upsurge af 7) 
the 1960s and 1970s 

From the 1970s to the present day, 
political prisoners have kept up their ` 
spirits with music. Pandaigdigang — 
Kapatiran, a translation of Because — 
All Men are Brothers, was sung by de- — 
tainees at Fort Bonifacio in 1977 to 
stress what thev as the inter-- | 
nationalism of their fight against in- 
justice. 

Indicative either of the popular mass | r} 
base of the opposition orof clever man- 
ipulation of common cultural roots, is ^7 
the habit of adopting traditional folk — 
songs and adapting them to make room — 
for politics. Words are changed and the — 
rhythm made more aggressive While - 
the original may 
sing of a trapped | 
bird resorting to 
tears, a post- mar-: ai 
tial law version will 4 
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Saw 


have the bird - 

struggling be — 

free. 4 
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F^ a bible of © 
radical senti- 
ment, the 1981 col- — 
lection of songs 
under the title. 
Ibong Malaya (A | 
Free Bird) is a good — 
starting point [ 
Since the Aquino 
assassination, sales- 
of the cassette tapes 
and the book of accompanying transla- - 
tions have rocketed. Groups of support- 
ers of the Philippine opposition over- 
seas sell the music both to politicise ` 
and to raise funds. Songs from the col- 
lection have become a regular part of 
many mass protests, being played over 
loudspeakers or memorised by par- 
ticipants in the nationwide "Long 
March" demonstrations to promotethe 
boycott of the May general elections — 
last year. 

The two most popular songs of this 
collection are Huwad na Kalayaan and 
Bayan Ko. The first of these sings of 
empty freedom: “Can there be freedom | 
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^ E. 
E - Bayan Ko is now the 
. opposition anthem. Dat- 
N ing from the Philippine- 
American war, its impact 
s far-reaching. Waiters 
in Semen ain restau- 
ints will look askance ifa 
pr ovocative dinner guest 
s the strolling players 
ie joperform Bayan Ko. Re- 
ce it versions of the song 
f ature slightly different 
sh ‘ics. Instead of an op- 
ed people who “in the 
m orrow shall stand up,’ 
tł hey sing now of a people 
M "shall fight." 
Less widely known is another collec- 
of songs named Unang Bolyum 
(S Songs of the Philippine Revolution). 
T ese were recorded in a Manila studio 
but the singers are all communist 
‘New People's Army guerillas. In keep- 
ene with a mobile lifestyle, the ac- 
companiment is just guitar and flute. 
"The songs, of fighting for liberation, 
fr iends lost in battle and the justice of 
th eir mission, often have roots in the 
‘folk music of various areas. They are 
'ecorded in a variety of languages, re- 
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3y lan Buruma in Manila 


philippine film director Lino Brocka 
f is internationally famous. He is the 
only Filipino to have ‘had his films 
shown in the official competition at the 
Cz nes Film Festival. His latest film, 
Bayan Ko: Kapit Sa Patalim, a Philip- 
_pine-French co-production, was 
shown there last year, and it also won 
the British Film Institute's Best Pic- 
t eof the Year award. 

Bayan Ko, as the film is called 
abroad, has yet to be shown in the 
Philippines. The Board of Review for 
Motion Pictures and Television 
 (BRMPT), headed by Maria Kalaw 
— Katigbak, has insisted on several cuts. 
. After the film-makers tried to make a 
test case out of it — demanding the 
- right for the film to be shown without 
conditions — the BRMPT, perhaps 
- wanting to avoid a showdown in which 
the film-makers could score political 
points, gave in on the cuts but still in- 
ed on an "adults only" classifica- 
tion, a condition to which the film- 
= makers also object. 

Meanwhile, Brocka was arrested on 
28 January at a jeepney drivers' strike 
in Manila and charged with incitement 
to sedition, a capital offence in the 
Philippines. Bail was not allowed and 


D 
Aquilar: undoubted leader. 


- 
^ € ew Iloca ho and other | 


regions. Mus 1ymns 
: $ perforth the Pane in- 
spirational and educa- 
tional function for 
fighters in the Moro 
National Liberation 
Front. 


he popularity of street 

theatre, with music 
at its core, has grown 
with ' the increase in 
demonstrations since the 
Aquino murder. Often 
a group of artists will 
emerge from a crowd at 
a rally, perform a skit 
or full-blown play and 
merge back into the 
throng of demonstrators. 

One street theatre group, Tambisan 
Sa Sining, has arranged and per- 
formed a play about the genesis of 
popular music in the Philippines. Aim- 
ing to question the use of popular cul- 
ture to generate feelings of compla- 
cency, the group began their aural his- 
tory with romantic Western songs such 
as Blue Moon and Moonlight 
Serenade, contrasting them with slides 
of the actual conditions of reces- 
sion, hunger and unemployment at the 


Brocka and the controversial 
Im element of opposition 


his jailing presented dramatic “photo 
opportunities” with the famous direct- 
or peering indignantly through iron 
bars, an image prominently displayed 
on the front pages of Manila's daily 
newspapers. 

Brocka, together with other Philip- 
pine artists, has played a vocal role in | 
the opposition 
movement, espe- 
cially since the . 
assassination in 
August 1983 of 
opposition leader 
Benigno Aquino. ' 
He was one of the 
major organisers 
of protest rallies 
when they were 
at their height in 
1983, and he still 
makes speeches 
around the coun- 
try (the occasion 
of his arrest was » 
one of the few 
times he had kept 
his mouth firmly 
shut). Although ` 
not a major poli-- 
tical figure — he 


has. 


‘poems is 





er ACO ura ge d. utt ing Do li 1 ical. 
music. One xal fle is the 
ders of labour leader and National 
Artist of the 1950s, Amado Hernandos. 
His poem, Kung tuyo Na Ang Luha Mo 
Aking Bayan is now sung at gather- 
ings. Part of it reads: “A day will come 
when it will no longer be tears that 
flow from your eyes but fire — fire 
which is the colour of blood. And then 
your blood will boil. Then you will 
come out with a great cry amidst 
torches of fire. And your age-old 
chains will be broken,” 

Bizarre uses of Western songs are 
how apparent, the most obvious exam- 
ple being the popularity of Tiea Yellow 
Ribbon Round the Old Oak Tree since 
the Aquino event, due to the adoption 
by his followers and Liberal Party of 
the colour yellow. The theme song from 
the film Man of La Mancha (about Don 
Quixote), Impossible Dream, can 
sometimes be heard too. More under- 
standable are songs such as We shall 
not be Moved and other anthems from 
the 1960s. 

For any performing artist in the 
Philippines, the events of 21 August 
1983 have given cause for thought. At 
the more commercial end of the spec- 
trum there are groups such as the Apo 
Hiking Society, a three-man group 







would not want to be one — he is an 
irritant to the government, particu- 
larly as he is well known abroad, where 
he acts as a kind of cultural ambas- 
sador for the opposition. 

Brocka calls the Philippine censors 
“arbitrary, capricious and unreasona- 
ble.” He has a point. His film was pre- 
ceded last year by one entitled Sister 
Stella L., directed by Mike de Leon, 
and written by Jose Lacaba, who also 
wrote the script for Bayan Ko. The po- 
litical message of Sister Stella L. is 
much more direct, and cleverly subver- 
sive. 

It is a simple story of a rather speedy 
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pl iss a ,en or. 
E in : : und Becks ‘tin 
act. Back in 1974 «es 
played at a rally decrying 
the then recent imposi- 
tion of martial law. They 
also sang in prisons to 
political detainees, a few 
of whom are actually 
close relatives of the 
group members. 

"Individually we 
wanted to get out there 
and start making state- 
ments," says Jim Paredes 
of the assassination. 
"Butasa group we didn't 
want to. So we've written 
two songs — Prisoner's 
Lament and Brother, 
Sister, Mother, Father — 
because they were good songs, not be- 
cause they were political songs." The 
three men note that there is now an ele- 
ment of commercial opportunism 
among some artists: "A lot of the 
time people ask us to sing Bayan 
Ko, but we never do. We think it's 
a cheap shot for us, it doesn't fit our 
image.” 

Nonetheless, their latest album: is 
full of Ninoy (as Aquino is affection- 
ately known). Titled Feet on the 
Ground, the cover looks like a direct 


conversion — or “conscientization” as 
Philippine radicals like to call it. — 
of a young nun with a liberal social 
conscience into a radical labour union 
activist. It ends with the nun on a soap- 
box, making a heated speech to the 
workers, her raised fist punching the 
air. The gist of her message is: “If Jesus 
Christ were alive, he would be here 
with us." 


Fo those inclined to distrust fiery 
orators speaking to a mass of raised 
fists, it offers a somewhat chilling 
spectacle. But, the fact that the nun- 


|Gonzaies: ‘determined. — 


| home, he knows his popularity has 
| 


"s sym 50 sf T^ afe: y 
$ Aquino’ s assassination, 
5 with references to all the 


characters involved. 


Oo politicised is the 

listening public in the 
Philippines now that 
even a perfectly innocu- 
ous song about a man's 
love for his girlfriend 
can be misinterpreted. 
Apo Hiking Society's hit 





Anna was just this, 
but some people took 
the name to stand 
for “A New Ninoy | 
Aquino.” 
-" i 1n the commercial. | 
a field, the undoubted | 


leader of politicised music is 32-year- 
old Aquilar. He made waves around | 
Asia with his hit song Anak and the 
more recent Magdalena album. At 


grown since the assassination, as he 
was. the first singer publicly to make 
Bayan Ko into a political statement. 


| Aguilar has often had trouble getting 





his message across since, according to 
him, almost all managers like to edit | 
his songs. Beyond mere censorship, 
Aguilar claims to have been offered 


Santos — one of the most popular 
melodrama stars — is bound to be ef- 
fective with Philippine audiences. Ac- 
cording to one enthusiastic filmgoer 

"it was just like going to the rallies. I 
felt like cheering her on." In this re- 
spect the film is an accurate reflection 
of the atmosphere in post-Aquino 
Manila. 

Bayan Ko is not an especially subtle 
film, but it is not simply agitprop 
either. It is a tvpical Brocka film, both 
stylistically and as far as the content is 
concerned. The form is that of a well- 





| crafted melodrama. Lacaba points out | 


turned-activist is played by Wilma | thatthisis what Filipinos expect in the 
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He says that if he consented to write - 
"nice songs" instead of his usual pre 
opposition music he would be paid - 
handsomely and offered free travel 
around the world. p 

Instead of accepting such offers, ne | 
has linked up with well-known record- 
ing agent, Jose Mari Gonzales, who ds? 
determined to see the emergence of 
powerful Filipino music internation 
ally. Although the idea of setting up 
new record label to do this had been o 
Gonzales’ mind for a few years, it was 
not until after Aquino's murder that he 























































felt the mood was ripe for his “G 
Records" company. Aguilars third 
album, now in the works, 


Is un- 
* La » ." " dio " ~4 TE 
ashamedly a message album 
: . 1 - 
The tendency to burst into song does 
not alw ays help the singer's cause. The 
rally on 27 November last year, held to- 
commemorate Aquino's birthday, was 
planned as a carnival and featured" 
steady stream of musicians. To so 
observers however. the cultural or 
emotional event diminished the politi- 
cal me ssage If what was happe ning in, 
this country right now was happenir F 
somewhere else, comments Gonzale 
éi » i 4 
we would have had fighting nd 
bloodshed on the streets. Instead the 
IS music. " 










cinema and pne has to stick to such 
forms to reath a wide audience. The 
story is similar to earlier films made by ~ 
Brocka and ser ipted by Lacaba 
A young man from the countryside 
tries to make it in the oig city and fails. 


All the usual dice xploitative e m A 
ployers, prohibitive medical care, vio- 
lent criminals and so on are loaded | 


against him, forcing him to vent his 
long bottled-up frustration in a v iolent 
climax. This was the pattern also of 
Brocka's most famous film, Manila in — 
the Claws of Darkness, according to 
many his best work. The differen 
this time is his attempt to link the by à 
young man to the: 





of the 
| post-Aquino demonstra- 
^K tion culture (for that 18^ 

"" | what it is, a culture Ew 
mS = . £a. 008 

on politics). Throughout. 

the film we see street dem- ^ 
onstrations and thé oppo- | 
sition anthem, Bayan Ko, - 
is heard several times, not- - 
ably during the credit ti- - 
tles at the end 

Tosay that this is simply 
pandering to current fash- 
ion misses the point: post- 
Aquino sy Is 85 
much a part of Philippine 
urban life as long hair and - 
the Beatles were in Britain 
during the 1960s. The cen- 
sors are particularly upset — 
about this, however. The 
cuts they wanted were the 
song at the end — not in | 
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C ong "tend to undennide. the. faith 
confidence of the people in their 
onde. and in duly constituted 






























































; aiia iheir SONS atin- 
1» film-festival audiences, 
iment censors are even more 
"aware of prying 


South 1 Korea, among other 
es, the Philippine Government 
to allow export of films show- 
ects of life which are thought to 
badly on the nation. This is why 
‘terpiece, such as Ishmael Ber- 
Manila by Night, has never been 
d; modern Manila is not sup- 
.to have poverty, prostitution 
olent crime. 


ident Ferdinand Marcos' wife, 
elda, is said to feel especially 
y about this. She expressed the 
n that Brocka's films are wrong 


‘ilipinos are not poor, they are 
rich in spirit." Several years ago 
ld Philippine film-makers to 
the richness and sensuality of na- 
ure to foreigners, resulting i ina 
films featuring sensuous na- 
praying to exotic gods, a bit like 
alveteen kitsch art displayed in 
tourist shops. 

re remains the question of why 
a's film has had such trouble, 
Sister Stella L. passed the cen- 
rocka ascribes it to personal 
s. against him. In a country 
almost everything is personal, 
iy well be so. But Lacaba has a 
nteresting explanation. Sister 
la L. came out before Brocka's film 
time when the demonstrations 
still putting the government on 
defensive. 


Aquino movement, creating the 
portunity for the government. to 
k down. This has been effective, 
even if the film is finally shown, 
yutors, according to Brocka, will 
ff ciently intimidated not to give 

v play. It will also be more dif- 
to generate’ sim Mar films in the 





roéka's- arrest was- reviewed’ and 
the time you read this he may 
zell be free. He is. already t alking 
bout turning his jail experience into 
“new film. This, if it is made, will 
ardly present an image of the Philip- 
ines which the government would 


ayan Ko was released during a ill 


public librari y 
-through> the d 


Seven Years in Tibet B Heintich Harrer. 
Granada Publications. Pape rback 
£4.95 (US$5.50). - 

Return to Tibet by Heinrich Harrer. 
. Weidenfeld and Nicholson. Hardback 
£9.95. 


Ithough the name of the Austrian 
mountaineer and explorer Hein- 
rich Harrer is closely linked with the 


modern history of Tibet, he and his. 


friend, Peter Aufschnaiter, also will be 
remembered for undertaking one of 
the most famous escapes in history. At 
the outbreak of World War II, Harrer 
was visiting India with the intention of 
conquering the 25,000 ft Nanga Parbat 
mountain in the Himalayas. 

Since Austria at that time was part 
of Hitler's greater Germany, he was 
considered by the British authorities to 
be an enemy and was arrested and in- 
terned as a. PoW in Dehra Dun, in 


northern India. Together with his fel- 
low prisoner Aufschnaiter he suc- 
ceeded in escaping. 


Their plan was to join the Japanese 
forces in China — a daring escape which 
was to: take them through some of the 
tinhospitable regions of the world: 
-Himalayas and the desolate 
Changtang plateau in the north. of 
Tibet. 

His first book, Seven years in: Tibet, 
deals with this period and the years. of 
his stay in Tibet until 1951, when the 
Chinese People's Liber ation. Army 
| in and destroyed his and. the 
etans' dreams of indeperidence. He 
began writing this book shortly after 
leaving his new home and it is one. 
the few accounts of life in Tibet. prior! 
the Chinese takeover. ] j 

His book clearly proves that the 
Dalai Lama, and a considerable 
number of Tibetan officials wanted to 
change the theocratic society into a 
more modern state. But for them this 
had to be a slow change to prevent a 
possible upheaval coming from con- 
servative monks. China, however, 
wanted to contr ol Tibet for obvious 
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SOCIOLOGY 


More than just a dn of work - 


The Chinese Hospital: A Socialist 
Work Unit by Gail E. Henderson and | 
Myron S. Cohen. Yale Peu Press. 
US$22.50. 


danwei is a person's "work unit" 

in China. Danwei, however, is 

charged with connotations that go far 
beyond that bland translation. 

The organisation of virtually all 

urban workers into danwei began as 

part of a svstem to control the flow of 


population from the countryside into. 


the crowded cities and to develop ara- 


tional method of job allocation, It has 
- evolved, however, to serve a host of po- 
. litical, economic and social functions. ' 


The danwei assigns housing and pro- 


creases or promotions, the danwei is 
the unimpeachable arbiter. Access to 
medical services is arranged by the 
danwei. Applications to take. college 
entrance exams must be scrutinised by 
the danwei. It grants — or denies 
permission to change jobs, travel, geta 
hotel room, take leave of absence, 
marry, divorce or haye a baby. 

An American à | 
China recently w 
that a request 









ior travelling in. 
astonished to find. 
w a book from a. 


i 
| 
| 
i 
i 
H 
| 
i 


“vides ration cards for rice, cooking oil t 
and cloth: When: it comes to salary in- | 


d Sed struck t 


Hospital m i 
cellent study the ove erarching impor- 


ihose in the danwei. 


valid reasons. The personnel section of 
each danwei maintains a secret dossier 
on its employees; “secret” means that 
the subject of the dossier is not entitled 
to know its contents or sources. The 
> dossier, with information on the work 
habits, political reliability, associa- 


tions and family background of the 
worker, can make or break careers. | 
Henderson and Cohen, professors of- 
sociology and medicine respectively, 
man mne most ofa a rare S to 
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tance of the work unit in the practice of 
medicine and.in the daily lives of all 
The work unit, 
they conclude, "serves as the locus of 
political. activity, government surveil- 
lance, and communication both from 
the regime to its citizens and from citi- 
zens to their leaders." 

The authors write that they were ini- 
the regimentation of 
s' and patients’ lives 
regulations, von 
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reasons. Tibet.was to be reshaped into 
a modern workers’ paradise. 

Harrer's description of this new so- 
ciety comes in his latest book, Return 
to Tibet, describing a visit in 1982 to 
Lhasa, Gyantse and Shigatse. This is a 
much more interesting book. As he is 
an expert on Tibetan culture it was 


very difficult for the Chinese au- 
thorities. to fool him with their 
“Potemkin villages," as he calls the 
stage-managed visits to those towns. A 
good example of this is his dis- 


| covery that the repairs done to the 





partly destroyed Sera monastery were 
only carried out when tourists were 
present. 

It is a sad book vividly recalling the 
massive destruction carried out by the 
Chinese, It is also, however, a hearten- 
ing book as it clearly demonstrates the 


determination of the majority of Tibe- | 
tans to stick to their own way of life, | 
and the problems and even desperation | 


Chinese rulers face when confronted 
with the unwilling Tibetans, 

Both books suffer from the tendency 
to portray Tibet before 1951 as a Shan- 


gri-La, a paradise on earth. As a num- | 


ber of serious observers have pointed 


| out, the policies carried out by some 





monasteries in certain periods had 


| very little to do with religion and much 


with greed, causing untold suffering to 
the peasant population. One only has 
to read the official biography of the 
13th Dalai Lama, Thubten Gyatso, to 
have this confirmed by the Tibetans 
themselves. — WILLY van DAMME 


difficult to rebuff when so much of the | practices and those in other countries. 


members' lives is dependent on the de- 
cisions of the danwei and its leader. 

The lack of alternatives increases the 
dependence of the workers on the in- 
stitution. At the same time, Henderson 
and Cohen argue, the danwei's author- 
ity may not be as oppressive as it first 
appears. "Unless the individual trans- 
gresses against the regime, control 
often remains passive," they write. 

Also working to mitigate some of the 
oppressive character of the danwei 
system are certain mechanisms for 
facilitating feedback from the danwei 
members to their leaders. Authorities 
recognise that the successful function- 
ing of an institution, such as a hospital, 
is best assured by gaining the active 
support and cooperation of the rank- 
and-file members. 


hile the system encourages formal 

participation by danwei membersin 
decision-making, the authors concede 
the difficulty they had, as outsiders, in 
evaluating just how significant that 
participation might have been. They 
acknowledge that the encouragement 
to participate might actually "conceal 
manipulation" and serve as a 
mechanism to “co-opt people into loy- 
alty to the organisation by giving them 
a sense of participation.” 

In a fascinating though brief section 
of the book, the authors analyse the re- 
lationship between the danwei and the 
modernisation of medicine and make 
some comparisons. between Chinese 
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| derson and Cohen. 


In the West, for example, medical in- 
stitutions engage in a vigorous com- 
petition to lure talented professionals 
away from their home bases in order to 
build better programmes or gain ad- 
vantages in securing grants. 

In China, however, the danwei are 
far too autonomous to permit this kind 
of rivalry. If demand arises for a new 
procedure, technology or skill, the 
most typical organisational response is 








to train and promote a candidate from | 


inside the danwei, according to, Hen- 
Although this 
method avoids the professional and 
personal trauma associated with fre- 
quent relocation, the writers maintain 
that it has an important disadvantage 
in that the candidates selected for 
training may lack an appropriate or 
sufficient background — a problem 
compounded when political criteria 
play a major role in job assignment. 


Since one of the initial purposes of | 


the danwei was to integrate the popu- 


lation into the national economy by | 


linking all work units with the econo- 
mic planning agencies in Peking, one 
wonders if the danwei has a secure fu- 
ture. If therecently announced plans to 
dismantle the centralised planning 
role of thestate areimplemented, some 
changes in the danwei seem likely. On 
the other hand, as the authors point 
out, there are aspects of the danwei — 
hierarchical relations and pater- 


, nalism, for example — that have deep 


roots in China's past. —JOHN H. BOYLE 





FICTION 


Some cameos of 
Chinese society 


Semolina and Others by Hsiao Chien. 
Joint Publishing Co. , Hongkong. HK$35 
(US$4.50). 


t is a pleasure to read Hsiao Ch'ien's 
stories and essays. They are marked 
by a perception of the world. and 


Chinese society that is often lacking in^ 


the socialist literature of contempo- 
rary China. The sentimentality and 


rigid stereotypes to be found in coms 


munist fiction are also lacking, But: 
these pieces are of another period: the 
1930s and 1940s, a time when Chinese 
writers were not bound by political 
dogma nor were told what to write and 
think about the world around them. 
The three short stories are 
straightforward, well-crafted pieces. 
Semolina deals amusingly with the au- 


thor's experiences in England as a stus: 
4 "e » x í ET 
dent. The Spinners of Silk is a lights 


piece about a romantic voung couple: 
for whom the spectacle of dying 
silkworms elicits visions of the human 
condition. The Conversion details the 
emotional tangles involved in a young 
girl's conversion to Christianity by the 
Salvation Army. 

The essays are short, tightly written 
pieces on Hsiao's experiences in vari- 
ous parts of China and of the cultural 
and social changes in China during the 
first half of this century. Shanghat, 
though very short, gives a fine sense of 
time and place that many longer pieces 
on the city do not. 

When Hsiao turns his attention to 
the influence of Western cultural 
values on China, in Ibsen in China and 
The Dragonbeards vs the Blueprints, 
he does so without resorting to 
nationalistic slogans. He does not con- 
demn the influences. but questions 
them and their place in a society a8 
"different" as China's 

Hsiao very much wanted his country 
to look to the future, to change. But, he 
suggests the Western intellectual often 
hindered rather than helped. "The 
mood of the intellectuals of modern 
China is a very odd one, and | am not 
sure that Westerners have ever under- 
stood it for if thev had, they would not 
try to encourage a nostalgia for the 
past." 

Hsiao also has translated three 
Chinese plays from the 1930s: Wang 
Chao Chun by Kuo Mo-jo, The Tragedy 
on the Lake by Tien Han and The Artist 
by Hsiung Fo-hsi. Although these brief 
dramas suffer to some extent from sen- 
timentality they are as interesting to 
read as the rest of this short book. 

— JAN FINDLAY 
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‘he Asian Development Bank i is squeezed by Washington 


ideology before need 


By Anthony Rowley in Manila 
! he Asian Development Bank's 
: ^ concessional loans arm, the Asian 
- Development Fund (ADF), is fac- 
ig a funding and lending crisis which 
proa carbon copy of the situation 
? World Bank's soft-loans agency, 
Ebiternational Development As- 
ciation (IDA). As with the IDA, the 
eeze on the ADF comes from the 
istration of United States Presi- 
d lent Ronald Reagan, which is deter- 
mined to force a change in the pattern 
of development financing by the ADB 

1s well as the World Bank. 

"There are indications that the 
squeeze on the ADB will get tighter, at 
Mia e when India had hoped to turn 

reasingly to the Manila-based in- 
tit tution to offset the impact of current 
financial stringency at the World 

Jank. The feared cutback in ADF 

lending also coincides with the pros- 

pec of China joining the ADB, thereby 
ncreasing substantially the demand 
or dts concessional funds. 

ADB president Masao Fujioka indi- 

a ed in an interview with the REVIEW 

is belief that the attitude in Washing- 
| or towards the multilateral lending 
itutions is becoming somewhat 

T nore friendly, but sources in Manila 

se to the US administration sug- 
ied more, not less, stringency in 
uti re. These sources suggest Wash- 
ton would like to see the ADB less 

| Beolved in funding projects and act- 
in -more as a technical adviser and 
alyst for private-sector investment. 

E e whole psychological shift away 
public-funded development as- 

sistance and towards reliance on pri- 
vé ate investment is apparent from the 
current thrust of ADB activities. At the 
or iginal suggestion of Donald Regan, 
US treasury secretary until last month, 
th Ye bank sponsored a regionwide semi- 
nai on’ privatisation of public-sector 
industries from 31 January to 1 Feb- 
TU ea in Manila. 

. Also, the ADB is about to produce a 
major study on the development of pri- 

si capital markets in six Asian de- 

eloping and newly industrialising 
countries. And this year it is likely for 
4 ne first time to begin making loans not 
backed by a government guarantee in 
- the borrowing country. 

While the promotion of private in- 
Bitmen: domestic as well as foreign, 
in Asia is obviously valuable, the fear 
. among ADB senior staff and direc- 

_ tors is that the bank's more fundamen- 
. tal objectives of alleviating poverty 
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and sponsoring infrastructure deve- 
lopment may be sacrificed to the 
Washington ideology. 

There is a feeling too that Fujioka, 
whose term of office is due to expirein 
1986, is not defending the ADB as vig- 
orously as he might against outside in- 
terference. Again, these criticisms 
echo those levelled against World 
Bank president Tom Clausen (REVIEW, 
27 Sept. '84). 

Washington's way of bringing the 
ADB to heel, as with the World Bank; is 
to drag its feet over contributions to 
their soft-loan windows, causing a 
delay in the linked contributions from 
the institutions’ other member-coun- 
tries, thereby gaining leverage to force 
its own policy prescriptions. 

But while the US is the dominant 
shareholder and contributor of conces- 
sional funds in the World Bank, Wash- 
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By Jose Galang in Manila 

espite a growing vogue by govern- 

ments — in both developed and de- 
veloping countries — to divest state 
enterprises to the private | sector, 
privatisation remains difficult. At a 
seminar on privatisation policies, 
methods and procedures sponsored by 
the Asian Development Bank in 
Manila on 31 January-1 February, en- 
thusiasm was tempered by caution 
from officials | of government 


policymaking agencies, private busi- | 


nessmen and academics. 

ADB president Masao Fujioka listed 
as developing country constraints to 
privatisation the lack of private capi- 
tal, entrepreneurship and managerial 
skills, and the absence of developed 
capital markets and financing institu- 
tions to support. iprivstisahion pro- 
Frames. 
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| dts contributions to ADF 4, 





Clausen; Fujioka; Regan: more friendly or more stringent? 





ini ion has only an equal 16.4% 
shareholding (along with Japan) in the 
ADB. Some sources elose to the bank 
suggest the US could find its future 
membership of the ADB in jeopardy if 
it continues its obstructionist policies. 
The US is seriously in arrears with 
the 
fund's fourth replenishment, which 
covers the years 1983-86 inclusive. The 
developed member-countries of the 
ADB contribute their share of each 
ADF replenishment in four annual 
tranches and the money is on-lent in 
the form of 40-year loans carrying only 
a nominal service charge of 1%. 
Washington paid the first of its four 
US$130 million contributions to the 
US$3.2 billion ADF 4 on schedule in 
1983 but so far has contributed only 
US$67 million of its second tranche, 
due last year. The result is that linked 
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No rush to privatise 





Overall, there appeared a bias to- 
wards partial divestment instead of 
total sell-out by governments. It was 
noted that big enterprises (most state 
corporations involve huge capital and 
operations bases) may best be 
privatised by dividing them into small, 


|. viable units which can then be offered 





to private groups. In other cases of par- 
tial divestment, only part of the equity 
of the state enterprise is offered to the 
private sector. In either case, the major 
problem of finding financially capable 
private investors is generally avoided. 

Fujioka noted the heavy financial 
strains imposed by public enterprises 
upon governments "because they are 
engaged in capital-intensive business- 
es that require large amounts of invest- 
ment which can only a met by govern- 
ment funds.” n 
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contributions from other members are 
now held up and the ADF at present is 
some US$700 million. short of the 
US$800 million needed under the an- 
nual operational programmes ear- 
marked under ADF 4. 

A number of loans earmarked for 
Pakistan, Nepal, Laos, Kiribati and 
Bhutan and covering agriculture, 
forestry and water supply as well as 
other basic infrastructure develop- 


ment, are in jeopardy. 
j arrears of US$63 million this year, 
that would trigger a further US$250 
million of contributions from other 
members plus a further US$65 million 
from Canada’s third-tranche con- 
tribution to ADF 4. That would still 
leave the ADF well short of its commit- 
ments for 1985 but exchange rate fluc- 
tuations should yield the fund a bene- 


f the US agrees to release its 1984 
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In-Malaysia for example, the finan- 
cial constraints on the public sector 
became apparent in 1983 as slackening 
revenues failed to cope with increasing 
development expenditure, a large por- 
tion of which goes to state enterprises. 
This led to an increase in the resource 
gap (the difference between invest- 
ment and savings of the public sector) 
to 11.2% of gross national product in 
1983, from only 1% in 1980. 

One proposal that drew the agree- 
ment of most delegates was for aid- 
donor agencies such as the ADB to pro- 
vide financial support towards 
privatisation efforts. The proposal 
came from D. R. Pendse, economic ad- 
viser at India's Tata Industries. The 
proposed financial assistance, Pendse 
suggested, might be extended either 
directly to prospective buyers of state 
enterprises or through development- 
finance institutions in the country. 

Some seminar participants 
suggested it might be better if govern- 
ments exerted more efforts towards 
improving efficiency and profitability 
rates of state enterprises rather than 
selling out to private capitalists and 
imposing various taxes that otherwise 
could be earned by the state firms. 
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fit of some US$110 million for 1985. 

If, in addition, Washington were to 
pay up its US$130 million contribution 
for 1985 on time, the ADF would not be 
far short of its funding target. But 
these are big ifs. Wasshington is still 
some US$28 million in arrears on its 
contributions to ADF 2. 

Even the US$3.2 billion committed 
in total to ADF 4 by member countries 
was. well short of the US$4.1 billion 
originally asked for. But during the 
ADF 4 negotiations the US flatly 
stated that its total contribution to the 
current replenishment could not ex- 
ceed US$520 million — so other coun- 
tries’ pro-rata contributions were 
based on that. 

The US contribution to ADF 4 fell 
from the usual 22% of the total to 
around 16% while Japan's one-third 
traditional share rose to around 38%. 
Lending from the soft-loan window 
actually declined by 2.7% in 1984. 

With working papers now being pre- 
pared on ADF 5 (1987-90 inclusive) 
and funding negotiations likely to 
begin before long, Fujioka is not pre- 
pared to commit himself over the 
amount of funds that will be asked for. 
In view of the shortfall in ADF 4, he 
told the REviEW: "This time I don't 
want to propose an unrealistic figure. " 

Some bank sources suggest he is giv- 
ing away a bargaining chip by striking 
such an accommodating attitude at the 
outset, especially as countries such as 
Britain and West Germany as well as 
the US have been showing a hardening 
of their attitudes towards multilateral 
concessional lending. 

Fujioka appears to be pinning his 
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faith on an improvement in the climate | 
in Washington. "I hope the US is re- | 


flecting on the situation and that it 
will be more positive [over ADF 5]," he 
told the REviEW. He acknowledged 
that attitudes towards institutions 
such as the ADB have deteriorated in 
recent years but added: “I do not think 
thesituation will deteriorate for ever." 

But judging from the hawkish at- 
titude of Washington representatives 
in Manila, the fundamental shape of 
the ADB could be changed by the end 
of Reagan's second term. Instead of the 
"resource centre for economic deve- 


lopment in Asia”, which Fujioka wants 
the bank to become, promoting policy 
dialogue and building institutions as 
well as financing projects, it could be 
reduced more to the role of a technical 
adviser 

The ADB's ordin@ry lending arm, or 
Ordinary Capital Resources (OCR) De- 
partment, presents a different picture 
at present. Its ordinary loans, whieh 
are for 15-30 years and currently carry 
an annual interest of 10.25%. grew by 
30.3% in 1984 (only the fall in ADF 
lending reduced the overall increase in 
ADB lending last year to 18%), Bank 
total lending during 1984 was US$2.23 
billion, covering 47 projects in 18 de- 
veloping countries. 

The acceleration of OCR lending 
reflected a "liberalisation of bank 
policies," chiefly (according to 
Fujioka) a move by the ADB to supply 
local cost (as well as foreign exchange) 
financing to projects to help overcome 
national budgetary constraints. 

E in developing countries, caused 

by budgetary shortfalls and lack 
of export opportunities, is taking its 
toll on the ADB's ability to assist deve- 
lopment. The ADB borrows money, on 
prime terms, in international capital 
markets for its OCR operations and 
its outstanding debt and guarantees 
cannot exceed its callable capital 
But outstanding debt at the end of 
1983 amounted to only US$3.43 bil- 


ven so, the shortage of local funds 


lion against capital of US$9.85 bil- 
lion. 
Likewise, net loan commitments, 


which are linked in a one-to-one ratio 
with subscribed capital and reserves, 
were only US$7.8 billion at the end of 
1983 compared with capital and re- 
serves of US$12.4 billion. The bank 
thus has great potential to lend more, 
but economic recession and general fi- 
nancial stringency in developing coun- 
tries prevents them borrowing because 
they usually have to find 59% of the 
total cost of an ADB-funded project. 
Apart from this constraint, the bor- 
rowing cost of 10.25% from OCR is also 
high at present and some countries 
such as India apparently prefer to take 
ordinary commercial loans — creating 
possible debt-service problems for the 
future. When China joins the ADB — 
some time “within the next five years,” 
according to Fujioka — it may belook- 


ing for loans on a "blend" of OCR and 
ADF terms. 
Some staffers in the bank foresee the 


possibility of the ADF itself being 
modified, to provide a range of lending 
rates, perhaps between the current ser- 
vice charge and up to 4% a year. Coun- 
tries such as China and India could 
probably afford this, but it is unlikely 
that smaller countries could. Projects 
would almost certainly be deferred. p 
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New rights of way 


“India’s motor industry is the first target of liberalisation on the 


|. road to encouraging high-volume car production 


... By Meenakshi Behara in Bombay 

| he liberalisation of industrial 
x policy that the new Indian Govern- 
_ ment of Prime Minister Rajiv Gandhi is 
Di _ expected to implement has so far con- 
— eentrated largely on the motor-vehicle 

- industry (REVIEW, 17 Jan.), where re- 
~ cent further easing of restraints indi- 
cates that the government is prepared 
p “te go far in the name of modernisation. 
The government first said it would 
permit two-wheeler manufacturers to 
_ produce a product range without re- 
^ strictions on engine capacity. Next it 
— decided to reduce import duty on vehi- 
ele components for Indian manufac- 
_ turers to a flat rate of 40%. Then, in an 
— unexpected move on 19 January, it said 
that existing industrial licences and 
letters of intent would no longer be 
- applicable to specific categories but 
could be applied to all four-wheelers 
` — heavy, medium or light commercial 
vehicles, Jeeps or passenger cars. 

The government said the decision 
was taken “since design and produc- 
r. - tion facilities are common for many 

cT aggregates of vehicles. It was therefore 
— felt that licensing should not bea con- 
g5 _ Straint.” This, it hoped, would increase 
Pa capacity utilisation and production, 
— while reducing costs. 

— —But the rationale is somewhat dif- 
- ficult to digest. Design facilities could 
—— becommon for all types of vehicles, but 
—no manufacturer in India except Tata 
_ Engineering and Locomotive Co. 
— (Telco) and, to an extent, Ashok Ley- 
_ land has built up design capabilities. 
_ The government also seems to have 
oversimplified the possibility of 
_ switch-overs, as in most cases it is dif- 
- ficult for a plant set up to make light 
commercial vehicles (LCVs) to shift to 
passenger cars. 
— Clearly, other considerations were 
behind the move. Industry observers 
think the new policy probably came 
about because new entrants into the 

LCV field found that prospects may 
- not be as rosy as they once believed. 

The LCV segment of the Indian market 

has been the most robust, with an aver- 
age compounded growth rate of more 
—than 17% during 1978-83. But this has 

shown signs of easing lately, while 
existing manufacturers have de- 
veloped considerable strengths and 
have sought to upgrade their products. 

Much has already been spent on new 
plant. Maruti, a joint venture with 

Suzuki of Japan, is said to have spent 

more than Rs 230 million (US$19.17 

million) on its paint shop alone. The 

DCM Toyota project cost may exceed 

Rs 620 million, the Allwyn-Nissan 
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plant another Rs 520 million, the Swraj 
Mazda unit Rs 600 million and the 
Eicher Mitsubishi plant more than Rs 
400 million. While the viability of the 
plants must have been studied, it may 
also be that some are having second 
thoughts. 

A private study of demand com- 
pleted in 1984 seems to indicate that 
earlier government studies may have 
overestimated demand by 25% for 
1989-90. So companies want to move 
into more lucrative areas, and passen- 
ger cars would seem the best choice as 
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Wheels India: whims and waste. 


rapidly rising middle-class buying 
power is creating huge demand. 

The new policy does not give the in- 
dustry carte blanche. Existing manu- 
facturers intending to move into new 
ranges will probably still have to look 
for new collaborations, and go through 
the bureaucratic mill for approvals. 
The new government's approach may 
make it less likely that bureaucratic 
whims will mean wasteful delays — 
but until it announces its intentions on 
new collaborations, the dice seems to 
be loaded in favour of those with exist- 
ing agreements. 


his bias becomes clearer on close 
scrutiny of the import rules, releas- 
ed a few days before the announcement. 
While allowing component imports at 
just 40% duty, the government charges 
duties of 60-100% on imports of steel 
that could be used to make components 
indigenously with imported technol- 
ogy. This is, in effect, a penalty on any 
attempt at localisation. 
Within a couple of days of the policy 
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is 
speculating whether it will be the 
Toyota Carina or the older Starlet. 
Nissan's Sunny is to be produced by 
Premier Automobiles. Isuzu is already 
linked to Hindustan Motors, but little 
is known about Mazda's and Mit- 
subishi's plans. Meanwhile, informed 
sources talk of the possibility of Sub- 
aru tving up with Sipani Auto, which is 
currently assembling an Indian var- 
iant of the Reliant Motors Kitten. 

For now, all eyes are on Telco and 
Ashok Leyland. Expectations are that 
Telco might aim at the premium-car 
market and go back to its original 
partners, Daimler-Benz of West Ger- 
many, to manufacture Mercedes cars 
in India. Telco, in which Daimler-Benz 
holds a 12.3% stake, has refused. to 
comment. But it already is producing 
commercial vehicles to its licensed ca- 
pacity. An automatic 25% loading 
above this is available — but the dif- 
ference is only 10,000 units and unless 
it wins authorisation for an 18,000 in- 
crease, which it has been seeking for 
some time, there may be little incentive 
to make the shift. 

Ashok Leyland does not have such 
constraints — which is probably why it 
has gone ahead with its plans. There 
are rumours that it may manufacture 
the Triumph Acclaim in India — but 
the need for government clearances 
could hold it up. The situation varies 
for other manufacturers: 

» Jeep-maker Mahindra & Mahindra 
has an existing partnership with 
Peugeot to manufacture diesel engines 
and is actively considering cars, a 
senior company executive said. But a 
diesel Peugeot car seems unlikely: the 
government has announced no conces- 
sions on diesel engines, and on some 
components of diesel engines the im- 
port duty remains at 160%. 

» Premier Automobiles, with a Nissan 
collaboration, would be able to convert 
existing commercial-vehicle capacity 
to cars (a jump from 28,700 to 43,700 
units). The automatic 25% increase in 
capacity adds still more. 

» Hindustan Motors, well into its Rs 
2.5 billion expansion plan, is set to 
bring out the Isuzu line of vehicles by 
January 1986. 

» Bajaj Tempo's sister company, 
Kinetic Engineering, has a collabora- 
tion with Honda to manufacture 
motorcycles and Bajaj may draw on 
the relationship to make Honda cars in 
India, observers feel, even though 
Bajaj is 26%-owned by Daimler-Benz. 

All this will call for massive funding. 
Telco, Ashok Leyland and Mahindra 
can probably use internal resources, 
but the rest will have to seek funding. 
India’s capital markets are booming 
and raising the money should be sim- 
pler than in the past. But whether the 
Indian market has the capacity to ab- 
sorb so many cars will remain the real 
question. 
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Light has long 
resisted cost-effective 
control. The new Phi- 
lips High Frequency 
Electronic Lighting 
System ends all that. In 
this fluorescent light- 
The HF technical manual Ing system, Philips 
is yours for theasking have replaced the usual 
energy-draining ballast with an electro- 
nic circuit... with remarkable results. The 
Philips HF system slices through costs 
like a knife. Because it gives the same 
light for less watts. 

In Jakarta, Indonesia, three high- 
rise office towers will have a required 
light level of 500 lux average. Using 
conventional fluorescent lighting, the 
energy consumption would have been 
20 Watts sq m. The Philips HF lighting 

will produce the same light level with 
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Imagine... light that slices through costs 








only 10 Watts per sq m. The cost 
trom both lighting and air-condit 
cooling (HF circuits generati 
will pay for this installation wit 
years 

[he 30 storey Moneta 
of Singapore building | 
that could be controlled 
and in brightness tor botl 
terminals and ledger worl 

The new Philips HI 
tree TBS300 luminair: 
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Sure sign of expertise in lighting 
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Japan's largest bank. 























30,000 —————————————————— Perhaps the single greatest resource that has made Japan the economic 


epe «sona power it is today is its people; and those people have chosen to make DKB 


25,000 ————————————————— Japan's largest bank. with assets of more than USS$126 billion. The reason? 


Unit. Billion Yen) 


No bank better understands the hearts and minds of the Japanese people or 
Japan's financial world. How? Through DKB' vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKBs becoming the bank chosen by one out 
of every two foreign or foreign-affiliated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene. 

If you're interested in putting DKB's expertise and capabilities to work for you, 
contact your nearest DKB office. DKB maintains offices in more than 45 major 
financial centres throughout the world 

DKB: the international bank in the heart of the Japanese financial world 
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We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Network in Asia. 


ME Branch. 23. Si | MG An East Road. Taipei. Taiwan Seoul Branch KAL Bldg., 11% «a, Namdaemun-ro. Chung-ku 
[ : Singapore penes ,, Raffles Quay. 401-02 Hong Leong Bldg. Singapore 0104 Hong Kong Branch 44th Floor, Edinburg! Wi 
Queens Road, Central. Hong Kong Jakarta Representative Office: Nusantara Bidg.. 14th Floor. JL. MH. Thamrin 59, Jakarta, Indonesia 
Kuala Lumpur Representative Office: 5th Floor. Mui Plaza. Jalan P. Ramlee, I Box 2613, Kuala Lumpur 01-02. Mal 1 Bangkok Representative 
Office: 5th Floor, Thai Farmers ank Bldg 4: Silom Road, Bangkok 10 500, Thailar d Beijing Representative Ottice. Roe ms 2058 & 2060. Beijing 


Hotel. Zhonglou. East Char ] An / Avenue. Beijing. Peoples Republic of China Shanghai Representative Office. Jinjiang Club. Room Nos 
58356/58358. 58 Maoming Nan Road, Shanghai, People's Republic of China Subsidiary in Hong Kong: Dai-ichi Kangyo Finance (Hong Kor 
ROO! 4 406. Edinburgh Tower. 15 Queen's Road, Central, Hong Kong Associated Companies in: Hong Kong. Bangkok. Singapori 
Kuala Lumpur Jakarta. Manila 

Head Office Ichisarweancho 1-chorm:« hiyoda-ku, Toky: |, Japan Tel. (03) 596-1111 
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und thet of pron 
s Whitlàm, manag- 
te Bank of New 


clearly not put ot t s the fizzling aes 
bate. The chief reason is that events 
have overtaken many of the recom- 
mendations published early last year 
of acommittee he chaired for the New 
South Wales state government. 
Offshore banking had been seen as 
one way Australia could dip its toe 
into financial deregulation without 
soaking the whole banking sector. 
Keating took the plunge straight off, 
however. Exchange controls were 
lifted, foreign-exchange licences 
given to most of the merchant banks 





that wanted them and restrictions on- 


foreign equity in merchant banks 
suspended. Institutions can vir tually 
lend and borrow freely. 

But the environment after the-ex- 
pected half-dozen new licences are 


handed out will be a harder one for | 


the losers, which will have to be con- 
tent with merchant-bank status while 


competing with many more full-scale 
banks in the short-term and corpo-. 


rate-finance areas. Quite a few bank- 
ers expect a clamour for offshore 
banking as a consolation prize. 

According to Whitlam, the busi- 
ness is there, particularly since Tokyo 
is still hesitating over the idea of its 
own offshore- banking zone. The re- 
maining barriers in Australia are 
now the discouraging tax climate: a 
10% withholding tax on interest and 
a 46% tax rate on profits compared, 
for example, with Singapore with nil 
withholding tax and 10% profits tax. 

It would be “necessary, maybe suf- 
ficient” to abolish the withholding 
tax to generate offshore business, 
Whitlam believes. His banking peers 
mostly dissent, pointing to the huge 
differential in corporate tax rates be- 
tween Australia and alternative 
centres such as Singapore and Hong- 
kong. Whitlam’s committee wrestled 
with the question of specific tax in- 
centives, proposing that Australia 
match Singapore's rate for pure 
offshore transactions. 

As for Australian-sourced transac- 
tions, domestic institutions have very 

sound reasons for mor Mice 3 in| 
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lian tax on a global basis and hence 
can enjoy the benefits of Singapore's 

concessions : hort ofpenalising them 






otishore aking wel 
their arguments on the am 





this would be n modest. It was the 
prospect of perhaps 3,000 highly paid 


bankers setting up shop that excited 


NSW Premier Neville Wran and Vic- 
torian Premier John Cain into a bout 
of Sydney vs Melbourne rivalry. 
Whitlam, who | wor ked. pr viously 
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US$3-6 billion Ly 

In addition, Wt Slam believes that 
staff and office overheads would be 
effectively. dower because of high 
standards of housing, schools, and 
support staff while the legal system 
gives foreign enterprises a sporting 
chance of taking on. their host gov- 
ernment. 

A lot of that is offset, hovna: by 
such things as the high local income- 
tax rate, which starts at 26% and gets 
up to 60% marginal rate by A$35,000 
(US$28,700), and highly regulated 
domestic communications. 
€ ONE test of Australian financial 
expertise will come during the next few 
months whén Singapore-based mer- 
chant bank Elders-Pica hopes to have 
its. .new-style investment trusts 
shaped up — part of a move away 
from its. previous “do-gooder” fund- 
ing for fledgeling regional entre- 
preneurs towards more  profit- 
oriented investment banking. 

Formerly the Private Investment 
Co. for Asia (Pica), the bank was sold 
to Australian conglomerate Elders 
IXL in mid-1984 at.a heavily dis- 
counted price of US$20 million and 
renamed to reflect its increasing inte- 
gration with operations of the am- 
bitious Elders finance group in Aus- 
tralia. © 

The old Pica had specialised since 
its formation in 1969 in. Start-up 
| equity funding and ros 
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hope that the first investment p 
age can be set up by mid-yes 
though the Singapore Gove 
keen to develop the trust 
ment business of its banking s 
is not yet clear where r ) 
be domiciled by the Panama 
porated Elders- Pica. 

Shroff was intrigued to learn ! 
Yasuda himself is a scion of t 
Yasuda zaibatsu, though Gen. D 
las MacArthur saw that no eq: 
was handed on in the successor F 
“keiretsu” (which includes the Fuj 
Bank, Showa Denko, and Nippo 
Kokan) This has helped introdue 
Elders to the Yasuda Trust and Banks 
ing Co., Japan's fourth-largest trust 
bank, which could be an avenue for 
Japanese investments in the Elders- 
Pica trusts. 

Elders Finance and Yasuda execu- 
tives say that discussions are under 
way on ode roue cooperation. 
between the two groups in which 
joint finance in third countries is 
foreseen as well as mutual help in 
domestic markets. Yasuda's interest 
in regional participation is shown by 
its opening of an office in Sydney f: 
years ago and a current. applica 
open an office in Seoul. It is a 
represented in Singapore, f 
Ac; FORET and Peking. 
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Captain of idüstry 


By James Clad in Kuala Lumpur 
alaysia's dramatic push into 
heavy industry has the air of a 
do-or-die effort, as Prime Minis- 

' Datuk Seri Mahathir Mohamad 

<es his prestige and much of Malay- 
sia’ s public capital on a strategy of de- 
eloping steel, cement, pulp and paper 
an i petrochemicals industries and, not 
ast, domestic car production. 

E ince Malaysia became independent 
in 11957, manufacturing's share of gross 
domestic product has steadily grown. 
TI year officialssay it will contribute 
19% of GDP valued at M$6.7 billion 
(US$2.7 billion) — a 9.3% increase 

-over 1984 and probably enough to see 
ci emerge as the largest sector of the 
economy. With cuts in oil production 

(REVIEW, 10 Jan.), manufacturing, for 

the first time, could also become the 

biggest source of export earnings. 

But most Malaysian manufacturing 

falls into the light- industry category, 
ar nd much remains grounded in elec- 
tronics and textiles — footloose indus- 
tr es using. little local content, 
capitalised and owned by foreigners, 

a c sited in sheltered free-trade zones 

'Zs). 

| B usháthir and his colleagues are 

looking far beyond this: they are seek- 

ing the creation of an indigenous heavy 
industrial base, aiming at nothing less 
than a radical transformation of the 

IEDITy s economy. By the end of the 

‘century, they aim to have turned this 

strategic, resource-rich nation into a 

li-fledged industrial state. 

"The erratic fortunes in recent years 
of Malaysia's primary exports — 
pe "troleum, palm oil, rubber, timber, 
a n and cocoa (in that order) — have 
reinforced Mahathir's conviction that 
à 1 industrial future offers the best way 
out of his country's boom-or-bust, 


commodity cycle vulnerability. His in- | 


dustrial vision includes all the 
signposts of modernity: high-technol- 
ogy enterprises, large research-and- 
— development budgets and a skilled and 
E ghy adaptable workforce. 


For Mahathir and his proteges 
within Malaysia’s dominant political | 


. party, the United Malays National Or- 

 ganisation (Umno), industrialisation 
— promises not only economic diversifi- 
. cation but also a chance — perhaps the 
last — to transform Malaysian society 
fundamentally. 

Thus, Umno anchors heavy indus- 
trialisation to the country's New Eco- 
nomic Policy — a misunderstood and 
often bitterly divisive 20-vear pro- 
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Mahathir: do or die. 


gramme begun in 1970 to eliminate 
poverty and transfer wealth to the 
majority Malay community. Distribu- 
tion contracts for the products of new 
industries are being given to Malay 
firms, and the staffing, job-training 











and “profile” of the new industries is 
also heavily Malay. 

This helps explain the ambivalence 
of the Chinese community to the heavy 
industrialisation drive. Bluntly put, 
many see themselves cut out of the ac- 
tion and, in some sectors (such as the 
metal-working industry, which is 
overwhelmingly Chinese), they feel 
threatened. This sentiment is not uni- 
versal: Mahathir has been careful to 
articulate the industrial policy in non- 
ethnic tones, holding out a vision of an 
industrial future of benefit to 
everyone. 

Since the late 1960s, Mahathir has 
been formulating a coherent explana- 
tion of Malaysia's economic depen- 
dency, arguing that an industrial di- 
versification of the economy will not 
only spread risks but also lift partici- 
pation by Malaysia’s bumiputras — a 
term denoting the country’s indigen- 
ous peoples, but invariably meaning 
the majority Malay community vis-a- 
vis the Chinese or Indians. 


A direction is set... 
the plan will follow 


Ww: many of Malaysia's decisions 
regarding its rapid push into 


. heavy industry already made, there are 


those who wonder if coordinated in- 
dustrial planning has not been neg- 


. lected. As one official at the Trade and 


Industry Ministry said: "What's the 
point of the Industrial Master Plan 
[IMP]? Nasi sudah jadi bubur [The rice 
has become porridge].” 

But this comment underrates Malay- 
sia's efforts to draw up the IMP — 
perhaps the most concentrated econo- 
mic-planning effort in Malaysia's his- 
tory — which aims to set industrial 
priorities up to 1995. Not only the Ma- 
laysian Government, but also the 
World Bank and United Nations Deve- 
lopment Programme (UNDP) are tak- 
ing the task very seriously. 

Many in the private sector have re- 
servations about the end result of the 
project and its cost; one World Bank- 
financed, eight-volume study alone 
cost M$40 million (US$16.13 million). 
But to dismiss the exercise, others say, 
is going too far. 


Despite the decisions on projects of 
the Heavy Industries Corp. of Malaysia 
(Hicom) and the tariff protection they 
imply already having been taken, 
many elements of industrial policy are 
receiving their first airing in the IMP 
drafting. 

These include new policies for 
downstream processing of Malaysia's 
resources and the questions of indus- 
trial finance, manpower training and 
skill development. Some of the recom- 
mendations carry quite radical impli- 
cations — but none of the issues can be 
avoided for long. 

Work began on the ambitious IMP 
project with the signing of an agree- 
ment with the UNDP in 1979. By 
the time experts from the UN In- 
dustrial Development Organisation 


(Unido) had prepared an outline for 
the document three years later, the 
project had lost considerable momen- 
tum. Their approach also caused some 
displeasure within the Malaysian Gov- 
ernment. 

The current director of the Unido 
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In his 1970 book, The Malay Di- 
lemma, he argued that change for the 
Malays meant “drastic” change in all 
fields, including commerce and indus- 
try. And if the intervening years have 
seen this message refined into a na- 
tional, rather than an ethnic rallying 
cry, the underlying impulse remains 
the same: to propel Malaysia into the 
front ranks of Asia’s newly indus- 
trialising states. 


when Mahathir served in the late 

1970s as Malaysia's trade and in- 
dustry minister. The genesis of the 
Heavy Industries Corp. of Malaysia 
(Hicom) the ‘state-owned flagship 
for the push into heavy industry — can 
be traced to those years. The machin- 
ery for a publicly capitalised heavy-in- 
dustrialisation drive was in place by 
the beginning of the 1980s; Mahathir 
becoming prime minister in July 1981 
simply lifted the task to the top of the 
country's agenda. 

Since then, politymaking has re- 
volved around the logistics of getting 
Hicom's projects under way, the addi- 
tion of the National Car project to its 
list and the realisation that more com- 
prehensive industrial planning is re- 
quired. At present, the debate about 
which broad directions to take seems 
largely settled by Máhathir's own deci- 


.- NA - 
' 
T 
s” LA 
v1 
" LENA 
+) 
s 
ee 
Dae 
eo? * 
AUC : 
ALY : 
- AL 
'u vs b XS 
|» Lae 
e Y "C 
` h] Y 
A - 
\ ai 
: , 
E +" 
,;- "X 
wt 
` LA 
* 
1 , 
-— a 
Ww ™ kh. 1 
>» "7 
| " s : 
` PT "AAA. 
B {AL 
p? a. L 1 
a QUA A 


t 


— 


T: strategy began to take form 
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, Trade and Industry Ministry: new policies. — | | 


IMP team, Yu Siong Jai, began work in 
June 1983, and by the end of the year 
had secured government approval of a 
design for the IMP. Now, about 10 
UNDP staff are working within the 
Malaysian Industrial Development 
Authority, the government's host in- 
stitution. 
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sions to move Hicom along the big- 
project road. 

The remaining, "secondary" issues 

such as improving industrial fi- 
nance or manpower training — are 
confined to an exercise, using World 
Bank and United Nations Develop- 
ment Programme advisers, to complete 
an Industrial Master Plan by June this 
year. 

Mahathir's- basic strategy aims to 
scatter strategic, world-sized heavy 
industries around the country — steel 
in Trengganu, cement in Kedah, small- 
engine manufacturing plants in 
Penang, Kedah and Selangor, and 
showpiece heavy engineering and 
made-in-Malaysia-car plants in 
Selangor, just west of Kuala Lumpur. 

New industrial zones are also being 
developed in East Malaysia — in Bin- 
tulu and Labuan, hopeful spinoffs 
from the petroleum and fertiliser 
plants there. The heavy-industries 
push is seen as complementing, rather 


| than displacing, earlier policies and 


incentives — such as export-oriented 
FTZ manufacturing, light import-sub- 
stitute manufacturing and inter- 
mediate processing of agricultural 
products. 

Large as some of the Hicom plants 


AYSIAN ECONOMY 


are, most of their products will be mar- | 


keted domestically for many years to 
come. Unlike the East Asian industrial 


The specialists. have completed 14 
sectoral studies, half concerning re- 
sources. Areas covered include build- 
ing materials, shipbuilding and ship- 
repairing and resource-based indus- 
tries such as palm-oil refining or rub- 
ber manufacturing. 

An initial round of papers, some pre- 
pared with the aid of local consulting 
firms, is being vetted by a complex sys- 
tem of government committees with 
members such as Yusuf Ismail, direc- 
tor of industries, and other representa- 
tives from the prime minister's Econo- 


mic Planning Unit, the influential In- | 


tergovernmental Coordinating Unit, 
Hicom, the Trade and Industry Minis- 
try and the Treasury. 

The sectoral studies were only the 
first phase. They are now being fol- 
lowed by a set of "functional studies, " 
dealing with such areas as research 
and development; heavy industries; 
tariffs and incentives; manpower 
training, and industrial finance. The 
last step will be the drafting of the ac- 
tual IMP by the end of June. 

The government will publish the 
plan as a report in its own right, but it 
will also be incorporated into the Fifth 
Malaysia Plan — a five-year planning 
document setting overall government 
spending targets up to 1990 

— JAMES CLAD 

















êt is wrong to see the heavy- 
industries policy as something 
new," Trade and Industry Minis- 
ter Tunku Razaleigh Hamzah told 
the Review. “The government had 
decided to accelerate industriali- 
sation long before the recession 
hit, but the severity of price fluc- 
tuations revealed again our vul- 
nerability [through over-reliance] 
on primary production." Heavy 
Industries Corp. of Malaysia, 
"began long before the recent re- 
cession, with the aims of en- 
couraging major resource-pro- 
cessing industrial projects," the 
minister said. 

Razaleigh said Malavsia's slow- 
ness in moving into processing its 
own commodities caused him most 
concern. “No country can import 
rubber more cheaply than we can 
procure it here ourselves,” he said. 
“So why do we only process 7% of 
what we produce?” He pointed to 
decisions to boost Malaysia's 
palm-oil refining capacity and the 
move into the petrochemical in- 
dustry as examples of the govern- 
ment's determination to strength- 
en industry's links to domestic re- 
sources. 

Razaleigh also expressed confi- 
dence over the future of the Ma- 
laysian car: “It will show us the 
way towards increasing local con- 
tent in other industrial processes.” 

Ultimately Razaleigh sees in- 
dustrialisation as necessary to 
maintain Malaysia's growth. “For 
our domestic stability we have no 
choice” — even if financing that 
growth involves progressively 
higher burdens. "We cannot sac- 
rifice growth for the sake of finan- 
cial stability." — JAMES CLAD 
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Veit there | is very little export 
= bias in Mahathir's industrialisation 


- drive. The strategy isto build up enter- 
prises seen as vital to any indus- 
trialised state; only later, when these 
have become established, will exports 
be attempted systematically. 


stream in an era of worldwide sur- 

plus capacity in virtually all their 
respective product lines. For example, 
the cement industry will ride for the 
foreseeable future on a 50% import 
surcharge to protect it from regional 
oversupply of the product. The Na- 
tional Car will sell because the govern- 
ment has moved in recent budgets pro- 
gressively to push the duty on partly or 
completely knocked-down car kits so 
high as to guarantee it virtually a free 
Tun in the 1,200-1,600 cc market. 


T: new industries will come on 


~ Mahathir's stamp on the current in- 


dustrial push cannot be over-em- 
phasised. Apart from a close circle of 
advisers — only a few of whom are in 
the cabinet — Mahathir keeps his own 
counsel. He has not consulted many 
within his own party,.let alone outside 
it, about his decisions. Neighbouring 
Asean partners have been disagreeably 
surprised as some elements of Malay- 
‘$ia’s industrial policy — such as the 
National Car — have collided with 


-Asean-level industrial schemes. 


To this extent, the Hicom projects 
have come to be seen as very much the 


beneficiaries of Mahathirs special | 
favour. This, in turn, has sometimes led 


to bitter inter-agency jealousies, and 


even to absurdities such as approval by 


one agency under the Trade and Indus- 
try Ministry's control of an engineer- 


— ing complex which duplicates the 


functions of another complex already 

planned by Hicom for the same area. 
Top-level advice from the Treasury 

and Primary Industries Ministry some- 


- times takes issue with the prevailing 


orthodoxy, using  balance-of-pay- 


-qments or indigenous-resource deve- 


lopment arguments (the Hicom pro- 
jects mean  merchandise-account 
drains and much less money for tradi- 
tional resource development). But the 


Hicom strategy is set in concrete — as 


one official close to Mahathir 
explained by using an old proverb: 
“The dogs bark but the caravan moves 
on.” 

Mahathir's strategy must be seen in 
the context of other industrial policies 
followed since independence. Initially, 
import-substitution was pursued, 
based on mild tariffs and investment 
incentives — reflected in pioneer-in- 
dustries laws in the 1950s offering tax- 
free periods to manufacturers based on 
the size of their investments. 

After that, labour-intensive and reg- 
ionally dispersed industrialisation be- 
came the vogue, and many incentives 
still reflect these priorities. Later 
again, renewed stress was placed on 
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and downstream rubber processing” 
and manufacture. At the same time, 
foreign firms got generous incen- 
tives for export-oriented production in 
FTZs. 

Mahathir's views on heavy indus- 
tries also do not conflict with his ear- 
lier efforts to "Malaysianise" former 
British plantation and trading firms, 
turning them more into downstream 
commodity processors and manufac- 
turers. The recent acquisition by Sime 
Darby of Dunlop's remaining interest 
in Dunlop Malaysian Industries 
(REVIEW, 6 Dec. '84) shows this dimen- 
sion of Mahathir's thinking still very 
much in place. 

The Hicom-led heavy industries 
push is seen differently: as a quantum 
jump into enterprises which for 
the most part have been terra incog- 











"ties dn 8 fa bi with a tonsderably 
more advanced infrastructure than 
just 10 years ago: Malaysia's road (and 
less impressively) its rail system are in 
place, while its manpower develop- 
ment has progressed considerably, 
with new technical-training institutes 
opening each year. Other infrastruc- 
ture facilities — such as ports and tele- 
communications — have been up- 
graded at considerable public expense. 

The private financial system's re- 
sources also have grown enormously 
since the 1960s and 1970s, with bank- 
ing expertise and professionalism 
keeping pace (with several glaring ex- 
ceptions). The record of private invest- 
ment in manufacturing is less impres- 
sive. Thus, public expenditure for 
Hicom's heavy industries does not 


| necessarily mean forgoing other, vital 


The Proton in a nuclear 
automobile qeu 


o Asean economic initiative got off 

to a flashier start than the scheme 
to develop complementary car indus- 
tries among the member states. But no 
other proposal has collided head-on 
with more claims to national self-in- 
terest — not least Malaysia's decision 
in late 1982 to go it alone with an inte- 
grated passenger-car industry. 

The Proton Saga, as the Malaysian 
car will be called, is a four-door, front- 
wheel-drive passenger sedan with a 
choice of 1,300 or 1,500 cc engines. It 
will retail for around M$21,000 
(US$8,400) depending on the engine. 
Production is scheduled to begin at an 
annual rate of 5,000 vehicles a year in 
July and to build up to 40,000 a year by 
1986. The basic model should be deve- 
loped later into a range of cars. 

But the structure of the car industry 
these days is not what it used to be and 
some fear Malaysia's leaders may not 
have grasped this point. Three funda- 
mental changes are now under way in 
car industries around the world: con- 
centration of production, shedding of 
labour and ever-tightening supplier 
linkages. The effect of these changes is 
to boost economies-of-scale for exist- 
ing multinationals and to make econo- 
mic nationalism in this area of manu- 
facturing a precarious adventure. 

“The history and prospects of the car 
industry in developing countries do 
not make encouraging reading,” 
United Nations Industrial Develop- 
ment Organisation (Unido) house 
document on the global car industry 
states. “Despite the relative stability of 
car technology, both process and pro- 
duct-wise, for many years, no full 
transfer of effective capabilities has | 
taken place." 











One Heavy Industries Corp. of Ma- 
laysia (Hicom) consultant told the 


REVIEW: "It is difficult to know how 
much initial investigation was under- 
taken by Malaysian authorities prior 
to agreement on the current Perusa- 
haan Otomobile Nasional [Proton] 
project." But one thing is clear: with 
Proton's entry into the field, "the poli- 
tics and economics of the oligopolistic 
struggle for market shares in a country 
with an expanding market have been 
greatly complicated," in the words of 


| another Unido report entitled Japan 


| and Malaysia's Car: Rising Sun or 
| False Dawn of Economic Cooperation? 
The agreements signed in late 1982 
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nance, but even here Mahathir's S gov- 
ernment has-a new National Agricul- 
tural Policy (REVIEW, 24 May '84) that 
aims to depopulate the countryside to 
augment the.urban workforce, while 
 commercialising «newly aggregated 


| landholdings to boost production. 








ere, again, the complementarity 
of. Mahathir's policies. becomes 
evident. His much discussed "70 
million" population policy. (aiming to 
prepare Malaysia for such a popula- 
tion by the end of the next century) is 
also seen as boosting domestic markets 
-o for the products of industries. now 
Beng built. ` 
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Sebine Proton confor m closely to 
Malaysia’s unique approach to indus- 
trialisation — which stresses a big 
jump into heavy manufacturing by 
high-profile public- ~sector enterprises. 
Hicom holds 70% of Proton's equity, 
with two rema locks of 15% each 
held by Mi rc 0. and Mit- 
subishi Corp | 
wassetatM 
in 1 reps t Č 
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| cost increases at 
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THE DRIVING FORCE 


(Car demand projections, 1983-94) 
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maximum output of 120,000 units in 1994. 
*Not in production in 1983. 
Source: Automotive Federation of Malaysia. 


















was . M$575 


most recent / estimate 
million. s% 
Proton is building an assembly plant 
designed to turn out 120,000 cars a 
year. A body- -stamping plant, paint shop 
and engineering complex are being 
built on an adjacent Hicom estate in 
Shah Alam, near Kuala Lumpur. 
Annual output over 1986-89 should | 
reach 20,000 units with full production 
attained only by 1994. Local-content 
targets have been set at just 3696. by the 
mid-1990s, rising from an initial 18%, 
with the increase coming when Pro- 
ton's own | body-stamping works comes 








Note: The first two forecasts assume a 5% annual increase in passen- -f 
ger car prices, while the third assumes a 10% annual price rise. All 
forecasts assume Proton production reaches 20,000 hy end-1985 and 
thereafter keeps to the schedule set in the project plan, achieving 
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devices — pelos ue RA cotta: 
tion and high tariff walls — to ensure 
their success. But the constraint apply- 
ing since the 1950s — a limited domes- 
tic market — has not changed. 

At the core of the continuing debate 
over the government's industrialisa- 
tion drive lie starkly contrasting ap- 
proaches to achieve the desired end 
(little rural romanticism clouds econo- 
mic planning in Malaysia). 

Unlike the first countries that indus- 
trialised and exported manufactures 


inan era of free trade and trade expan- 


sion, *peripheral countries today are 
industrialising and attempting to ex- 
port in a period of. high tariff. ps 
imposed by the P core' countries," 


which in the eriod 1973- 83 climbed at 


2% - 


> qu ion whether this en 
will continue. Even on the most pes- 
simistic assumptions, Malaysians will 
increase their car ownership by 60% 
during the next decade, with most 
studies suggesting that the National 
Car's share of the market will be higher 
| the lower the aggregate demand. With 


| the most favourable demand picture, 
one estimate puts Proton's (and, in- 


directly therefore, 
. Mitsubishi's) share 
of the 
x market at 70%. 

- The government 
describes the Na- 
tional Car project as 
.a lynchpin of Ma- 
 laysia's industrial 
transformation. It 
has brought the pub- 
lic sector in re- 
treat elsewhere in 
Malaysia — directly 
into the car-produc- 
tion business via 
Proton. Moreover, it 
is walking arm-in- 
arm into the busi- 
ness with what is 
globally the fifth-ranking Japanese 
car producer. Mitsubishi is keen to ef- 
fect some shifts in the market share — 


| to the discomfort of Toyota and Nis- 


san, the leading J apanese producers. 


ome say the prestige attached to 
the “kereta Malaysia,” the Malay- 
and Prime Minister Datuk 
Seri Mahathir Mohamad's close iden- 


| tification with the project, clouded 


better judgment about the gamble’s 
chances. The government counters by 
stressing the following: 


| » The M$575 million project will leap- 
.| frog conventional car-assembly tech- 
-| nologiesnow used in Malaysia, putting 





overall car 


plementarity p 



























just t a change from one mode o: 
duction to another, but a radica | 
formation of the impulses that r 
Malaysian society. Citing the car 
ject, a restricted United Nations 
dustrial Development Organisa 
paper on Asean car- -industry g 
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the country at the forefront of: 
methods while increasing local 
and value-added: before the M 
Car the government had taken 
ualist stance towards this high 
tentious area of industrial s 
tion, introducing in 1979 a mar 
deletion scheme (rather than v 
weight measurements), but in p 
accepting low local-content. 
> The industry will serveasa s 
centre for the growth of an 
dustries, as steadily increasing. 
content requirements entice 
manufacturers to learn new proc 
to make specialised components 
» A car industry will also st 
demand for higher skills, with F 
staff initially trained in Japan 
increasingly taught locally. 
» The Proton car will reduce the 
lem of too many makes and mo 
the beginning of 1984, Mal 
could choose from 21 makes ar 
than 100 models, all assembled lo 

Critics say the title " National ¢ 
actually a misnomer the I 
Saga will be emphatically mored 
ese than Malaysian. On the bas 
published evaluations of local cor 
nent quality by Japanese firms t 
selves, the best quality and relia 








































ratings not surprisingly go to f 
(producing batteries, alterna 


springs and wire harnesses) that 
technical servicing agreements W 
Japanese producers or to affiliate: 
Japanese firms working in Mala 
Local economists agree that local. 
ponents often fail to meet standa 
Hicom sources indicated to the Rev 
that putting pressure on Mitsubish 
select independent local firms — 
local-content contracts had becom 
major issue. 

Sceptical economists also allege 
laysia will incur a cost penalty | 
creasing local content: “The. 
charge as compared to curr 
items now made in Malay. p 
least one-third higher," one s 
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now applied. But the economic 
nationalists counter that the only way 
- Malaysian industry can learn is by 
— doing. Still, as one Unido adviser put 
— it: "There is a danger that the Mit- 
——subishi monopoly on quality control 
— Could lead to the eradication of some 
_ firms and their replacement by en- 
~ — tirely Japanese-controlled entities.” 
— In stark contrast to South Korean 
and Taiwan motor industries (and even 
- further afield to those in Brazil or 
_ Mexico), Malaysia is not aiming to ex- 
P port the Saga. The domestic base will 
— have to carry the venture. Fore- 
— Shadowing this, tariff policy already 
- has priced completely built-up im- 
— ports out of the market. And though all 
plants, including Proton's, will have to 
_ pay the same rate on completely 
- knocked-down (CKD) kits for assem- 
| - bly, Proton's higher local content will 
mean a lower CKD tariff. 
— The result is that plant utilisation in 
—Malaysia's existing assembly works 
—— will plummet — the government stoi- 
— cally accepts that many of them will go 
- under. Malaysia's motor assembly in- 
_ dustry dates from the late 1960s, when 
——the government approved the start- 
— up of the initial six plants owned by 
Various car distributors. In the 1970s, 
— four more plants began operation. Yet 
— even in high-demand years, plants 
— achieved only 55% capacity-utilisa- 
_ tion rates. 

























—AAeanwhile, Trade and Industry 
‘#Y¥%8 Minister Tunku Razaleigh Ham- 
_ zah late last year said existing car 
- assemblers should consider “recondi- 
| | tioning old cars and heavy vehicles 
— to meet a growing demand." Malay- 
_ Sia now has 15 car-assembly plants 
— — including the most recent en- 
frant, Automotive Manufacturers in 
Pahang — and more than 250 small 


— factories produce various kinds of car 


Ss 


M i 


E- If focal assemblers do not find 
substitute 





work, Razaleigh said, 
their prospects are bleak: “Those 
unable to compete with the National 
Çar may eventually have to close 
_ shop.” Some say this policy of cold 
turkey for assemblers, however jus- 
tified by the need to guarantee Pro- 
_ ton's success, amounts to a betrayal of 
— earlier inducements to foreign firms to 
- invest in car-assembly plants in Ma- 
laysia. 
___ Two broad issues hang over the fu- 
. ture of the national car, both of which 
— lie entirely outside Malaysia's control. 
The first turns on changing corporate 
strategies of the huge Japanese car 
firms. Those left out of the project can- 
not accept with equanimity Mit- 
subishi's end-run into the market via 
Proton: in this respect, the decision to 
give Toyota franchise-holder United 
Motor Works (UMW) the largest 
minority share in Proton's distribution 
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las aro Seada r ter se specula! o 
Toyota's ultimate objectives, 
cially as the history of the car industry 
in Malaysia has been closely in- 
tertwined with distribution firms. 
Some expect Toyota — via UMW — 
eventually to buy into Proton. 

Mahathir's choice of Mitsubishi — 
closely involved in Hicom's iron and 
steel projects and in other Malaysian 
resource-extraction enterprises 
suggests a long-term relationship with 
this multinational giant may ben the 
cards. From the Proton project alone, 
the rewards are clear: CKD car-assem- 
bly kits, construction contracts for the 
Shah Alam factory and technical-ser- 
vices contracts. One foreign adviser 
put the matter bluntly: “Japanese 
firms already dominate the existing 
motor trade and domestic auto output, 
and the Proton project strengthens 
that hold while altering the balance of 
power among the Japanese multina- 
tional companies.” . 

A second issue arises out of numer- 
ous technological changes oceurring in 
the car industry worldwide, making 
this industry once again the pioneer of 
new processes, as it was in the 1920s. 
Some fear that Proton may discover it- 
self stuck with technology that will be- 
come rapidly outdated, installing 
equipment that is theoretically obso- 
lete now and may soon become func- 
tionally obsolete as well. 

The local-content issue seems some- 
thing of a deception; even a large de- 
veloping country such as India has not 
been able to push its carindustry out of 
stasis, and in 1982 Marutisigned a deal 
with Suzuki to make engines. If India, 
which is a large and comparatively es- 
tablished industrial state, finds it hard 
to avoid the Japanese embrace, how 





will Malaysia fare if it decides some- | 
time later to make its embryonic car | 


industry truly autonomous? The publi- 
cation Japan and Malaysia's Car has 
reached a pessimistic conclusion: “The 
probabilities of gain appear far more 
secure for Japan and Mitsubishi than 
for Malaysia,” concluding sombrely 
that “for the former the sun may con- 
tinue to rise but for the latter, first 
light could still turn to darkness.” 


It is easy to criticise the Proton | 


dream and forget the wider social, 
skill-acquisition and nation-building 
objectives behind the National Car 
project. The bi-weekly Malaysian 
Business said recently that “never be- 
fore has an intended project been so 
lambasted and roundly criticised as 
the Malaysian car project. One 
economist went to the extent of saying 
that ‘I have yet to talk to a single 
economist who thinks that the project 
is viable’.” 

The magazine's columnist differed, 
asserting that “from both financial 
viability and wider socio-economic 
grounds,” [it] “has very substantial 
economic value and tremendous 
societal profitability." — JAMES CLAD 
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Paying the 
piper's tune 


Ithough Malaysia looks set to 

achieve its goal of pushing man- 
ufacturing into top spot in the econ- 
omy this year, much of the growth is 
coming from the heavily import- 
dependent, foreign-owned and 
capitalised industries located in free 
trade zones. More worrying, apart 
from the government Sector's drive 
into heavy industry, industrial deve- 
lopment is being held back. by a lack of 
private sector finance: government in- 
centives remain confüsing and (to Ma- 
laysian Chinese and foreign investors 
especially) are outweighed by disin- 
centives thrown up by the New Econo- 
mic Policy. 1^ : 

The upshot is that private manufac- 
turing is not getting the funds it needs 
to fulfil government. ambitions at a 
time when the government aims. to 
have manufacturing contribute 27*5 to 
gross domestic product. by 1990 (up 
from 12% and 19% in 1970 and 1980, 
respectively — and 19% forecast for 
this year). This threatens to undermine 
the government's efforts to remove 
structural weaknesses by widening the 
country's narrow base of export-led 
industries, consisting mostly of elec- 
tronics, clothing and textiles. 

To do this it needs consistent, coher- 
ent fiscal inducements» Yet its indus- 
trial investment incenfives are lagging 
behind those of its neighbours as gaps 
in industrial finance worry planners, 
troubled that the planned general re- 
treat of the public sector(the Heavy In- 
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OFFSHORE 
MONEY MARKET 
FUND LIMITED 


CURRENCY FUNDS | 


An opportunity to com- 
bine high growth potential 
with maximum security 
and the flexibility of realising 
your holdings at short notice. 














60 countries, is a world leader in 
international money Manageme! 
and currency dealing. The 
Investment Advisers to the 
Funds, Standard Chartered Bank 
Treasury Division have 20 
dealing centres thr ugh 
the world er are in 
touch with t te m irkets 
24 hours a d n 
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pq. 
A choice of investment (in 
in any of five currencies: f ! 
Sterling, US Dollars, 
Deutschemarks, Swiss Francs 


or Yen with no initial charges. 


MANAGED FUNDS 


The two Managed Funds designated in Sterling and 
US Dollars are designed for the investor who does 
not have the time or experience to manage a currency 
portfolio. 





6€ Minimum investment of only £1,000. 
€ Holdings may be realised at just two 
days notice. 
:8 Low management charges and fees. 
9 The security of a Jersey-based 
investment. 





Jb ^A i ! If you would like to find out more, fill in at 
| The objective is to maximise growth by balancing | return the coupon and we'll send you a Fund P; 
interest rates against rates of exchange. 


pectus, and other information on banking services 
in the Channel Islands, or contact your local brani 
Interest earned is accumulated within each class ofthe Standard Chartered Group 


of share and no dividends will be paid - all income is JLI i d nont aidh taies co dialetto 


reflected in the capital value of the Shares. Standard Chartered Fund Managers (C.1.) Limit 
Standard Chartered Bank, one of Britains by Standard Chartered Bank does not constitut 


leading banks, with more than 2000 branches in over an offer or invitation to invest in the Fund 


4-4a Des Voeux Road Central, Hong Kong. 
Please send me a copy of the Fund's Prospectus and Application Form. I understand that investment may only | 
made on the basis of the terms set out in those documents. 


To: The Chartered Bank, Marketing Dept., FEER 71 | 
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m Natched by a corresponding rise in 
. private industrial investment. The 
- drop-off in new manufacturing invest- 
ment has occurred at a time when cur- 
—rent account and budget deficits are 
causing concern, and when natural re- 
source earnings can no longer be relied 
= upon to fill the gap. Cuts in petroleum 
— production (REVIEW, 10 Jan.) will 
l cramp government revenues (and thus 
its ability to service a foreign debt now 
' exceeding M$20 billion (US$8.1 bil- 
— lion) this year. 
— The issue of attracting more private 
_ industrial finance has become more 
)ressing as decisions during the past 
years to privatise large segments 
Ef public enterprise begin to go into ef- 
fect. (Malaysia's off-budget agencies, 
including Hicom, saw their share of the 
federal budget fall by a preliminary 
— MSI.5 billion to M$5.7 billion in the 
— fiscal year which began on 1 January 
- [REVIEW, 1 Nov. '84].) 
"The private sector is expected to 
play an expanded role in investing in 
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Said Deputy Prime Minister Datuk 
— Musa Hitam recently. Most govern- 
M. ment-arranged finance these days is 
| going to Hicom or Sabah Energy 
- Corp.’ s large, capital-intensive steel, 
- sponge-iron, car-manufacturing and 
- methanol projects. So will the private 
i sector ride to the rescue? 


n 1984 Malaysia’s financial news 

was dominated by warnings from 
Bank Negara (the central bank) and 
political leaders about “excessive” 

roperty-related commercial bank 
ending, while grumbling about 
lacklustre public-sector industrial 
- financing continued to grow. Although 
Bank Negara's guidelines stress man- 
ufacturing loans (other guidelines 
cover agricultural loans and those to 
bumiputras), the private banks' record 
is unimpressive. 

At end-1983, only M$9.5 billion was 
lent for manufacturing purposes — out 
of M$52.5 billion credit extended to 
the private sector. Figures from the 
central bank for the first half of 1984 
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how that 
» Of a total of M$3.0€ J illion vin 
new loans and advances by commer- 
cial banks went to the manufacturing 
sector. 

Central bank statistics show a wor- 
rying lack of progress towards meeting 
one of Prime Minister Datuk Seri 
Mahathir Mohamad's major ambitions 
— accelerating private finance of in- 
dustry. Private industrial investment 
| overall seems to be losing momentum 
| by comparison to the publicly funded 
| projects belonging to Hicom which is 
| financing nearly all its projects using a 
variety of offshore credits available to 
foreign (mainly Japanese) turnkey 
, contractors. 
| Hicom's cement, sponge iron, steel 
and motor car plants alone are esti- 
mated to cost M$2.6 billion. Ambitious 
sponge-iron, methanol and other pub- 
lic sector projects in Sabah similarly 
depend overwhelmingly on offshore 
funding. Given the scale of these in- 
vestments, it is perhaps not surprising 
that private investors have shied away. 
But the volume of private manufactur- 












Annual 
| change (%) 















ing investment must grow if the 
downstream benefits (which are, after 
all, the prime rationale for the big pro- 
jects) are to materialise. 

Compared with liberalised invest- 
ment policies in the Philippines, Thai- 
land and Indonesia, Malaysia now 
seems to havethe most complicated in- 
vestment-incentive system in Asean. 
The incentives and eligibility rules 
have changed little since the late 
1970s. Meanwhile, Indonesia and 
Thailand have moved to replace in- 
vestment incentives with reduced cor- 
porate income-tax rates, while the 
Philippines is setting up a simplified 
incentive package based mainly on tax 
credits for value added in certain, ap- 
proved enterprises. To compete for in- 
vestment, Malaysia must put its house 
in order. 

But drawing up effective measures 
takes time, and many superficially 
easy steps have significant revenue 
costs. Malaysia shares with the Philip- 
pines and Thailand a high degree of 
revenue dependence (about 25%) on 
foreign trade taxes. An extra disad- 
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Te Dui heavier tax loads on im- 
ports) Comparatively, Malaysia 


weighs its incentive system heavily 
against exports and towards imported 
raw materials. 


ublic-sector financial institutions 

have been criticised for a lack of 
drive. The most recent available fig- 
ures, from 1983, show 714 investors re- 
ceiving approval from the Malaysian 
Industrial Development Agency for 
new or expanded projects with a total 
proposed capital investment of M$5.5 
billion — a drop of nearly M$1 billion 
from the previous year. Some of 
Mahathir's recent financing initiatives 
— such as his encouragement of ven- 
ture-capital firms — can be seen as im- 
plicit eriticism of institutions such as 
Malaysian Industrial Development Fi- 
nance (MIDF), which from 1961 to 


| March 1984 had extended 3,268 loans 


totalling M$1.5 billion. 

Of the industrial projects approved 
(which is no guarantee of eventual op- 
eration) in 1983, 87 received pioneer 
status, 75 some form of investment-tax 
credit and 11 received incentives for 
siting industries in approved areas, 
mainly in the east coast of Peninsular 
Malaysia and in the eastern states of 
Sabah and Sarawak. Only one investor 
sought labour-utilisation incentives, 
which are given to encourage labour- 
intensive industries. The foreign/local 
equity breakdown showed 250 wholly 
Malaysian-owned, 224 joint ventures 
with foreigners and 24 entirely 
foreign-owned projects. 

MIDF made a slow start after begin- 
ning operations in 1960 as the first in- 
dustrial-finance institution. Owned at 
first by foreign investors, MIDF passed 
to Malaysian control. After 1981, 41% 
of its M$79.6 million equity went to the 
Malaysian Government, with the re- 
mainder held by more than 30 finan- 
cial institutions, the largest of which 
remains Malayan Banking. Lesser 
public-sector industrial financiers in- 
clude Bank Pembangunan, Bank Per- 
tanian and the Majlis Amanah Rakyat 
which between them advanced 
M$140.9 million to small manufactur- 
ers in 1983, most of it to bumiputra 
borrowers. 

Another problem of the existing in- 
centive system lies in its preferential 
treatment of larger enterprises. Larger 
firms can mobilise more political clout 
when pleading for special favours (the 
recent 50% increase in cement import 
duty is a case in point). Generally, the 
effective protection rates (EPRs) ap- 
plying across the board in the man- 
ufacturing sector favour big firms. On 
the other hand, World Bank calcula- 
tions show negative EPRs for products 
which may have potential for growth 
in small-scale industries such as fish 
canning, clothing, saw-milling, plastic 
products and metal furniture. 

— JAMES CLAD 
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MINOLTA 


The Minolta EP450Z and EP650Z offer you 
what you really want a copier for: superb copy 
quality at a fast copying speed and with 
automated copy processing capabilities. But they 
also offer you a great deal more! Each PPC 
supplies 781 zoom enlargement/reductions: you 
can select any magnification ratio between 
0.640X and 1.420X to enlarge or reduce the 
image area of your original to the exact size you 
require. 

Zoom enlargement/reduction gives you 
complete control over copying: no longer are you 
limited to just a few choices of how large or how 


See the EP4502/EP8502 of these Minolta subsidiaries and distributors: 


Toiwon Santa Office Machines Corp. HFL 75. Sec. 4, Nanking E. Road, Taipei Phone: (02) 715-5001 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, Oriental Centre, Kowloon Phone: 3-676051 


Singapore 
Malaysia 


Minolta Singapore (Pte) Ltd. 10, Teban Gardens Crescent, Singapore 2260 Phone: 563-5533 
City Marketing Sendirian Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor — Phone: 576057 

l Technical Supply Co., Ltd. 1808-1812 Kasemrat Road Klong Toei Bangkok IOO Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-742 
-- Philinaninas — TOPROS inc. Tosres Bida. Banawe Cor. Atok St. Quezon Cifv Metro Manilo — Phone: 49-49-21 





small copies can be made from any original. 
Theres virtually no limit to the uses you can 
make of the Minolta EP450Z 's or EP650Z 's zoom 
enlargement/ reduction. 

Both copiers, with their companion automatic 
document feeder or document feeder optton, will 
also automatically select the appropriate magnifi- 
cation ratio according to the size of the original in 
use and the copy paper size you require. Or the 
appropriate loaded copy paper size according to 
the original size in use and the magnification 
ratio you ve selected. Thus, it's almost impossible 
for the operator to make a mistake... think of the 
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EP450Z with Automatic Document Feeder ADF- 11 
and Sorter S-101 

Copy Size: A3 to A6 (11 * x 17* to 4! 
Copy Speed: 25 copies/min. (A4) 


A EP650Z with Automatic Document Feeder 


p d and Sorter 5-201l 
<i” Copy Size A3 to AB (11 * 


Cooy Speed: 46 copriesimi AA 
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savings in time and waste copy paper! B — 

We ve just pointed out more than 781 fruitful E——E m 
reasons you owe it to yourself to take a 
closer look at the Minolta EP450Z or 
EP650Z. And there are lots more, as your 
Minolta dealer will be delighted to explain. 
Wont you call or visit him today? 


p 
MINOLTA ZOOM COPIERS : 


EP4507Z /EP6507 P 


MINOLTA CAMERA CO., LTD.. Business Equipment Operations, 30, 2-Chome, Azuchi-Mochi, Higashi-Ku. Osaka 541, Japan 





Indonesia — PT Perdona Nirwano Abadi Co. 67B, JI, Krekot Rayo, Jakarta Pusat Phone: 372-609 

India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110018 Phone: 682475, 682476 

Pakistan Allied Equipment Ltd First Floor, Nelson Chambers, 1. | Chundrigor Rood, GPO. Box 680, Karachi-1 Phone 214927 

Bonglodesh Brothers International! Ltd. Notional Scout Bhaban, inner Circular Road, Kakrail, Dhaka, G.P.O. Box No. 767 Phone. 400042, 404929. 404696. 406754 
New Zeolond Viko Holdings Ltd. MSI Bidg. Cnr. Khyber Poss and Nugent Str, PO. Box 220, Auckland 3 Phone: 796-294, 796-295 

Australia Océ Reprographics Lid 89 Tulip St., Cheltenham, Melb. 3192 Phone: 584-1011 
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4 Se | minds in Asia read The Far 
Eastern Economic Review 

IN fact a very convincing 9476 
of our readers are in upper or 
miaale management positions, 
or the professions. 

Ine average Review reader 
makes almost USS53,000 a year. 
Nearly 62% of them own stocks 
or bonds, over 86% run savings 
accounts, and 73% own real 
estate 

And incredibly, the total 
Investment of the average 
Review household adds up to 
just short of USS300,000 

The people who read the 
Review represent Asia's most 
affluent market. Which is why 
you'll find well over a hundred of 
ine worlds leading financial 
institutions doing big business 
from our pages. 

If you're in finance, open an 

account with 
E OTe Review. 
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Electronics workers in Penang FTZ: main incentive formats. 


Trade-zone benefits 


built on shifting sand 


alaysia's impressive manufactur- 

ing growth figures since 1970 dis- 
guise a highly import-dependent man- 
ufacturing base made up of footloose 
multinational industries attracted by 
generous incentives. But the revenues 
forgone and costs incurred in Malay- 
sia's single-minded cultivation of in- 
vestment schemes are coming under 
greater scrutiny, in the intensive plan- 
ning and research leading up to the 
Industrial Master Plan (IMP), as 
policymakers consider more effective 
and equitable incentives for Malay- 
sia's industrial future. 

The main incentive formats offered 
by the Malaysian authorities are the 
free trade zones (FTZs) begun in 1972, 
industrial estates (IEs) and licensed 
manufacturing warehouses (LMWs). 
FTZ firms receive duty-free raw- 
material and capital-equipment im- 
ports, relaxed customs formalities, 
concessional land-use charges and 
various tax breaks. Penang's FTZ, the 
first to be established, is perhaps the 
best known and accounts for slightly 
more than half of all FTZ employment 
in the country. As in other Asian coun- 
tries offering FTZs, participants in- 
clude electronics and electronic-com- 
ponents firms and textiles and foot- 
wear manufacturers. 

The LMW:scheme, started in 1974, 
permits the duty-free import of raw 
materials for processing into products 
destined for export, as long asthese are 
kept in bonded areas. By the beginning 
of 1984, 96 IEs and eight FTZs had 
been developed; with more being plan- 
ned. ib 

The three-;schemes account for 
nearly 45% ofimanufacturing employ- 
ment in Malaysia. By the end of 1982, 
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factories within the FTZs produced 








51% of Malaysia’s manufactured ex- | 
ports, while LMW firms contributed | 


another 10%. In 1982, exports from 
FTZs reached M$3.93 billion (US$1.58 
billion), compared to total manufac- 
tured exports of M$7.7 billion. 


Malaysia has, by and large, been | 


pleased with its FTZs — which have 
attracted more investment than in any 
other developing Asian nation — and 
its other incentive programmes. Sev- 
eral recent unpublished studies point 
to higher productivity and some im- 
provement — albeit scant — flowing to 
local firms. 

A recent World Bank-financed re- 
port concluded that by the end of 1982, 





10 years after their inception, the net | 


benefits of the FTZs to Malaysia had 
outweighed the net cost of establishing 
them. "More than any other Asian de- 


veloping country establishing export- | 


processing zones," the report said, 
"Malaysia has succeeded in attracting 
large amounts of foreign investment 
into the FTZs.” 


B: warnings are crowding out the 
praise. Caution has been expressed 
in two confidential studies, one com- 
pleted as part of the United Nations 
Development. Programme (UNDP) 
IMP exercise and another finished in 
1983 by the Economic Planning Unit 
(EPU) in the Prime Minister's Office. 
These single out lower-than-expect- 


ed employment generation, poor plan- | 


ning and wasted resources — espe- 
cially in the less well-off Malaysian 
states. The UNDP paper, Malaysia's 
Free Trade Zones and Licensed Man- 
ufacturing Warehouses: Benefits and 
Costs, urges that FTZ firms start pay- 


siderably below the 45% rate applica- 
ble to ordinary domestic firms. 

It says the degree of linkage between 
FTZ enterprises and the domestic 
economy through purchases of locally 
produced materials and capital equip- 
ment has been disappointing, but as- 


| serts that FTZs would buy locally if 


materials met quality and dependabil- 
ity standards. The report also urges re- 
laxation of restrictions on FTZ firms 
selling domestically, as long as such 
sales attract the same duty as applied 
to imports of the same items. 


Svea the EPU document sug- 
gested major changes in the IE pro- 
gramme. “The present system does not 
provide for adequate planning and 
coordination of industrial estate deve- 
lopment,” it said, resulting in wasted 
resources. It added that, with one ex- 
ception, “all the non-viable industrial 
estates are located in the less- 
developed states of Kelantan, 


| Trengganu, Kedah and Sarawak.” The 


relatively longer-established IEs in 
Penang, Johor or Selangor had “higher 
linkages with respective local 
economies [and] contributed much to 


their respective state gross value 
added." 

The paper also criticised state eco- 
nomic development corporations 


(SEDCs) for seeing industrial estates 
solely in terms of their ability to gener- 
ate enough revenue to service loans 
raised by the SEDCs for land and 
infrastructure development. It said 
underpricing of land has often led to 
speculation, and to “transfer purchas- 
ing” — whereby “an industrialist buys 
the subsidised land, transfers the loca- 
tion of [his] factory and sells his origi- 
nal lot at a higher market value .. . 
thereby realising a windfall capital 
gain.” 

The officials preparing the report 
called for closer federal-state coopera- 
tion in planning IEs and urged creation 
of industrial development areas (IDAs) 
covering more than one state which 
would act as a nucleus for sustained in- 
dustrial growth. Specifically, they 
called for a large stretch of the penin- 
sular east coast from Kuantan up to 
Paka-Cukai and south to Pekan to be- 
come an IDA to spread the benefits of 
petroleum development inland 

The Penang state government, led by 
Chief Minister Lim Chong Eu, can be 
expected to resist moves by the federal 
government to remove or reduce the 
incentives that have helped boost the 
local economy via the FTZs. Lim told 
the REVIEW last year that a turn away 
from the FTZ strategy would have 
"unhelpful" consequences for Penang, 
where more than 42,000 workers are 
employed in 49 factories having fixed 
assets (including land and buildings) 
valued at M$1 billion. Dealing with 
these local interests will test the gov- 
ernment's fiscal policymakers in the 
months ahead. — JAMES CLAD 
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FS matters in Malaysia cause more 
complaint than'the disincentives, 
real or imagined, arising from the in- 
terplay between the New Economic 
Policy (NEP) and the non-Malay com- 
munity's investment decisions. The ir- 
ritation reaches its greatest intensity 
over controls on funding and operation 
of small-scale enterprises (SSEs), some 
of which fall under legislation requir- 
ing bumiputra equity or employment. 

Under the the Industrial Coordina- 
tion Act (ICA), firms with paid-up 
capital exceeding M$250,000 
(US$100,800) or with more than 25 
full-time workers must get a licence to 
manufacture, a process that not only 
takes many months but has conse- 
quences that are difficult for some en- 
trepreneurs to swallow. Many com- 
deliberately remain small, 
either setting up separate firms or not 
re-investing in their business. 

Industrialisation from this perspec- 
tive looks different from the high-pro- 
file projects under the stewardship of 
the Heavy Industries Corp. of Malaysia 
(Hicom). For small-town, non- 
bumiputras, the ICA's disincentives 
continue to provoke second thoughts 
about expanding small industries 
while providing convenient ammuni- 
tion for aggrieved sections of the 
Chinese community. 

The issue reaches deep into Malay- 
sian business and politics: at an econo- 
mic seminar sponsored by the Chinese- 
dominated Gerakan Party (a minor 
party in the ruling National Front co- 
alition) last year, for example, one 
Speaker concluded that “the develop- 
ment and expansion of the manufac- 
turing sector should take precedence” 
over NEP targets. In a confidential 
memorandum to the government in 
1980, the Malaysian Chinese Associa- 
tion (the largest Chinese-based party 
in the National Front) said the ICA 
“remains an unpopular piece of legis- 
lation to a cross-section of the Chinese 
Malaysian business community” and 


noted widespread non-compliance | 


“even to the extent of refusing to ex- 
pand their operations” beyond the 
M$250,000 baseline. 

The government counters that the 
NEP guarantees stability — without 
which growth would cease. Deputy 
Prime Minister Musa Hitam recently 
admitted that “restricted growthiis one 
of the by-products of the NEP,” but he 
insisted that shutting out bumiputras 
would mean no growth at all because 
Malaysia's political stability would be 
jeopardised. 

What exactly is an SSE? From an 
employment measurement, World 
Bank advisers to Malaysia describe 
them as enterprises where five to 49 


on the birth of industry 
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Dunlop's Petaling Jaya 
people are working, though capitalisa- 
tion varies enormously. Together with 
the informal, backyard-business sec- 


tor employing fewer than five workers, 
one estimate puts those employed by 


small businesses overall] at about 
650,000 people. 

But while Malaysia's manufacturing 
growth from 1960-83 averaged 13- 
14% a year (a far faster rate than 
achieved by the gross domestic pro- 
duct or by any other sector) most of the 
pace has come from larger businesses 
or free trade zone enterprises. Worry- 
ingly, SSEs have slowly become less 
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More worrying still 
chinery and engineering businesses — 
crucial to any country's industrialisa- 
tion — have stagnated. 

In particular, metal-product enter- 
prises, where SSEs pre- 
dominate, *remain beset 
by considerable dif- 
ficulties,” according to a 
restricted World Bank 
paper, Development Is- 
sues and Prospects of 
Small Enterprises. The 
upshot is that a relative- 
ly small number of big 
companies accounts for 
most of the value added 
in Malaysian manufac- 
turing. 

The primacy of the 
Malaysian Chinese in 
older, “backyard indus- 
tries” such as metal 
working (developed to support rubber, 
palm oil and tin mining) cannot be 
ignored. Most of the 2,000 SSEs in 
these trades (sheet work, welding, 
machining, casting, presswork, forg- 
ing and machine assembly) operate in 
Selangor, Penang, Johor and Perak, 
and most use outdated technologies, 
have uneven work schedules and are 
housed in simple back-lane premises 
— none of which help quality control. 
Productivity per worker remains low 
and less than 10% of production is ex- 
ported. 

Can the SSEs do more to help Malay- 






Hicom provides the thrust 
for Malaysia’s modernity 


he Heavy Industries Corp. of Malay- 

sia (Hicom) and its subsidiaries are 
the most visible thrust of Malaysia's 
industrialisation drive. Formed at the 
end of 1980 with authorised capital of 
M$500 million (US$201.61 million), 
Hicom remains a 100% government- 
owned company. Its goal is to help Ma- 
laysia progress from assembling im- 
ported components, partial processing 
of its own resources and consumer- 
goods oriented manufacturing to full 
processing of raw materials and manu- 
facturing of capital goods. 

Officials say Hicom is necessary be- 
cause private investors cannot or will 
not make the large expenditures and 
accept the long, unprofitable gestation 
periods of heavy industrial projects. 
The corporation, which became fully 
operational by early 1982, decided to 
operate in six areas: cement, sponge 
iron and steel billets, aluminium die- 
casting, passenger cars, motorcycle en- 
gines and general heavy engineering. 


Because of uncertain markets and | 


financing, Hicom's plans for a steel 
cold-rolling mill, an alloy die-casting 


plant, a pulp and paper mill and cóp- 
per-smelting and alloy semi-finished 
plants have been put aside. The gov- 
ernment is examining Hicom's propo- 
sal for a paper mill in Kelantan. 
Members of the Hicom family in- 
clude: 
» Kedah Cement, which has begun 
production. 
» Perwaja Trengganu, which is build- 
ing Malaysia's largest steel-billets 
mill, scheduled to start production this 
year with an annual capacity of 
600,000 tonnes of sponge iron and bil- 
lets. Perwaja is 51% owned by Hicom 
with the remainder held by a Nippon 
Steel Corp.-led group of eight Japan- 
ese firms and Trengganu state govern- 
ment interests. 
> The “Small Engine" project involv- 
ing three Hicom joint: ventures with 
Suzuki, Honda and Yamaha of Japan 
— with plants at Penang, Kedah and 
Shah Alam, respectively. Hicom holds 
30% in each. The three ventures will 
make different types of motorcycle en- 
gines of less than 100 cm? capacity and 
general-purpose engines of less than 
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other small businesses in productivity 
and job creation. Using local materials 
and processes, they manufacture foot- 
wear, furniture, pottery, and preserved 
food products competitively. Agro-in- 
dustries in the small-scale category in- 
clude processors, of. palm oil and 
¢oconut oil, timber mills and turners 
and agricultural-machinery makers. 
In these industries, SSEs hold their 
own against larger units, but are less 
successful when entering capital-in- 
tensive operations such as cement. 





n one respect, the government has 

utterly ignored World Bank recom- 
mendations. According to a 1982 re- 
port, “the supply of parts and acces- 
sories for the existing stock of motor 
vehicles represents a “high, and virtu- 
ally untapped, potential for metal- 
working industry." The bank recom- 
mended domestic production of parts 
rather than the assembly of the final 
product (cars, commercial vehicles and 
motorcycles), "but this has been left 
behind by [Prime Minister Datuk Seri 
Mahathir Mohamad's| decision to 
build a National Car." 

Given government's preoccupation 
with large-scale industries and its ina- 
bility in times of large budget deficits 
to sustain past aid flows to small busi- 
nesses, the SSEs have been receiving 
less political or fiscal attention in re- 
cent years. Yet some reckon that re- 


200 cm3, with top annual capacity in 
1991 of 373,000 motorcycle and 30,000 
géneral-purpose engines. The Hicom 
majority-owned die-casting plant will 
make die-cast parts foi-these plants. 
» Perusahaan  Otomobil ES 
(Proton), which is completing its fac- 
tory on 55.5 ha west of Kuala Lumpur. 
This land is part of Hicom' ges da 
estate: 902 ha, housing, apart from 
Proton, the Yamaha-Hicom small-en- 
gine plant and an engineering com- 
plex. 
» The heavy-engineering complex, 
costing M$300 million, lies at the heart 
of Hicom's drive to stimulate process 
technology. Swiss consultants George 
Fischer have determined a list of cast, 
moulded and forged products that will 
be complementary to the 100 existing 
metal shops"vin Malaysia. Technical 
aid, from the Japanese, Swiss and pos- 
sibly the Wést Germans, will help in 
developing by::1987 a complex with 
8,000 tonnes of casting and 27,000 ton- 
nes forging capacity. The plant plans 
to. make cylinder blocks, crankshafts, 
flywheels and differential gears. 
Hicom's management believes none 
of its ventures$-should claim an effec- 
tive rate of protection above 25%, ar- 
guing that eve then the added costs of 
finished products at the consumer 
level. will bemmuch less than that. 
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trialisation dive. 
For these reasóns; the government is 
being pressed, as-it finalises its 1985- 
95 Industrial Master Plan, to remove 
the inherent "big is beautiful" bias in 
its industrial incentives. In its place its 
advisers are urging what the World 
Bank calls a "neutral" regime. By this 
they mean placing all enterprises, re- 
gardless of size, on the same. footing 
(but decidedly not "neutral" with 
respect. to government-sanctioned 


- 





Hicom also stresses the social justifica- 
tion of generating indigenous indus- 


trial capacity, saying it outweighs 


_ strict cost factors. Moreover, managers 


claim, established industrial states al- 
ready have written off earlier heavy 
projecttinvestment, while Malaysia is 
just starting along the same road, mak- 
ing their operations inevitably more 
expensive, 






tial ] rale of smail firms in the indus- 
trialisation drive: most of Malaysia's 
natural resources — timber, rubber, 
cocoa, palm oil, petroleum and tin — 
need large-scale industries to ac- 


| complish first-stage processing with 


competitive economies of scale. 
Renewed attention to SSEs' role in 
processing indigenous resources comes 
at a time when the issue of resource- 
based manufacturing industries has . 
also attracted increased attention. Ata 
recent conference on the development - 
of resource-based manufacturing, for 
example, speaker after speaker be- 
moaned the lack of progress in 
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downstream processing, and decried ~ j 


the drain in investment from these in- 
dustries towards non-productive in- 
vestments in property and import-de- 
pendent consumer manufacturing. 
With Sime Darby's recent takeover 
of Dunlop Malaysian Industries 
(REVIEW, 13 Dec. '84) and exploratory 
contacts between Pernas (the national 
corporation) and Goodyear Tyre Co., 
Malaysia looks set to put new invest- 
ment into at least one area of resource 
processing — tyre-making, an area of 
potential exports which has 
Mahathir's strong endorsement. As 
economist Chee Peng Lim noted at a 
recent seminar: “Malaysia is the 
world's No. 1 producer of rubber but 
its No. 1 rubber product is condoms. . . 
this is ridiculous when we could be ex- 
porting rubber tyres.” — JAMES CLAD 





Hicom aims to put most of its rev- 
enue back into investment and let the 
government —. Hicom's only share- 
holder — worry about inefficiencies. 
However, some of Hicom's indirectly 
associated companies — such as the 
Proton car distribution subsidiary 
Edaran Otomobil Nasional — will dis- 
tribute profits (understandably, in 
view of its private-sector sharehold- 
ers). 

The corporation is openly concen- 
trating on the domestic market (for 
example, much of the Hicom steel sec- 
tion mill's prduction is destined for 
Sabah) aiming at the "hump" of 
domestic demand. Exporting Hicom 
production (for which extra capacity 
was built) remains only a possible 
bonus later on: in January, Prime 
Minister Datuk Seri Mahathir 
Mohamad acknowledged that export- 
ing the Malaysian car is a long way off. 

Hicom has recently had a shake-up 
in management, with the board ac- 
cepting the need for greater attention 
to marketing in the planning stage. For 
example, Malaysia's annual steel con- 
sumption does not exceed 500,000 ton- 
nes; Hicom's initial plans, however, 
had called for building a hot-rolling 
mill (which has a minimum economic 
annual volume of 1 million tonnes). 

— JAMES CLAD 
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The proposed final version of US textiles-import rules 
will hurt, but could contain some important concessions 


By Robert Manning in Washington 


alks between Hongkong and the 

United States on the controversial 
US country-of-origin rules for textiles 
imports, held here on 4 and 5 February, 
are unlikely to result in any major 
modification of the final version of the 
rules now under consideration by US 
But it is possible 
changes may be made in several impor- 
tant areas, including a more liberal 
definition of "substantial transforma- 
tion" of an item and relaxation of cur- 
rent tough documentation require- 
ments. 

The Hongkong delegation, led by Di- 
rector of Trade Hamish Macleod, met 
US trade officials to discuss the ruling 
of the Textiles Surveillance Board 
(TSB) of the General Agreement on 
Tariffs and Trade on the origin rules in 





| 





regard to knitwear, a major Hongkong 
export item. The rules have been in ef- 
fect since November 1984 in interim 
form. 


The TSB ruled in December 1984 | 


that the new US import system con- 
tradicts the current 
bilateral textiles agreement, 
rules redefine sweaters assembled 
from panels knitted in China (which 
previously would have counted against 
Peking's quotas) as being of Hongkong 
origin. Hongkong trade officials esti- 
mate that about 75% of the territory's 
sweater exports are assembled from 
China-made panels, and are worth 
some US$280 million a year. 

In an interview, Macleod said: “It is 
not clear if any changes will be made in 
the country-of-origin rules. The US 


Present imperfect tense 


A top-level Japanese mission finds that current Asean trade 
grievances overshadow thinking about future projects 


By Charles Smith in Tokyo 


gue largest and most powerful 
private business federation, Kei- 
danren, has run into unexpected trou- 
ble during its first attempt to hold 
high-level meetings with Asean busi- 
ness and political leaders. 

During a tour in late January to 
Singapore, Malaysia and Indonesia, a 
dozen or so top Keidanren members, 
including the 81-year-old chairman 
and industrial “elder statesman” 
Yoshihiro Inayama, met some 20 senior 


Asean ministers. However, their inten- | 


tion of discussing long-term economic 
cooperation between Japan and Asean 
was diverted (to Keidanren’s apparent 
embarrassment) by wrangles over cur- 
rent trade issues. 

In Kuala Lumpur, the mission was 
reminded of dissatisfaction over “un- 
fair” Japanese treatment of Malaysian 
palm-oil imports (a reference to the 
fact that Japan taxes refined palm oil 
more heavily than raw products such 
as rapeseed, imported for processing 
by local industry). 

In Singapore, Keidanren’s top brass 
missed meeting Prime Minister Lee 
Kuan Yew, who was occupied with a 
visit by Chinese Foreign Minister Wu 
Xueqian. But this may have been less 
of a shock to the mission’s self-esteem 
than the treatment it received from In- 
donesian President Suharto. 
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A one-hour session with the Indone- 
sian leader turned into a lecture for the 


| mission on Japan's discriminatory 


tariff treatment of tropical hardwood 
plywood — the manufacture of which 
is claimed to have been developed in 
Indonesia with Japanese investment 
and technical assistance, but which 
has to surmount a 20% tariff barrier 
before it can enter the Japanese mar- 
ket. 

Suharto told the Keidanren leaders 
that plywood might be a matter of 
“small concern” to Japan, but it was 
important to Indonesia as a source of 
employment. He, or his aides, appa- 
rently also drove home the fact that 
Japan taxes American plywood less 


US-Hongkong | 
as the | 





than the Indonesian hardwood variety | 


in what looks suspiciously like an in- 
stance of favouritism towards a de- 
veloped nation. 

The plywood-tariff issue seems to 
have come to the top of Indonesia's 
agenda in part because of the govern- 
ment's decision last year to ban ex- 
ports of unprocessed timber. But this 
may not be the only reason the issue 
has raised emotions in Jakarta. 
Plywood (both tropical and hardwood) 
represents an extreme case of Japanese 
protection against a product which has 
a minimal share of its domestic market 
— only 0.4%. 








Macleod: downmarket push? 





has respected TSB findings i in the past, 
if sometimes reluctantly.” Asked 
about the impact on Hongkong and 
other Asian exporters if the interim 
rules are not changed, he said Hong- 
kong and China would be most af- 
fected. 

“Hongkong may have to adjust if 
tough rules on knitwear are final. It 
may lead to our investing in automated 
knitting machines and producing 
cheaper cut and sewn sweaters [for] 
the lower end of the market,” said 
Macleod. He suggested Taiwan and 
South Korea might be pushed in a 


t. 
Inayama: powerful friends. 


Keidanren officials, who returned to 
Tokyo for a much-needed rest after 
their treatment by Suharto, seemed to 
think that the going might be even 
tougher on the second leg of the trip (to 
Thailand and the Philippines) given 
the well-known Thai preoccupation 
with Japan's discriminatory taxing of 
boneless chicken imports (REVIEW, 27 
Dec. '84). 


H owever, the organisation, which 
represents most of Japan's leading 
manufacturers as well as banks, trad- 
ing companies and department stores, 
is apparently determined to persist 
in trying to build a bridge to business 
leaders in Southeast .Asia. It feels 
(probably rightly) that it has played an 
important part in smoothing away 
misunderstandings and frictions with 
Japan' s Western tradin; partners dur- 
ing the past decade, and is confident it 
can do the same with Asean if given 
half a chance. 

One way in which Keidanren offi- 
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badniinictoation 
Reagan i is consic 
revisions. Under 
US Customs Service | 

the US Treasury Depa ment), in the 
period after the rules were issued last 
August, concerned | parties were in- 
vited to submit comments on ! them: The 
US Customs and | . Commerce De- 
partment are considering these before 
issuing final rules. 
























In response, it is learned, a draft pro-. 
posal for final country-of-origin rules- 
has been drawn up by a committee 
chaired by the Commerce Department . 

. and final changes will be decided upon : 
either later this month or in early 


March. The proposed final rules would 
change the definition of what consti- 
tutes "substantial transformation" of 





cials believe they can help is by raising 
n concerns directly with top mem- 
rs of the Japanese Government, in- 
ding Prime Minister Yasuhiro Naka- 
sone himself. Keidanren also claims 

it its extremely broad representa- 









can give it a panoramic view on issues 
such as technical cooperation and in- 
vestment that elude the tightly com- 

 partmentalised J apanese bureaucracy. 
* ‘Long-range projects which were 
e ly raised with the Keidanren 

mission (in the intervals between bic- 
kering over tariff issues during the 
first leg of its trip) included a plan for a 
^wide-gaugé east-west railway across 
Peninsular Malaysia, a technology-ex- 









change institute (also for Malaysia) 


and a world trade centre complex to be 
built in Jakarta. 

All three projects appear to have 
been taken with a pinch of salt by the 
hard-headed businessmen who made 
up the Keidanren team, but the mis- 
sion in any case came home feeling that 
its first task was to apply the maxi- 
mum possible pressure on Nakasone 
for the relief of immediate trade grie- 
vances. 

The economic muscle represented by 
Keidanren makes the organisation one 
of the centres of power in the Japanese 
ruling establishment, so that a word in 
Nakasone' s` är from educi In- 
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zin the Japanese business world. 


product lobbiés and by the politicians. 


| “Under t the proposed final rules, s sew- 


| ing or tailoring of cut apparel fabric 


components would be considered “sub- 
stantial transformation,” though as- 
sembly of "knit to shape" garment com- 
ponents would not be deemed sufficient 


‘to allow the countr y doing the final as- 
sembly to be the country of origin. 


Another key proposed change for US 
importers and retailers is the elimina- 


tion of a requirement that textiles im- 


porters produce a country-by-country 
breakdown of the cost of a garment 
for each step of production if done in 
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combined with low He arent and lodi ieee rà 
. favours a rising stockmarket in Japan dun 
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5 years. 


+ 185.5% + 74.5% + 17.3% 
— + 106.1% + 16.7% 
98.7% + 53.8% + 15.0% 





ù With income added E back | 
Minimum investment: US$2,000 (Approximately). 


While we believe investment in these Trusts could be 
, very rewarding, the price of shares in the Trusts may 


„For further details, mail the coupon belo 


Mr W. H. Glover or Mr D. T ‘Wilkie 
_ Personal Financial Consultants, Ltd. 
-1301 World Trade Centre, Causeway Bay, 


: Please send details of the JF Japan Trust and the JF Tech. Trust. 
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| ; By Bruce Roscoe in Tokyo 
he negotiating tack the Australian 
: Government has adopted in its ef- 
Dort to win Japanese Ministry of Fi- 
 nance (MoF) approval for Australian 
i — banks to begin business in Japan may 
- force the MoF to redefine the principle 
m of reciprocity it applies to countries 
b. pou restrict the entry of Japanese 
] Officially, the MoF accords foreign 
E. banks in Japan “equal national treat- 
- ment" — they face the same regulatory 
re Ni measures the MoF applies to Japanese 
banks. But in the case of Australia, the 
. MoF's recourse to its usual numerical 
E © Seciprocity standard, in response to the 
—— Australian Government's decision to 
_ license only a small number of Japan- 
- sese banks, has opened a huge can of 

» worms. 

The MoF is stumbling in highly sen- 
Hi sitive and protracted negotiations with 
_ the Australian Treasury in part be- 
cause Australia recognises merchant 
banks, while Japan does not, but more 
— 80 because the Australian Government 
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x we preliminary year-end figures 
- Y Y in hand, the Indonesian economy 


— seems to have modestly out-performed 
B _ earlier expectations. But, with the 

—manufacturing, service and construc- 

tion sectors depressed, the nation will 

be hard-pressed to return to the heady 
wth rates of the previous decade. 

Me Rad the 3.5% price cut just imposed on 

the country’s oil output by Opec has re- 

'  vived fears of another rupiah devalua- 

— — tion, despite government assurances to 

E the contrary and a marked boost in 
foreign reserves. 

i Arifin M: Siregar, governor of Bank 

N Indonesia (the central bank), told a 

_ bankers’ dinner on 17 January that 

gross domestic product was estimated 

= to have notched up a growth rate in 
— 1984 slightly higher than the 4.2", re- 

— Corded in the previous year. Respect- 

able as that might be in world terms, it 

falls well short of the 7.3% average 
growth Indonesia has scored in the 
past 15 years. 

' Slumping energy markets tell only 
part of the tale, since earnings directly 
attributable to the mining sector (in- 
cluding oil and gas) have seldom been a 
dominant share of Indonesia’s GDP 
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E IM ECONOMIC MONITOR 
- A steady growth trend 


- More equal than others ` 


& . The Japanese MoF is placed in a quandary over the issue of 
p licences to enable Australian banks to operate in Japan 


has introduced the slippery concept of 
"practical equality" in order to deter- 
mine its licensing policy for foreign 
banks. 

If the MoF accepts this concept, it 
may need to grant Australian banks 
more licences than the number of trad- 
ing-bank licences Japanese banks se- 
cure, and accept that the number of Ja- 
panese merchant-bank operations in 
Australia — which can carry out virtu- 
ally all the functions of a commercial 
bank except for deposit taking — com- 
pensate for the difference. 

Such an agreement with Australia 
would create an unwelcome precedent 
for the MoF, and for this reason alone 
concerned foreign bankers in Tokyo 
are not confident the Australian Trea- 
sury will get its way. "The Finance 
Ministry is in a genuine quandary," a 
senior foreign banker told the REVIEW. 
"It is traversing new ground and it 
doesn't have a compass." 

Australia, according to Tokyo bank- 
ing sources who are close to the negoti- 











growth. Mines accounted for only 
about a twelfth of the yearly GDP in- 
crease on average from 1969-83. 

"Green Revolution" improvements 
in agricultural output have been the 
steadiest GDP boosters, a trend which 
continued in 1984, according to 
Siregar. But, he added, manufacturing 
and trade — sectors which had enjoyed 
the flow-on benefits of the 1970s' 
petrodollar windfalls — faltered in 
1984 for the second year in a row. 
Worst hit were makers of consumer 
goods for domestic markets. Agricul- 
ture-related and export-oriented 
manufactures fared better. 

Non-oil exports rose 19% to US$5.9 
billion, while oil and gas exports in- 
creased 3% and 32% to US$11.8 bil- 
lion and US$3 billion, respectively. 
These gains, coupled with a 10% drop 
in non-oil imports to US$12.5 billion, 
made for a sharp rise in the trade bal- 
ance to US$4.9 billion (US$1 billion 
previously). As a result, the current- 
account deficit was halved to US$3.1 
billion, and the overall balance-of- 
payments surplus increased 47% to 
US$943 million. 

That allowed Indonesia's foreign re- 
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TM eria 
rocity by insisting 
that "practical 
equality" ought 
to take into ac- 
count not only 
the numerical 
factor but also 
parity in the 
scope of business 
that is accessible 
to Japanese and 
Australian banks 
once they com- 
mence opera- 
tions on each 
other's turf. “If 
the MoF could 
have used the 
simple one-for- SE . 
onerule,it would | Japan’s MoF: quandary. 

havesavedalotof '————— —— 
ulcers right down the line,” one Austra- 
lian bank’s Tokyo representative said. 
MoF officials steadfastly decline to 
comment on how the ministry views 
the argument of “practical equality.” 
But foreign banking sources maintain 
the MoF is not impressed by the corol- 
lary that foreign banks do not perform 
well in Japan because their operating 
environment is unduly restricted — 
which the notion of “practical equal- 
ity" clearly implies — though the con- 








serves to climb above US$10 billion. 
With this backing, the central bank 
was able to hold the depreciation of the 
rupiah to just 8% in 1984 — a gentler 
rate than that experienced by a num- 
ber of Indonesia’s trading partners, 
resulting in a relative appreciation of 
the rupiah in several key markets. 


p ersistent expectations of further 
depreciation crimped the banking 
system's rupiah deposit base for much 
of the second half of 1984. Nonetheless, 
bank credits managed to grow 24%, or 
Rps 3.6 trillion (US$3.3 billion), during 
the year (18?5 previously). Credit ex- 
pansion, together with the improving 
trade balance, made for à 10% (Rps 750 
billion) rise in the M1 money supply — 
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Bank of Tokyo: a sure winner. 1 


cept also brings in the issue of mer- 
chant banks. 


he MoF is also said to have refuted 
the “practical equality" argument 
on the grounds that Australia, a mar- 
ket as yet untested by foreign banks, 
has no record of experience from 
which to draw a comparison of operat- 
ing conditions for banks. 
While neither negotiating side is 
showing its hand, it is widely under- 
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vce aand New Zealand 
Banking Group (ANZ), 
National Australia Bank 
and the state-owned Com- 
monwealth Bank of Aus- 
tralia — in exchange for 
Australian commercial- 
bank licences for the Bank 
of Tokyo and the Indus- 
trial Bank of Japan (IBJ), 
in addition to approval of 
several other Japanese 
banks' applications for 
complete ownership of 
Australian merchant 
banks. 

Australia’s Labor gov- 
ernment, which last year 
declared it would imple- 
ment the previous govern- 
ment's decision to allow 
full-scale foreign-bank operations in 
Australia, is expected to announce in 
early March which foreign bank appli- 





cations it has approved. Initially it in- | 
tends to license only six to 10 foreign | 


banks. The MoF has permitted six Ja- 
panese banks — Bank of Tokyo, IBJ, 
Dai-Ichi Kangyo Bank, Mitsubishi 
Bank, Mitsui Bank and Sumitomo 
Bank — to apply for licences. 

The Australian Government is un- 
likely to license all six Japanese banks. 


Ranma INDO æ 


GDP GROWTH BY SECTOR (%) 


riculture 
ines 
Industries 
Trade 
Government 
Other* 


Overall growth STROBES 


"Includes construction, banking, transport, rent and ser- 
vices. 
** Average 
Source: Bulletin of Indonesian Economic Studies (manu- 
script). 


an expansion nearly twice as fast as in 
1983. 

Still, business sentiment remained 
edgy and devaluation fears would not 
be spen A Qualms were aroused 
anew with the pegging of Indonesia’s 
Minas crude oil at US$28.53 a barrel, 
US$1 lower than previously, as part of 
the price realignment hammered out 
by Opec in late January. The measure 
wil cost Indonesia an estimated 
US$300 million in foreign-exchange 
earnings. 

Coordinating Minister for Econo- 
mic, Financial and Industrial Affairs 
Ali Nardhana, announcing the Minas 
price cut, tried gamely to play down its 
likely impact. The resulting loss repre- 

sents only a 1.4% decline in projected 
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foreign-exchange earnings 
from oil and non-oil ex- 
ports, as set out in the latest 
budget (REVIEW, 17 Jan.), he 
pointed out. From a fiscal 


sents a mere 1.4% shortfall 


venues, Wardhana added. 


from domestic sources — 
a somewhat discomfiting 
prospect to a business community al- 
ready uneasy over the proposed in- 
stitution this year of a value-added tax 
system designed to boost non-oil tax 
receipts by 30%. 

Wardhana also suggested topping up 
the revenue stream by speeding up the 
execution of projects by foreign aid. 
The budget included Rps 4.3 trillion of 
such projects, but their implementa- 
tion has been stalled in bureaucratic 
restructuring exercises. 

Should these measures prove in- 
to make up revenue 
shortfalls, the government can readily 
turn to international capital markets. 
But debt-service payments are already 
up by 32.5% in the latest budget. 

— MANGGI HABIR 


from projected overall re- | 


Budget targets will re- | 
main unaffected, the minis- | 
ter said, with the revenue | 
differential to be made up | 
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traditionally has been the first Japan- 
ese bank to move into a newly estab- 
lished foreign market 


, gain licences. The other four are said to 








| Tokyo branch 


perspective, it also repre- | 
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be ready to set up wholly owned mer- 
chant banks, as are some Japanese 


securities companies, in the event their ` 


full-bank licence applications fail. 

Dai-Ichi Kangyo is particularly 
well-positioned to move into merchant 
banking. As a joint owner of Japan- 
Australia Acceptance Corp. with the 
ANZ, it is widely expected to attempt 
to buy out ANZ’ share if it fails to ob- 
tain a banking licence. 

Australian merchant-bank status in 
any case would allow Australian 
clients to avail themselves of most, if 
not all, the services Japanese banks 
would be geared to offer in Australia — 
a point which Sanwa Bank and Fuji 
Bank already have acknowledged. 
Both have taken steps to acquire a con- 


| trolling interest in merchant banks in 


which they currently have a share. 
While it is thought likely that the 
Bank of Tokyo and IBJ will get Austra- 
lian licences, there is some doubt over 
the fate of ANZ' application for a 
Japanese licence. One foreign bank 
executive said ANZ was “no longer in 
the running” because last year it had 
bought Grindlays Bank, which has a 
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in management development. 
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WwW hile the clock is ticking down toa 
government-ordered shutdown of 
- the US$960 million Ok Tedi gold mine 
_ in Papua New Guinea, Port Moresby is 


- project — which has only just reached 
Bie At: operating levels — is still via- 
le. At the same time, members of the 
- eonsortium which developed the mine 
(including the Papua New Guinea 
Government with a 20% stake) appear 
to be seeking to replace their trouble- 
some American partner, Amoco Oil Co. 
Ok Tedi Mining (the venture's for- 
mal name) has been given until 28 Feb- 
ruary to stop processing ore and 
-— mothball the mine — with actual min- 
ing to cease by 10 February. The same 
- day, Papua New Guinea Deputy Prime 
- Minister Paias Wingti was due in 
- Hongkong to explain the government's 
_ action to bankers who provided 
-. US$200 million in loans to the project 
— only six months ago. 
BA Asia in Hongkong, which ar- 
. ranged the US$200 million syndicated 
p. loan in 1984 for the project, refused 
- comment. But in Melbourne, BA Aus- 
tralia vice-president Terry Francis 
eim the project's borrowings are fully 
. guaranteed by shareholders. He said 
- there had been no default on the loan, 
and the same situation apparently 
- applies to an earlier loan of US$150 
— million arranged by Citibank. 
` The Papua New Guinea Government 
—— has ordered the shutdown because the 
| Ok Tedi consortium has not committed 
~ itself to go ahead immediately with 
further investment, as initially agreed, 
—— to develop the mine into a major cop- 
— per producer. It fears its partners are 
— stalling on their commitment until an 
: 
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—— overlying rich gold-ore zone is worked 
out, and may then refuse to put more 
- investment into the project. 

Besides the Papua New Guinea Gov- 
ernment and Amoco (with 30%), other 
— members of the consortium are Broken 
— Hill Proprietary Co. (BHP), of Austra- 
- lia, with 30%, and a group of West Ger- 

man firms with 20%. It is Amoco, ob- 
— — servers believe, which has led the pri- 
= vate shareholders' resistance to con- 
| 
| 
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— tinuing the project into its later stages, 
_ because of its own desire to move out of 
‘minerals. 
| Each partner has a separate ceiling 
— or “cap” of financial exposure, which 
may be reduced by giving up 
_ shareholdings. These caps total 
|. US$1.05 billion, which would not be 
> enough to cover stages two and three of 
| the project. (The first stage involves 
= mining of gold; the second stage is a 
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Billion-dollar standoff 


Papua New Guinea plays at brinkmanship as the Ok Tedi 
E partners square off over the costly mining venture 


— seeking to reassure bankers that the. 









_ By Rowan Callick in Port Moresby and Hamish McDonald in Sydney 












Somare: standing firm. ne Wl SewrroRT 
mixture of gold and copper, and the 
third stage exclusively copper.) 

The shareholders have now agreed to 
pool their caps, and since they are act- 
ing together, they run no risk of losing 
shares as a penalty. The caps are com- 
posed of 70% debt and 30% equity. The 
Papua New Guinea Government puts 
total outstanding debt of Ok Tedi Min- 
ing at US$745 million. 





he government, which in the past has 

taken a fairly low-key approach to 
the troubled venture, has said it fears 
the companies will pull out after the 
first-stage gold has been stripped out. 
Politicians from some parties have 
taken this a step further, having a trad- 
itional bash at what one member of 
parliament described as  "self-in- 
terested and money-minded foreign 
multinationals.” 

Some press reports have provided a 
rather sinister interpretation of the 
government's stand, suggesting it was 
deliberately trying to force out the pri- 
vate partners now that the project is 
under way. Prime Minister Michael 
Somare reiterated his government's 
stand in Sydney on 5 February, saying 
that it is taking a hard line because it 
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creasing! ; nervous as sidan of coe ' 
per has fallen, and have been reluctant 
to commit further funds. Although a 
good deal of bluffing on both sides 
seems to be going on, Port Moresby in- 
sists its final word is that copper pro- 
duction must start by 1 April 1989. The 
shake-out that the government seeks is 
for BHP to take the lead in helping 
Amoco out ofits 30% share in the mine. 
Amoco's parent firm, Standard Oil Co. 
(Indiana), is moving out of minerals 
worldwide — though it has cer- 
tain legally binding guarantees on Ok 
Tedi. 

There has been no sign that any other 
partner would increase its stake, so 
another investor would be needed to 
replace Amoco. Two unidentified 
firms are said to have expressed pre- 
liminary interest. With development 
costs to date written off, it would be a 
very attractive investment. Major 
companies currently prospecting in 
Papua New Guinea include Canada's 
Placer Development — which has had 
a long association with the country, 
but currently has no producing mine 
there — MIM Holdings, Gulf Oil Corp., 
Consolidated Gold Fields, and CRA 
(which runs the very profitable 
Bougainville copper mine). 

The government has made what it 
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East Asia up 


The Bank of East Asia started off the 
Hongkong banks' reporting season 
with an announcement of a 3% gain 
in after-tax profits, after transfers to 
inner reserves, of HK$142.19 million 
US$18.73 million) for the year to 31 
Dec. 1984 from 1983's HK$138.38 
million. Earnings rose to HK$1.66 a 
share from HK$1.61. The final di- 
vidend will be 45 HK cents, up from 
40 cents, raising the total payout to 70 
cents from 65 cents. There will also be 
a one-for-10 bonus issue. Directors 
anticipate that dividends for 1985 
will not be less than 65 cents a share. 

The bank's performance reflected a 
pick-up in loan demand in late 1984. 
Chief manager David Li expressed 
optimism that this trend will be 
maintained in 1985. —ELIZABETH CHENG 


Comalco’s small rise 


Australian aluminium producer 
Comalco recorded a A$20.36 million 
(US$16.6 million) equity-accounted 
net profit i in the year to 31 Dec. 1984, 
a slight rise on the equivalent figure 
of A$19.71 million in..1983 but a 
severe disappointment. after first- 
half profits of A$25.2 million 
Contributing to a A$4.84 million 






















y March 1989. 
‘would put Kina 










conditor Habt dre 
position. PUE 
» Shareholders woùid receive no di- 
vidends until stage two is built, or until 
the government agrees. 


the strongest op- 


'he rising costs which have plagued 
| the project (REVIEW, 31 Jan.) would 
soar further under this plan. So far, the 
project has run well over its estimate of 


hydroelectric : 


n) this Pon | 






| Revenue from Ok Tedi was to have 


US$700 million for construction. To — 


build the dam and hydropower plant, 


and pay for stages two and three, 


would cost an estimated Kina 914 mil- 
lion — about as much as has already 
been spént on stage one. ` 


group loss in the second half was a 


.. A$14.3 million loss from 50%-owned 


Showa Aluminium Industries in 
Japan and a A$12.5 million loss on 
forward nie cape of 30, 000 tonnes 


. year as a cover when prices were 


surging. Prices actually fell soon: 


after from a peak of US$1,580 a tonne 
to US$980 in September-October 
and have fluctuated around 
US$1,100-1,200 since. | 

. Comalco lifted primary aluminium | 
production by 2296 to 320,016 tonnes | 
and shipments of bauxite from its 
Weipa mine by 31% to 8.5 million 
tonnes, but achieved only a 17% in- 
crease in turhover to A$1.076 billion. 


Despite the weak result, Comalco. 


lifted dividends from 3 A cents a 
share to 4 cents.. ~~ HAMISH McDONALD | 


Tarlac sygar drops 


Philippine sugar miller Central | 
Azucarera dé Tarlac’s net income de- 
clined by' :2296: to P2.5 million 
(US$147, 059) in the year ended 31 
Aug. 1984. Despite this and current 
low world ^sugar prices, company 
vice-president Jose Cojuangco Jr voi- 
d optimism” bout earnings pros- 
ipany is one of the few 
n^ the Philippines. not 
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tracts for a permanent tailings dam, as 


production. By: 


figures available) were Kina 687 mil- 


a year in import duties and taxes. 


saddi t foreign’ debt. ‘Aided by 
good sales of by-product alcohol, its. 


gross revenue improved by 10% to 
P223.8 million. — LEO GONZAGA 
i Telephone's scrip ring 


Hongkong Telephone, in which Bri- 


ent company's practice, will have the 


reason de 
pany's 


promised under an interim agreement 
made.a year ago. Chief general man- 


ager of Ok Tedi, Irwin Newman from 


BHP, said the company has been *dili- 
gently investigating sites for a perma- 
nent tailings system" and had chosen 
one on 30 January. ) 

If the mine is mothballed, it could 
take six months to get back into full 
ing Ok Tedi, the 
ected export re- 
em ut Kina 17 million a 
month. Total 1983 exports. (the latest 






country will lose pr 


lion. It would also. lose Kina 11 million 


The government says closure means 
alost chance for increased revenue, in- 
stead of a threat to financial stability. 


helped thi country cope with a pro- 
posed 5% reduction of Australian aid 
from the current A$250 million 
(US$198.41 million) a year. Even if the 
guarantees for outstanding debts were 
to be called on, Port Moresby could 
meet its share — totalling about US$60 | 
million. ; 0 








tish-based Cable and Wireless ac- 
quired a controlling stake in 1984, 
has declared a second interim di- 
vidend with a scrip option, following 
a change in its financial year. At 
HK$1.50, the second interim will 
bring the total payout to HK$2 for the 
12 months to 31 Dec. 1984, compared 
with 1983's full-year dividend of 
HK$1.43 adjusted. 

After-tax profits for the 12 months 
of 1984 rose to HK$492 million 
(US$63.08 million), up 22% on 1983. 
Turnover increased by 20% to 
| HK$3.26 billion. The dividend share 
option, which is in line with the par- 


desired effect of bringing the com- 
pany's share price down to a more 
marketable level. Directors expect 
the full-year dividends (for the 
changed financial year to 31 March) 
to be not less than 1983's HK$1.43, on 
a pro rata basis, on capital increased 
by the bonus issue inApril. — . 

— ELIZABETH CHENG - 
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87 million ed during the some say it eodd 
een a igh reaction to the apaug in 


9 billion, were "handed. over to Hutchison. 
t record transaction was in 1982 when 
Land, in a dawn raid, gained control 
t billion worth of a similar stake in 
c. The Hang Seng Index eased on profit- 
; closing the period at 1 ,363.22, off 11.67 
Punters are expected to conserve funds in 
un-up to the Chinese New Year on 20 Feb. 


w 0: The- Nikkei-Dow Jones Average 
ieved a new high of 11,992.31 points on 31 
as domestic institutions with high cash 
WS traded actively. Compact-disc-related 
blue chips performed well, though some manu- 





ates semiconductor makers were pancelling or 

laying . manufacturing-equipment imports. 

Daily trading ip 549 million shares, a con- 
h revious. apis C 











naries ^to a mid- -period 
ooints, fuelled by overseas invest- 
stocking up with resource and big-name 
ocks and rampant take-over fever among local 
layers around Woolworths, Hooker Corp. and 
od-sector stocks. Oil and gas shares held up 
ell despite Opec's problems, and good. news 
om Mall Street SuENEi Shed. pane in London. 


hare flotation alone ac- 
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'ed losers in TER doaar in ihe per riod to 4 Feb., iul : 
1ce. Kuala Lumpur recorded the biggest increase on settlement. i 
dispute, with Singapore benefiting from the spin- -off. | 


But confidence began to peter out on 1 Feb. and 
drainéd.sharply on 4 Feb. as profit-taking by 
foreign investors centred on the resources sector 
| and the 50 biggest companies, and locals read the 
strengthening of the US dollar as a bad sign for 


the minerals sector. 


oh ?k 


NEW ZEALAND: here was a dba edly to 


bring the market up 6.67 points on the period, 


after hitting a 1985 low at 1,369.96 on 30 Jan. In~ 
terest rates continued to make new highs; trea- 
reached 17.021% in the period, and 90-- 
day commercial bills rose one point to 19.25%. 

With these increased rates and a continuing lack. 





sury bills 


of corporatenews, investors have maintained a 
watching stance on the market. 


| MANILA: All the indices achieved gains, bui 


turnover was thin at P8.23 million (US$484,176) 
| despite generally easier credit. The volume 
reached 274.95 million shares only because of a 
cross sale involving 129.4 million shares of 
Philodrill. Lepanto was the most active among 
mines, aided by the resumption of copper pro- 
duction after a five-month stoppage. The mining 
index rose 7.06 points to 734,03; the commercial- 
industrial index climbed 0.08 to 103.85, and the 
oil index gained 0.017 to 0.614 of a point. 
Stockbrokers were inclined to revise their earlier 
pessimistic outlook on the market. 


TAIPEI: Hit by a combination of overall econo- 
mic worries and company troubles, the market 
extended.its decline. The weighted price index 
fell 9.85 points to 792.20. On 30 Jan.; the index 
dropped more than 19 points to reach a tempor- 
ary low of 787.22, the lowest level since 16 Jan. 
1984. Lagging exports since November were 
highlighted when the government issued a “blue 
light” fof December, signifying an economic 





slowdown: Average daily turnover was a low- 


NT$426 million (US$16.9 million). 





SEOUL: Refusing to be roused by the entry of. 
institutional investors, the market remained in ` 
ims. The composite index fell by 0.02 of 
a point to 136.87 and daily average trading was 






off 44,000 shares to 13.731 million. The active 
participation of institutional investors was 
partly spurred by a government announcement 
that repayments on outstanding loans advanced 
to buy stock would be extended for two months. 
However, the bearish mood — fuelled by talk of 





another year of tight monetaty ances: —- Was 


dominant. 


BANGKOK: the exchange extended its los- 
ing streak with overall trading volume extremely 


low, as traders marked time ahead of corporate | 


reports due to be announced soon. A weakening 
baht against the US dollar and uncertainty over 
interest rates contributed to the cautious senti- 
ment. The Book Club Index finished at 125.45, 


off 0.98 ofa point on the period. Losers outnum-- 
39 remained un- |. 
changed. Total turnover amounted to. 757,516 . 

shares valued at Baht 149 million (US$5.4 mil- ; 


bered gainers by 23 to 13 while 


li on) ora a daily average of Baht 29. 2 million. a 
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If you buy, lease or finance heavy 
equipment, this message could 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to 
produce maximum return. 94 
Unfortunately, equipment ~~ ig 
which costs thousands of dollars 


Using your own information, 
the analysis looks at machine 
ownership costs (initial price, 
interest payments, trade-in value, 
etcl. Then operating 
expenses, revenues and 
profits are projected. 

, The result is a clear, 
ee” . Objective picture of the 
eu gained by investing in one machine 


less to buy often ends up costing versus another. 

thousands of dollars more to own and Want to know more? Talk to your 

Operate, taking revenue and profit straight Caterpillar Dealer today. Ask him for the 

from your bottom line. whole story on Equipment Investment 
Now, Caterpillar and your Caterpillar | Analysis and what it can mean to you. 

Dealer can help you make objective, It's quick, it's free and it's another 

definitive comparisons before you buy. customer benefit from the industry leader 
Equipment Investment Analysis — against whom all others are measured... 


provides a free, no-obligation tool The Standard of 


comparing any two machines head on. 
And, it is tailored to your specific | 
Operation. 


Caterpillar, Cat and [B are Trademarks of Caterpillar Tractor Có. 








hile the number of cars in 

Vientiane has increased over the 
past two years, private shops — espe- 
cially in Samsenthai and Pangkham 
streets — have not been flourishing 
and some have closed their shutters 
for the last time. Most noticeably ab- 
sent are jewellers, most of whom were 
forced to pack up business in late 
1984 after licence fees to trade as a 
jeweller more than tripled from Kip 
60.000 (US$1.700 at the official ex- 
change rate) to Kip 200,000. 

In rural Laos, peasants retain a cer- 
tain self-sufficiency, bartering their 
production surplus for essential con- 
sumer goods; in Vientiane and other 
cities it is only extreme ingenuity 
which enables city-dwellers to make 
ends meet. State employees’ salaries 
are very low: the monthly minimum 
is Kip 150; a middle-ranking civil 
servant makes Kip 252, and a senior 
cadre Kip 600. Supplementing the 
salary is a sum of Kip 51 a child and 
a meagre cost-of-living allowance. (A 
secondary-school teacher with two 
children receives a monthly income 
of Kip 600.) 

Monthly rations — only state em- 
ployees are eligible — include 20 kg 
of rice, nothing for the wife and an 
additional 10 kg a child (at Kip 3 a 
kg), 1 kg of sugar (Kip 8), a little 
cheap cooking oil, 250 g of soap 
(Kip 5) and 20 litres of petrol (Kip 12) 
for a motorcycle or 40 litres for a car. 
On rare occasions, two tins of 
condensed milk (Kip 40) are 


also supplied. The yearly 
allocation of clothing mat- 
erial is 10m. Meat is sold 


only in the free market: pork 
costs Kip 200 a kg, beef is 
sold for Kip 250. Freshwater 
fish is abundant and relatively 
cheap. 

Consumer goods, available 
from a few state shops, are 
of poor quality and rather 
expensive. Almost anything, 
however, can be purchased at 
"free" prices in Vientiane's 
central market and the private 
shops. Goods imported from 
Thailand come in through six 
licensed private firms, at no 
cost to the Lao Government. 
Goods from the United States, 





West Germany, France and 
Hongkong also find their 
way into Vientiane, to stand 
side by side with Lao — and 
even a few Vietnamese — handi- 
crafts. 


In an effort to prevent entry 
of smuggled goods, a stone wall 
ostensibly with only one 
open gate has been erected 
around the central market. But 
here, as evervwhere where mar- 


LETTER FROM VIENTIANE 
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ket practices are prohibitive, there is 
the ubiquitous "back door." The 
monthly licence fees for a central- 
market stall is in the order of Kip 
5,000. Stall goods are retailed at 
exorbitant prices: Kip 30 for a poor- 
quality ballpoint pen, Kip 150 for a 
light bulb, Kip 120 for a bar of soap, 
Kip 180 for a can of sweetened milk, 
Kip 1,000 for a small electric stove, 
up to Kip 10,000 for a radio, Kip 300 
for ladies sandals, Kip 4,000 for tennis 
shoes, Kip 2,500 for a pair of jeans, 
Kip 1,000 for a man's shirt and Kip 
2,500 for an embroidered blouse made 
in Shanghai. 

But, if the prices are off-putting, it 
does not seem to keep away the 
crowds, their ranks swelled by some 
of the estimated 3,000 Soviet advisers 
and dependents who have become a 
common sight in the capital. Al- 
though French and English are still in 
use in the market place, small pocket- 
calculators (costing Kip 2,500 each) 
have been introduced by saleswomen 
to show the prices to non-Lao speak- 
ing customers. 


hile Vientiane's population is 

short on cash, it is not lacking in 
finding ways to make that cash go 
further. Private-sector employees, 
for example, who earn Kip 12-50,000 
a month, and the numerous private 
shopkeepers, have the means to buy 
rice at Kip 30 a kg, petrol at Kip 60a 





Bread vendor in Vientiane: not short on ingenuity. 
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| litre and a "baguette" of bread for 


Kip 100. Civil servants, more often 
than not, have a relative engaged in a 
small private business, giving them 
access to more goods "at the right 
price." Throughout the city, poultry 
is raised — chickens, ducks and tur- 
keys are everywhere, even inside 
shops and houses — providing a 
major source of relatively cheap food. 

Then there is the money which il- 
legally finds its way into Laos across 


| the Mekong river, and the hundreds 


of bank cheques and postal money or- 
ders sent regularly by overseas rela- 
tives. (The authorities exchange 50% 
of the total amount of these remit- 
tances at a preferential rate of Kip 
108:US$1, with the remainder in 
bonds to be used in the well-stocked 
diplomatic store.) What people do 
with the purchased goods — which is 
usually to resell them — is not the 
government's concern. 

Tailors, in business after paying a 
monthly licence fee of about Kip 
3,000, are not in short supply — their 
main customers are foreigners who 
have no qualms about paying Kip 
20,000 for a suit, or Kip 5,000 for a 
pair of trousers. The once- 
famous Hotel Constellation is 
now inhabited by "experts" 
from Eastern Europe; nearby, 
what was once an infamous 
“short-time house” has been 
entirely rebuilt and is now an 
annex of the Faculty of Medi- 
cine. Aeroflot, the Soviet flag- 
carrier, is advertising here and 
there in Russian, French, 
English and Lao. Saffron- 
robed Buddhist monks add a 
further splash of colour to the 
street scene. 

But, though the average Lao 
in Vientiane fares better than 
his Vietnamese counterparts in 
Ho Chi Minh City and Hanoi, 
the number of disenchanted 
Lao crossing the Mekong in- 
creased substantially in 1984: 
14.615 lowland Lao, together 
with 3,620 Hmong hill-tribes- 
men, arrived in Thailand, com- 
pared with 4,570 Lao and 2,920 
hill-tribe refugees in 1983. For 
Vientiane, these figures are a 
matter of real concern — par- 
ticularly as the exodus con- 
tinues to be joined by many 
qualified people and returnees 
from the Soviet Union. 

— FRANCOIS NIVOLON 
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Mars Lee’ S: ‘open ter to Singapore 
Prime Minister ee ‘Kuan Yew [THE 
< 5TH COLUMN, 17 Jan.) brings into the 
© open for the world to see the things 
-that are wrong in Singapore and has 
i the support of a large section of Sin- 
^$gaporeans, as demonstrated in the last 
election. 





Her article is timely — and she | p~ 
in by calls which | |^ 


. ‘should not be taker 
me have appeared. in 





Singapore press 






Singapore. If she were here, she would 


j -be like most of us — keeping her 
thoughts to herself. 
Singapore ‘CHILD OF SINGAPORE’ 
... and against 


Mary Lee's opprobrious criticisms of 
Singapore Prime Minister Lee Kuan 
Yew reveal a lack of real understand- 





p buted to her ae abscaée from 
Singapore. 

Our vision of tomorrow cannot be 
achieved without the recollection of 
the past. There is a need to know and 
an urgency to be reminded. Our prob- 
lems tomorrow are not entirely differ- 
ent from those faced yesterday. The 
form may be contrasting but the sub- 
stance is clearly alike. People who 
forget the past are dammed to repeat it. 


. Mary Lee accuses the prime minister of 


being "too impatient in the past." It 


would seem that. impatience to her isa | 


dirty word, but many see it differently. 
Time was never on our side — and 
. there is a clear distinction between im- 
patience and hastiness! I suggest that 
she re-examines our nation-building 
efforts more closely instead of brush- 
ing them aside. 
I find it rather amusing that jour- 
nalists are self-ordained champions of 
a repressed society and that, by arguing 
for press freedom, journalists are not 
“merely looking after their self-in- 
terests.” I seriously believe that free- 
dom of the press is freedom to print 
that which is beneficial to the pocket- 
. book, not necessarily what is best for 
~~ the nation. | 
It does not surprise me that a hand- 
ful (thank God for the sensible major- 
- ity) of Mary Lee's friends are raising 
. doubts about the kind of society they 
` want their children to be raised in. Our 
.. history has always been plagued by 
' doubters. The encouraging sign, how- 
ever, is that these prophets of doom 
| bec esisingly fewer in 









hert to return: if uno wants to hel | 










‘numbers as more Singaporeat | 
both in themselves and in their coun- | Ad 
try. - 

We have in 25 years built something | i 

to! ee Ása og cera z 
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fec T K e bidon countries and, genera ally 
: sian region. its membership comprises forty-five countries, thirty-one of which ih 
f on and: uriee from Western mea and North America. PO 






4 supórdaior ‘of their preparation ety SUAS, advice c on enviror rner 
|. design and planning, and monitoring of implementation. The seleciad ca 
"o un lertáke seminars and exchange information with environmental and 
. cies in the Bank's developing member countries. Candidates sho hav 
gree in engineering and experience in environmental £ 
sources planning. Qualifications in, or experience of, riatural res 2u 
. ^ thropology/sociology would be an added advantage. | | 
Fi uency in written and spoken English is essential. Staff and their families wit be ba: 
Manila, Philippines, but the position involves international travel. 
The position offers competitive salaries paid in US Dollars normally free of tax, and an 
lent benefits package. 
Interested persons are invited to send their curriculum vitae immediately to: 
REF. NO.: HK49 
Head, Employment & Staff Relations 
Personnel Division 
Asian Development Bank 
P.O. Box 789 
Manila, Philippines 

























. RESEARCH FELLOWSHIPS IN ASE 


Applications are invited for two Research Fellowships available at the Institute of Southeast 
Asian Studies for the year 1984/ 1985. 


ELIGIBILITY: These Research Fellowships are limited to applicants who are nationals or 
permanent residents of ASEAN countries on a rotational basis, Nationals or permanent 
residents of Philippines and Singapore, are eligible to apply for the present available fellowships 


QUALIFICATIONS: Within the foregoing, preference will be given to those candidates 
with PhD or equivalent qualifications, or those with first- hand high evel poe m 
ASEAN affairs, and who are in a position io complete their proposed projects im the 
stipalated period of each Fellowship award. 


DURATION OF AWARD: Fach award can be for any appropriate ler th c of time, up to 
a maximum period of nine months. Extension beyond this period will not be considered. 


FOCUS OF RESEARCH: The area of research can be any topic pertaming to development 
and associated problems of ASEAN, with special emphasis on publishable research. 


RESEARCH PROJECTS: Research projects submitted for consideration should be wel 
thought-out and be as complete as possible in terms of aims and objectives, scope, 
schedule of work, and so on. 


STIPEND/HOUSING SUBSIDY: Each Fellowship pays a living allowance in the range of 
S$2500 — S$3500 per month, the actual amount provided depends on candidates 
qualifications and experience. 

OTHER BENEFITS: in addition, travel, research allowances, and medical care are also 
provided. 





All applications, gving full ll details, should be sent directly ta the respective ASEAN Nahona 
Secretariat af the nationals concerned, preferably by 30th March 1985. 


In Manila 





Whether you're on business or 

on holiday, you deserve the kind 

of service that comes even before it-is 
dsked. Fine accommodation, superb food, 
drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to your smallest 
needs. And of course, a comprehensive 
Business Center to competently 

work for your business. That's 

why we invite vou to our hotel. 
Certainly, we always look 

forward to offering you the 

Intere Continental advantage. 


IHE ADVANTAGE IS INTER: CONTINENTAL 


HOTEL INTER: CONTINENTAL MANILA 


Ayala Avenue, Makati; Tel. 815-97-11; Telex: RCA 23314 ICH. PH 
For reservations call: Hong Kong: 5/243081; Tokyo: 2150777; 
Singapore: 2202476; Osaka: 2640666 


January article herepor 
tual production, gover 

for 1983-84 was 1.66 million tonnes o 

paddy and, though this was in- 
adequate, was not a “harvest of 
death." 

In the same article, referring to the 
1984-85 season he suggests that there 
will be a "shortage equal to four or five 
months' supply." This, amazingly, is 
only called a "meagre harvest." Four 
or five months without any rice for 6-7 
million people is hardly meagre, and — 
if the prediction for 1984-85 is correct 
— is much closer.to a “harvest of 
death." 

I also take exception to the claim 
that seed and fertiliser cannot be 
moved into the country in time for 
planting. The reason given is that this 
"would be a near-impossible task, 
given the complex nature of the inter- 
national aid bureaucracy and an al- 
most non-existent transport system." 
After the flooding in August and Sep- 
tember 1984, Church World Service 
(CWS) moved 1,000 tonnes of IR-36 
seed rice into the country within six 
weeks, and well in time for distribu- 
tion and planting as the flood waters 
receded. 

The Ministry of Agriculture had its 
transportation system fully organised 
and trucks and barges were loaded di- 
rectly from the ship for immediate de- 
livery to the provinces. CWS staff were 
present to monitor the rice-seed distri- 
bution to farmers within a few days 
after it was unloaded from the ship. To 
say the country has an "almost non- 
existent transport system" is wrong 
and misleading. 

The rice-seed distribution is also an 
example of the Ministry of Agriculture 
showing it can be effectively organised 
and is not illustrative of the statement 
that "the gravity of the problem [food 
shortage] is compounded by the gov- 
ernment's frail administration and 





infrastructure.” R. DEAN HANCOCK 
Representative 
Phnom Penh Church World Service 


The Ox cycle 


The ox on the cover of the REVIEW 
[10 Jan.] seems to be of indeterminate 
sex; or is ita castrato? According to the 
Mongolian calendar, 1985 is the year of 
the “blue wooden cow” (or female ox). 
Also under this sign was 1865 — of 
which John Fairbank and Edwin Reis- 
chauer say that the Qing dynasty had 
been reprieved from the Europeans, 
none of whom could rule China di- 
rectly and China had “an opportunity 
to modernise in self-defence with 
Western help.” The same sign 60 years 
on — 1925 — saw the 30 May Move- 
ment in China, In the same year Tai 
Chi-t'ao stated “the case for an ideol- 
ogy of national unity which would be 
multi-class and both anti-imperialist 
and anti-communist.” Does history re- 
peat itself in 60-year cycles? 

London ‘MONGOLIA WATCHER’ 
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both sides of Sri Lanka’s rac 


Our gruesome cover phote 


Government showing vic 
separatist guerillas of the 
community. But the Tamils 1 
that they are only defending t 

north of the island from 
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y: re Oe 
graphs this week are 
ied by the Sri Lankan 
tims of terror attacks by 
1 nority Tamil 
es respond 
their homeland in the 
je terror attacks of the 





army, which is dominated. by the majority 
Sinhalese community. Chief correspondent Rod- 
ney Tasker, with correspondents Manik de Silva 
and Mervyn de Silva, n the paranoia on 


il fence; on the tor- 


tuous DAT of Tamil-Sinhalese conflict, and on the economic price 
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the country 





Pages 12-13 

The violence as South Korean dis- 
sident Kim Dae Jung returns home 
sparks a complicated Washing- 
ton-Seoul dispute. Meanwhile, the 
newest opposition party gets a 
-boost in the national assembly 
elections. 


Page 14 3 
The United. States bends over 
backwards to keep Australian 
Prime Minister Bob  Hawke's 
friendship as New Zealand rocks 
the Anzus alliance. 


Page 16 | 

Khmer Rouge guerillas are likely to 
be a much tougher nut for Vietnam 
to crack thàn were Son Sann's 
Cambodian resistance forces. 


Regional Affairs 


South Korea: The Kimpo affair 
Blame for everyone 
Verdict of the people ———______. 
Diplomacy: Sympathy for Hawke ——— 
india: Secrets supermarket 
Cambodia: A borderline battie 
Singapore: PAP with a human face —— 
China: The economic front 
Japan: Unmaking a kingmaker 
Hongkong: A new political era 
Pakistan: Contested walkover — 
Cover story: Brink of civil war in 
Sri Lanka 1 
Honouring a hero-king 
Driving the moderates into the 
guerillas camp) ss. =i 
History according to the Buddhist 
"KHhomeinil Loa m. 0 
Two voices heard. across the 
widening divide .... — — —— —— 40 
Economic ruin threatens if 
violence continues  — — — — 42 
M. YO 


likely to pay for the continuing violence. Pages 36-42. 
trt x 


Page23 ls 

After its election setback, Singa- 
pore's ruling party promises gov- 
ernment with a more human face. 
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Page24 % 

China's army gets a sharp remind- 
er that its duty is to serve the peo- 
ple. 


Page 25 

Formation of a ‘study group’ within 
former Japanese premier Kakuei 
Tanaka's faction of the Liberal De- 
mocratic Party may be the open- 
ing shot in a new leadership battle. 


Page 47 
It's time for a clean-up at Japan's 
bath-houses. 


Arts & Society 


Law: The St Valentine's Day clean-up 
Ce ALL — eain 
Indonesia: Tourism boom from the 
blast of Borobudur 
The serenity and the chaos 


Business Affairs 


Economies: Bangkok s off-budget 
shocks... 

Finance: A small new broom in 
Malaysia 

Banking: Live and let lend in 
india 
Asean yes, Asia no 


| Industry: Pakistan going through 


the mill 


Trade: Japanese elephants in China — 
Tempers up in smoke in Seoul 
Adding fuel to the flames 

Export markets: South Korea raring 
to Excel 
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Page 52 ES; 
Thailand's fiscal planners get 
some unpleasant surprises as they 





examine public-sector debt. 

Page 54 

The central bank approves major 
changes at Malaysia's smallest 
commercial , Which is 
plagued with non-performing 


loans. 


Page 59 

India provides some plum oppor- 
tunities for foreign banks despite 
tight guidelines. 


Page 62 
Japan’s sogo shosha take the 
China plunge to stave off trouble. 


65 

South Korea resists demands to 
open up its lucrative cigarette mar- 
ket to foreigners. 


Page 74 
Seoul saddies up a new Pony to 
ride in search of export markets. 


Page 78 

A sharp drop in the value of the 
Australian dollar worries the na- 
tion’s policymakers. 


Energy: New Delhi generating 
controversy ———___ 
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rendered 
Softer than words 
Currencies: Tokyo's flouting 
conventions UR PES VIA 
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an foreign ministers de- 
ided at a meeting in Bangkok 
on 11 February to go public for 

e first time in urging coun- 
tries friendly to the Cambo- 

ian resistance to supply arms 
to the guerillas fighting the 
Vietnamese. 

' Until now, Asean has been 
Officially silent on military 
support for the Democratic 
Kampuchea coalition, though 
member states Singapore and 
Thailand are known to have 
been giving military support 
to the non-communist Son 
Sann and Prince Norodom 
Sihanouk factions. China 
publicly supplies arms to the 

er Rouge as well as li- 
mited supplies to the other 
two groups. 

The appeal to the interna- 
tional community to supply 
arms to the resistance was al- 
most hidden in the final 
paragraph of the ministers’ 
communique, At a press con- 
ference, however, Thai 
Foreign Minister Siddhi 
Savetsila drew attention to 
the military aspect of the ap- 
peal saying: “Military support 
for the freedom fighters in Af- 
ghanistan is an open secret. 
Why not the Khmers? They are 
entitled to fight for their inde- 
pendence. They can't fight 
with their bare hands.” 

— RODNEY TASKER 


US to search for 
MIAs in Laos 


Laos has permitted a United 
States technical team to con- 
duct a 12-day search for US 
servicemen missing in action 
— MIAs — in the area near 
Pakse where a US C130 air- 
craft crashed in 1972. The 
. move followed the support ex- 
pressed in an 18 January com- 
munique by the Indochinese 
foreign ministers for a *re- 
sponsible" US role in South- 
east Asia. Meanwhile, on 9 
February officials from the 
US Joint Casualty Resolution 
Centre visited Hanoi where 
they reportedly obtained as- 
surances of the return within a 
month of the remains of five 
more MIAs. 

In a recent statement, the 
US State Department ruled 
out normalisation of relations 
with Vietnam as long as, its 
forces remain in Cambodia 
and Hanoi does not provide 
“as full accounting as possible 
of our men who are still mis- 


8 


sing.” 
tions, US officials hold out the 
prospect that an accelerated 
Vietnamese effort on MIAs 
would improve the atmos- 
phere and make normalisation 
of relations easier if and when 
the Cambodia problem is sol- 
ved. — NAYAN CHANDA 


Aquino murder trial 
hearing delayed 


Pre-trial proceedings in the 
cases against 25 Philippine 
military men and one civilian 
accused in connection with 
the murders of Benigno 
Aquino and Rolando Galman 
have been delayed. At the 
scheduled start of the pre-trial 
hearing on 7 February, de- 
fence lawyers sought details of 
the charges against each of the 
accused. The prosecution 
panel, meanwhile, submitted 
19 pages of evidence to be en- 
tered into the record and the 
accused were given until 18 
February to accept or contest 
this. The hearing resumes on 
20 February. — JOSE GALANG 


Nakasone denies putting 
pressure on Lange 
Japanese Prime Minister 
Yasuhiro Nakasone denied in 
parliament that he had even 
broached the subject of New 
Zealand's non-nuclear policy 
with respect to visits from 
United States warships in 
meetings with New Zealand 
Prime Minister David Lange 
in Auckland in January, let 
alone applied any pressure on 
Lange in an effort to influence 
New Zealand policy. 

The two leaders agreed on 
the need to work for disarma- 
ment, but there was no discus- 
sion of Japan's non-nuclear 
principles in relation to New 
Zealand's policy. The Foreign 
Ministry told Japanese news- 
papers that Japan would not 
allow itself to be drawn into 
the New Zealand-US dispute 
(page 14), reportedly because 
both nations' political and mi- 
litary circumstances were “to- 
tally different." — BRUCE ROSCOE 


Another public holiday 
mooted for Japan 

Japan's opposition parties 
plan to introduce legislation 
to create almost a full week of 
public holidays in place of the 
present “Golden Week" which 
includes holidays only on 29 
April, 3and 6 May. The ruling 
Liberal Democratic Party is 
proposing to add 4 May to 
these. Japan currently has 12 
public holidays a year. 


— CHARLES SMITH 


In private conversa- 





China seeks advice 

from Goh Keng Swee 
China has secured the services 
of Singapore's former deputy 
prime minister (and current 
deputy chairman of the 
Monetary Authority of Singa- 
pore), Goh Keng Swee, as an 
economic-development ad- 
viser. Sources said the offer 
was made to Goh in late 
January, during the visit of 
Chinese Foreign Minister Wu 
Xueqian to Singapore. Goh 
was the archi- 
tect of Singa- 
pore's first 
industrial es- 
tate — Jurong 
Town Corp. — 
and much of 
the repub- 
lies econo- 
mic develop- 
ment. 

- The sources said that as Goh 
is not in good health, he is 
likely to work with a team of 
retired Singapore Govern- 
ment officials. Goh visited 
China in June 1984, shortly 
after 14 coastal cities and 
Hainan island were opened to 
foreign trade and investment. 
There is no central planning 
for the new open-door policy, 
and each of the 14 cities and 
Hainan — as well as China's 
four special economic zones — 
are competing heavily for po- 
tential investors. — MARY LEE 


More Australian bank 
licences likely 


Australian Treasurer Paul 
Keating will ask cabinet col- 
leagues to approve licensing of 
a far greater number of 
foreign banks than the half- 
dozen or so envisaged up to 
now, with possibly 20 banks 
being admitted later this 
month, Speaking at a business 
conference on 11 February, 
Keating said he and advisers 
had been impressed by the 
quality of the 42 applica- 
tions. 

"Well over half the applica- 
tions not only meet all the re- 
levant banking prudential re- 
quirements but also offer sub- 
stantial benefits through in- 
creased competition and addi- 
tional services they would 
provide to the Australian 
community," he said. This ar- 
gued for more authorisations 
torbe given, Keating said. It 
would also help the govern- 
ment achieve a better geogra- 
phical spread, gain reciprocal 
access for Australian banks 





and allow in those banks 
wishing to set up headquar- 
ters outside Sydney and Mel- 
bourne, Keating said. 

The original proposal was 
widely seen às limiting the 
choice to major American, Ja- 
panese and European banks. 

— HAMISH McDONALD 


Thailand plans 1985 
commerdidi borrowing 


In what is regarded as its only 
major commercial borrowing 
this year, Thailand is raising 
US$400 million in floating- 
rate notes. The package, de- 
tails of which are being 
finalised, will be part of the 
targeted IJS$1.6 billion exter- 
nal-debt increase for 1985. 
(The rest will come from bilat- 
eral and: multilateral official 
loans.) Six” international 
banks have been mandated as 
lead ma nagers to raise the 
funds; The package is divided 
into three lots: US$60 million 
for the government, US$145 
million for the Petroleum Au- 
thority of Thailand (the na- 
tional oil company) and 
US$195 million for the Elec- 
tricity, Generating Authority 
of Thailand. 

» —PAISAL SRICHARATCHANYA 


Ok Tedi partners 
get new pro 
Papua New Guinea has of- 
fered its private partners in 
the Ok Tedi mining consor- 
tium two more years to decide 
on extension from gold to cop- 
per mining, provided they ac- 
cept a four-part package. The 
package calls on the Ok Tedi 
partners to agree to construct 
a permanent waste dam to be 
operative by: 1987; agree to let 
the first contracts for copper- 
mining facilities by 1 January 
1987, and make a commitment 





to build a. 25-mW hydroelec- 
tric plant the size earlier 
proposed). ^ 

The fourth part offers the 
partners —‘one of whom is 
seeking to move out of miner- 
als industry — an escape 


clause: an,economic means 
test, with the decision on cop- 
per to be linked to the metal's 
price ata certain date or over a 
period. Deputy Prime Minis- 
ter Paias ingti told a Hong- 
kong press conference on 12 
February that the government 
had already made 30 conces- 
sions to the partners and 
would not give any further ex- 
tensions. The mine was or- 
dered closed by 28 February in 
an effort to force a commit- 
mentto vOpper mining. 

— LIZ CARVER 
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The business 
fever 


MILAN FAIR; 

* an inexhaustible source of contacts 

® a bridge-market for the new requirements of world economy 

® a permanent centre of active business promotion 

® a meeting point where to know and compare cultures, technologies and different 
economic systems. 

MILAN FAIR: 

the most stimulating meeting point for manufacturers and consumers to continuously 

develop a demand and supply market: an essential requirement of today's business world 

Take your next business appointments at the Milan Fair 


The business fever will take also your people 





Fiera di Milano, Largo Domodossola 1, 20145 Milano (Italy), 
tel. (02) 49971, cable: Fieramil, telex 331360 EAFM 1 
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The extraordinary MAPPER System 


Ordinary computer systems take a 
very narrow view of your world. 





puts things in true perspective. 


Ordinary computer systems see you and 
your special business problems the way 
their programs tell them to. Which means 
they can't see things quite right. 

That's because computer programs are 
either off-the-shelf — designed for some 
mythical *‘typical’’ business. Or they're 


custom-designed — created by an outsider 


who's unlikely to have a complete picture 
of your business. 


But meet the Sperry MAPPER® System. 


It's truly an extension of your mind. 
Instead of confining you to any fixed 
program, MAPPER gives you carte 
blanche to create your own programs. 


Sperryl td. , 

36/F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 

Tix: 74516 UNIVAC HX 


Sperry Pte Ltd., 

07-01, The Octagon, 
105 Cecil St., 
Singapore 0106 

Tel: 2248333 

Tix: VACSIN RS 20844 


ORG Systems, 

Anand Bhavan, 33 Bhavan Lok, 
Vasant Vihar, 

New Delhi — 110057 India 

Tel: 675317 

Tix: 031-2140 ORG IN 


Summit Computer Co, Ltd., 

8th Floor Silom Building, 

197/1 Silom Rd., Bangkok, Thailand 
Tel: 2334280 

Tix: 82709 SUMMIT TH 


MAPPER adapts to the way you work. 


You and your people don't have to be 
computer experts to use MAPPER 
expertly. Far from it. Simple but powerful 
English commands get you what you 
want. A word or two is usually enough. 

As you insert and extract information, 
freed from rigid procedures, you create 
your program along the way. So you can 
make mistakes. Change your mind. Even 
alter your destination in mid-journey. 

MAPPER does more than work the 
way you work. It actually follows the way 
you think. 


The MAPPER System can be scaled for a 
major corporation, for a single 
department, or for a growing business. 

Before you invest in any ordinary 
computer system, invest a little time with 
Sperry. Come see MAPPER in action — 
hands-on. 


$= SPERRY 





N.V,P.D. Soedarpo Corporation, 
Electronic Data Processing Division, 
Jalan Let. Jen. S. Parman Kav. 35, 
Slipi, Jakarta Barat, Indonesia 


Tel: 596701 
Tix: 45867 DARCO IA 


Computer Division, 
3rd Floor Annex Block, 


Jalan Raja Laut, Kuala Lumpur, 


Malaysia 
Tel: 932122 


Tix: 30340 PETRAD MA 


Pernas Trading Sdn Bhd., 


EDP Taiwan Incorporated, 
4th Floor, Min Hwa Building, 
150 Fu Hsing North Rd., 
Taipei, Republic of China 
Tel: 715 3933 

Tix: 11169 GILBMAR 


Uniphil Computer Corporation, 

2nd Floor, Don Jacinto Building, 

De La Rosa Cor Salcedo Sts., 

Legaspi Village, Makati, Metro Manila, 
Philippines 

Tel: 851144 

Tix: 075-66609 UNCC PH 


rr EEE 


MAPPER is a trademark of Sperry Corporation. 


© Sperry Corporation 1984 
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DIPLOMATIC INVITATION 
Singapore Prime Minister Lee 
Kuan Yew's dinner invitation to 
two Malaysian ministers to meet 
former United States secretarv 
of state Henry Kissinger on 12 
January — along with Indonesian 
armed forces commander Gen. 
Benny Murdani, Thai Foreign 
Minister Siddhi Savetsila and 
Philippine Prime Minister Cesar 
Virata — has upset Kuala 
Lumpur. Education Minister 
Datuk Abdullah Badawi 
accepted, but Minister for 
National Development Datuk 
Sanusi Junid declined. Malaysia 
feels its Foreign Ministry should 
have been informed of the 






ns issued by Singapore's 
sioner in Kuala 


that Badawi's attendance may 
have given the impression that 
Malaysia supported whatever 
initiatives the US might have 
been taking on Cambodia at the 
time, It was also felt that Badawi 
did not have the stature of the 
other invitees, which might have 
suggested a calculated lack of 
interest — whilethe US Embassy 
in Kuala Lumpur had apparently 
pressed Prime Minister Datuk 
Seri Mahathir Mohamad to meet 
Kissinger. "Weended up with the 
worst of both worlds," said a 
Malaysian minister. 





FISHY REQUEST 
TheJapan Defence Agency (JDA) 
is convinced that Soviet "fishing 
vessels" which began to make 
p calls in Japan for the first 
„time in 1984 have been collecting 
'navigation data for use by 
submarines. Because of this 
suspicion, the agency refused a 
Soviet request that Yokohama or 
a port in Hokkaido should be 
designated an open port. Many of 
the “fishing vessels" that called 
last year at Onahama, a port on 
the Pacifie coast of northeastern 
Honshu, are believed by the JDA 
to have sailed from one of the four 
Soviet-occupied islands north of 
Hokkaido claimed by Japan. The 
northern islands are used almost 
exclusively for military purposes. 


EB THE WEEK 


CAMBODIA 

Prince Norodom Sihanouk, president of 
the Democratic Kampuchea coalition, re- 
ceived the credentials of four envoys 
accredited to his coalition government (9 
Feb.). 


HONGKONG 

Britain backed a plea by Hongkong peo- 
ple for the future British National (Over- 
seas) passport to spell out clearly the hold- 
ers right of abode in Hongkong, Chief 
Secretary Sir, Philip Haddon-Cave said 
(6 Feb.). 


INDIA 

About 100,000 troops were moved close 
to the border with Pakistan, à senior 
Pakistani Foreign Ministry official said. A 
Soviet citizen was expelled in connection 
with a spy scandal, the Indian Express 
reported (6 Feb.). A Zaire Airways jet car- 
rying arms to Colombo was detained in 
southern India (10 Feb.). Prime Minister 








PALM READINGS 

Malaysia's Primary Industries 
Minister Datuk Paul Leong will 
visit Pakistan and Iran in March 
to try to 
accelerate 
negotiations 
for what could 
be Malaysia's 
largest palm- 
oil supply 
contracts. 
Pakistan 
already has 
become 
Malaysia's 
largest palm- 
oil customer, taking 10% of 3.9 
million tonnes exported last year, 
but up to now Iran's interest in 
Malaysian commodities has been 


Rajiv Gandhi gave his personal permis- 
sion for the jet to fly to Sri Lanka, Sri Lan- 


kan National Security Minister Lalith | 


Athulathmudali said. Polish Premier 
Wojeiech Jaruzelski arrived (11 Feb.) 


IN 

Indonesia officially invited China to the 
30th anniversary observance of the Afro- 
Asian Conference in Bandung in April, it 
was reported (11 Feb.). 


PACIFIC 

Thousands of people defied New 
Caledonia's official curféw and crowded 
the streets in protest agáinst indepen- 
dence plans (10 Feb.). 


PAKISTAN 

More than 40 politicians in the North- 
West Frontier Province were arrested in 
the government's sweep against critics of 
the forthcoming elections, opposition 
sources said (8 Feb.). 


limited to an unannounced offer 


to buy 50,000 m? of sawn timber 
and 10,000 m? of plywood. But” 
Iran's huge, 400,000-tonne-a- 
year vegetable-oil market 
promises richer returns — if the- 
two countries can agree on price 
and the oil's acceptability to 
Iranians — who traditionally 
prefer United States soyabean 
oil. Meanwhile, Teheran has 
refused to accept a Malaysian 
proposal for an inter- 
governmental agreement to vet 
visits to Iran by Malaysian 
Muslims (REVIEW, 9 Aug. '84), 
believing that the possibility of a 
palm-oil deal will keep Malaysia 
from insisting upon such controls. 


THINKING AGAIN 

A recent statement in China's 
People's Daily to the effect thatit 
is Inaccurate to say “the masses 
are the makers of history” may 
indicate further thinking in 
Peking about the relative 
importance of workers and 
intellectuals in society. 
Discussing a new Soviet book on 
political theory, the communist 
party organ agreed with its 
argument that scientists, thinkers 
and artists “are the real makers 
of all advanced scientific, 
cultural and artistic works.” This 
is the opposite of the former party 
line in China. Under the late 
chairman Mao Zedong, it was 
obligatory to maintain that the 
working masses were the key to 
all historical developments. 





PHILIPPINES 

Four members of the Agrava-board of 
inquiry which linked armed forces chief 
Gen. Fabian Ver and 25 others to the mur- 
der of Benigno Aquino will not testify in 
court, one of the four said (8 Feb.) 


SOUTH KOREA 


Opposition leader Kim Dae Jung, who 


| returned to South Korea after two vears' 


self-exile in the United States was 
punched by security men at Kimpo Air- 
port, said two American congressmen ac- 
companying him (8 Feb.). An opposition 
party candidate and a campaign worker 
were reported missing in Pusan, the New 
Korea Democratic Party (NKDP) said (17 
Feb.). NKDP candidates made a strong 
showing in initial returns from national 
assembly elections (12 Feb.) 


SRI LANKA 
Guerillas attacked a navy camp in 
Jaffna, security officials said (10 Feb.) 
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E The airport scuffle as Kim returns could embarrass Chun Doo Hwan 


The Kimpo affair 





By Shim Jae Hoon in Seoul 


T he government of President Chun 
Doo Hwan has averted what ap- 
peared to be a looming political 
crisis over the return from the United 
States of opposition leader Kim Dae 
Jung. However, the manner in which 
South Korean security agents al- 
legedly treated Kim and some Ameri- 
can supporters accompanying him 
upon their arrival at Seoul's Kimpo 
Airport could turn the whole af- 
fair into a major embarrassment for 
Chun when he visits Washington in 
April. 

Kim, accompanied by his wife, 22 
Americans, 14 Korean-American dis- 
sidents and former Philippine senator 
Raul Manglapus, arrived at Kimpo 
shortly before noon on 8 February. 
Among those providing what some 
called a "security blanket" around 
Kim were two US Democratic con- 
gressmen — Thomas Foglietta and Ed- 
ward Feighan, the latter a member of 
the House Foreign Affairs Committee 
— and Patricia Derian, a former assist- 
ant secretary of state for human rights 
under the administration of president 
Jimmy Carter. 

No sooner had Kim and his wife, 
flanked by nine of the Americans, de- 
scended through a sealed aircraft dis- 
embarking bridge, than some 50 secu- 
rity agents separated the Kims from 
their escorts. While the Kims were 
pushed into an elevator by some of the 
agents, others allegedly shoved and 


roughed up some of the Americans, in- 


cluding Derian. “He [Kim] was bat- 
tered and beaten up. It was thuggery at 
its height," she later told a press con- 
ference at Kim's house. Her charges 
were denied by Mrs Kim and Robert 
White, a former ambassador to El Sal- 
vador, who still complained: "We all 
went through physical violence that 
was totally uncalled for." 

The Americans' public expressions 
of outrage over the incident angered 
officials here, who saw it as part of an 
attempt by Kim to bully the govern- 
ment into treating him with more re- 
spect. Foreign Minister Lee Won 
Kyung's meeting with the Americans 
— in which they presented a formal 
protest over the incident — was icy, 
with Lee refusing to offer any apology 
or expression of regret. 

Officials who learned that some 
American friends of Kim intended to 
visit Kwangju, capital of Kim's native 
Cholla province and a hotbed of politi- 
cal dissidence, were “outraged,” say- 


12 


ing this constituted "an interference in 
our domestic politics." Even many of 
Kim's followers sought to play down 
the Americans' role in Kim's return, 
fearing it could backfire and damage 
Kim's independent image among his 
grassroots supporters. 

Asthe Kims were put inside a special 
bus by security agents and removed 
from the airport to their home where 
they were placed under house arrest, a 
crowd of Kim supporters — estimated 
at more than 30,000 — lined the streets 
outside Kimpo, waving placards with 
his portrait and shouting "Kim Dae 
Jung! Kim Dae Jung!” The supporters, 
mostly students and people from 





The Kims arrive: outrage on both sides. 


Blame for 
everyone 


Washington complains about 
Seoul — and its envoy 
hits at his countrymen 








By Nayan Chanda in Washington 


ot only has the return to Seoul of 
South Korean opposition leader 
Kim Dae Jung proved anything but 
“trouble free,” as hoped for by the 
United States, but it has touched off an 
unusual dispute between Washington 
and Seoul on the one hand, and be- 
tween personalities of the US Demo- 
cratic Party accompanying Kim home 
and the US ambassador to South 
Korea on the other, 
Washington has protested at the al- 
leged rough handling of Kim and his 








Cholla, clashed with thousands of riot 
police firing teargas bombs. 

The press conference at Kim's house 
was held under near-siege conditions. 
All entryways to the modest neigh- 
bourhood were controlled by hundreds 
of riot police and plain-clothes person- 
nel. No one except foreign correspon- 
dents was allowed in. Seven security 
posts had been installed in the area to 
keep an eye on Kim's family. The sec- 
tion of the house facing the main street 
was screened off from view with con- 
struction drapes. /, 

Kim's comment seemed aimed at 
softening his i e as a radical com- 
mitted to overhe Chun with the 
help of student demonstra- 
tions, "I want to ask them 
[the government] once 
again to be moderate. The 
government must change 
its attitude toward me...I 
am not begging the govern- 


American companions —in- 
cluding two Democratic US 
congressmen — by security 
agents when they arrived at 
Seoul's Kimpo Airport on 8 
February and has asked the 
South Koréan Government 
foraninvestigation into the 
incident. Seoul has denied 
that anyone was punched 
and kicked, as some of the Americans 
have alleged. Even Kim and his wife, 
who also accompanied him, cast doubt 
on some of the allegations laid against 
thesecurity agents by the Americans. 
While stressing that the facts were 
still not clear, a State Department 
spokesman said: "When some of the 
group accompanying Mr Kim resisted 
police efforts to separate them from Mr 
Kim on disembarking from the plane, 
the [South] Korean security officers 





, responded with considerable force.” 


US Secretary of State George Shultz 
seemed to reflect this view of shared 
blame for the incident when he said in 
a statement on 11 February: "Things 
did not go according to the agreements 
that we thought that we had worked 
out for his arrival. The travelling party 
didn't go as was de$cribed and the 
[South] Korean Government didn’t 
react the way we thought they might 
have, so there was Some misun- 
derstanding there and it led to this 
scuffle." Later, in à newspaper inter- 

= 
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ment's charity WA ad a dialogue with 


me — just a reasonable attitude," he 
said, answering all questions in Eng- 
lish. 

That, of course, was understating 
what he really wants to achieve: the 
restoration of democratic institutions, 
including his own right to run in the 
next presidential election by a direct, 
popular vote. Such à poll was last held 
in 1971, when Kim came close to beat- 
ing the late president Park Chung Hee. 
Since then, the president has been in- 
directly elected via an electoral-col- 
lege system. Abandoning the present 
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view, US President Ronald Reagan ex- 
pressed a similar view. 

Earlier, US Ambassador to Seoul 
Richard Walker contended that the 
Americans with Kim had intentionally 
provoked the security men into punch- 
ing and kicking Kim and some of his 
companions as they "wanted the con- 
frontation and a media event.” 
Walkers comments immediately 
sparked a row between him and the 
American congressmen and others 
who were travelling with Kim, with 
the opposition leader’s companions 
charging Walker with being on the side 
of the South Korean Government. 


Arne to administration sources, 
an arrangement was worked 
out between the State Department and 
the South Korean Embassy in Wash- 
ington that Kim and his wife would 
proceed home from the airport in one 
car, to be followed in another by the 
two American congressmen who ac- 
companied Kim, and Robert White, a 
former US ambassador to El Salvador. 

The rest of the group were to enter 
the country in the normal manner, 
undergoing immigration, customs and 
other formalities. This arrangement 
was communicated to White before the 
group's departure for Seoul. However, 
the State Department apparently did 
not make clear that Kim and his wife 
would be separated from the group. A 
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system to return to direct elections is at 
the heart of the reform sought by Kim 
and by Kim Young Sam, the country's 
second best-known opposition leader. 


ere, as well as in Tokyo during 

F an overnight stopover, Kim re- 
peatedly drove home the point 

that unless Chun is willing to seek the 
opposition's cooperation and relax his 
control over. the political process, 
Seoul would succeed neither in its 
negotiations with North Korea on im- 
proved relations, nor in its endeavour 
to host the 1988 Olympic Games, 
which Chun 


———— — 4] hopes to make a 
SEOU 






of his term. “If 
the government 
is really willing 
to realise stabil- 
ity," he said, "it 
must change its 
attitude.” 

It appeared 
unlikely that 
Chun would ac- 
cept that chal- 

- lenge and open 
some sort of 
dialogue with 
Kim. A Justice 





crowning event 
OLYMPICS 








major purpose of the Americans ac- 
companying Kim was to provide him 
some measure of protection by staying 
close to him. 

What added to the confusion was the 
failure of a South Korean 
official to board the air- 
craft during a stopover in 
Tokyo as planned to tell 
Kim and the group of the 
arrival arrangements. 

Whatever the truth may 
be, the troubled home- 
coming has cast a shadow 
over US-South Korean 
relations. Although the 
White House has rejected 
a call from the American 
group to cancel President 
Chun Doo Hwan's plan- 
ned trip to Washington in 
April, the State Depart- 
ment has given a gentle 
reminder to Seoul that 
the Kim chapter was not 
closed with putting him under house 
arrest. 

"I would like to point out," a State 
Department spokesman said, "that the 
regrettable events . . . are only part of 
the story. Mr Kim's treatment by the 
Korean authorities in coming weeks 
and months will continue to be some- 
thing that we will follow closely, as we 
will follow and work to encourage po- 
litical liberalisation in [South] Korea." 


——— ST Llkü1LULULUULu0QÁ€HLA MGE) OG D DD 













Ministry statement issued shortly be- 
fore Kim's arrival pointed out that 
Kim's 20-year imprisonment sentence 
on sedition charges was merely “sus 
pended,” not revoked. “He is free tego 
about his ordinary activities, but not 
[to] engage in polities," it said. "The 
statement pointed out that Kim's name 
was still on a list of 14 people banned 
from political activity. à; 

It is uncertain what other steps the 
government might take to discour&ge 
Kim from participating in the political 
process. Most of Kim's supporters, 


such as Kim Young Sam, were placed 
under house arrest to prevent them 
from influencing the 12 February gen- 
eral election. g 










VERDICT OF — 
THE PEOPLE 


Ithough President Chun Doo 
Hwan's Democratic Justice 
Party (DJP) headed towards an in- 
evitable election victory in the na- 
tional assembly elections on 12 
February, early returns indicated 
that the opposition New Korea 
Democratic Party (NKDP) had 
swept key districts in major cities 
including Seoul, Pusan, Taegu and 
Kwangju. 

The performance of the NKDP, 
supported by Kim Dae Jung and 
fellow opposition leader Kim 
Young Sam and formed 
only in January, was lit- 
tle short of stunning. It 
took all of Seoul's 14 
districts and won 43.1% 
of the city's votes com- 

with the DJP's 
27.5%. In Pusan the 
NKDP scored 36.6% to 
the DJP's 28%. 

With 80% of votes 
counted, it appeared the 
NKDP's total seats 
would slightly exceed 50 
in the 276-member as- 
sembly, compared with 
25 for the moderate op- 
position Democratic 
Korea Party, previously 
the biggest opposition 
group. The ruling DJP would still 
gain a comfortable majority large- 
ly due to the complicated electoral 
law which favours the government 
by awarding 61 extra seats to the 
party which wins the majority of 
votes nationwide. 

Of about 23 million eligible vot- 
ers 82% actually caste ballot — the 
highest turnout in 25 years. 

— SHIM JAE HOON 
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Washington tries to smooth over the controversies which 
surfaced during the Australian prime minister’s visit 


By Nayan Chanda in Washington 


En of a naval exercise in- 
volving the powers constituting the 
Anzus alliance — the United States, 
Australia and New Zealand — and à 
newspaper leak about the withdrawal 
of Australian support for a US missile- 
testing programme added a little spice 
to Australian Prime Minister Bob 
Hawke's first post-election visit to 
Washington, originally planned to be 
for "businesslike consulta- 
tions." 

But while the visit was termed “dis- 
astrous" by Hawke's critics on both the 
Left and Right in Australia, US offi- 
cials here were far more sanguine 
about the outcome. In some ways, the 
crisis in US-New Zealand relations 
over the ban on US nuclear-armed 
ships helped to underline the im- 


‘portance to Washington of Australia 


and its more friendly prime minister. 

Clear evidence of Washington's de- 
sire to strengthen ties with Australia 
was the readiness with which Hawke's 
request to cancel previous support ar- 
rangements for MX missile testing was 
acceded to. 

By the time Hawke reached Wash- 
ington on 5 February, a leaked report 
in Australia’s The National Times 
had raised a storm in his Australian 
Labor Party. Shortly after his arrival, 
Hawke told US Seeretary of State 
George Shultz of his decision to abro- 
grate the agreement for US. aircraft 
monitoring the test to use Australian 
support facilities: Diplomatic ‘sources 
said that Shultz, already apprised of 
the situation in Canberra, was sym- 
pathetic. US and Australian officials 
set to work to find a formula that 





would satisfy Australia without ap- 
pearing to affect the Anzus pact. 

On 6 February Shultz and Hawke 
held an unscheduled meeting without 
aides and finalised a. joint statement 
that tried to smooth over Australia’s 


backing out of oits commitment. A 
statement read. Gut by Shultz men- 
tioned “community concerns in Aus- 
tralia” over the MX test and said: “A 
decision has been:made by the US to 
conduct the MX test without the use of 





INDIA 





Secrets supermarket 


As more alleged spies confess, it appears that classified 
information was sold to anyone who wanted it 


By Mohan Ram in New Delhi 


very round of arrests in India’s 

latest spy scandal has yielded its 
harvest of confessions, leading to more 
arrests. From what has come to light so 
far, the scandal'ss ramifications are 
more extensive than first believed 
when the government began cracking 
down on those involved on 17 January. 

French deputy military attaché 
Alain Bolley's return to France on 21 
January, followed by French Ambas- 
sador Serge Boidevaix's return to Paris 
early this month, established the 
French link in the chain and suggested 
a wider Western-bloc involvement. 
But the subsequent expulsions of 
Polish, East German and Soviet dip- 
lomats gave the scandal a new twist. It 
suggested intelligence agencies of both 
blocs had had a free run on India's se- 
crets. As The Statesman newspaper 
noted wryly: “Such even-handedness 
may appear to uphold the merits of 
non-alignment.” 

As embarrassed as the foreign coun- 
tries involved, India now looks anxious 
to contain the diplomatic fallout of the 
affair so that its relations with the con- 
cerned countries are not irreparably 
damaged. In any case it is unlikely to 
make any difference to India's foreign- 
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policy orientation, especially with re- 
gard to its special relationship with the 
Soviet Union and the Eastern bloc. 

Polish Prime Minister Wojciech 
Jaruzelski began an official visit to 
India on 11 February, in an atmo- 
sphere apparently undisturbed by the 
expulsion of a Polish diplomat — an 
expulsion not officially confirmed by 
New Delhi. But to please an Indian 
public which would have resented a 
red-carpet welcome to a leader of a 
country involved in spying, it was 
made known that Prime Minister Rajiv 
Gandhi had informally raised the issue 
with his guest. Jaruzelski would not 
discuss details at a press conference, 
but he promised that Poland would in- 
vestigate the matter to see if a Polish 
diplomat or employee might have been 
involved. 

The casual nature of the snooping 
operation would suggest that it was 
not a spy ring set up by any country or 
agency with any specific objective in 
mind. On the contrary, it appears that 
this system of institutionalised leaks of 
government information began 25 
years ago when businessman Coomar 
Narain, described as the kingpin in the 
current scandal, started collecting 
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commercial intelligence for the com- 
pany which employed him at the time. 

It is not unusual in New Delhi for 

"liaison officers" such as Narain, rep- 
resenting Indian and foreign firms in- 
terested in government orders and 
contracts, to garner such intelligence. 
The information is normally funnelled 
to them through the personal assist- 
ants and private secretaries of minis- 
ters and other top government offi- 
cials. The information is supplied for 
petty amounts of money, perhaps a 
bottle or two of expensive whisky or 
even the services of a woman. 

Over the years, Narain apparent- 
ly found that the information he 
was collecting was also in demand 
from other firms, as. wel as his 
own. And he discovered that. in- 
formation of a more sensitive nature 
could also be had cheaply from his 
network of con- 
tacts in the bu- 
reaucracy. The 
government 
functionaries 
brought  classi- 
fied papers to 
Narain's office in 
the evening and, 
while the func- 
tionaries were 
being enter- 
tained, the pa- 
pers were photo- 
copied in a near- 
by shop. They 
were returned to 
government files 
the next morn- 
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In public as 
well as private 
briefings, US of- 
ficials played 
down the signifi- 
cance of the Aus- 
tralian move by 

stressing that the 

_ MX test was a 

“unique issue” 

| and certainly did 





















core of the Anzus 
| pact in the way 
| that the New 
Zealand port ban 
did. 

The US was more concerned about 
Hawke's position within his party. As 
one administration official privately 
remarked: “We are: very happy with 
Bob Hawke. He is an extraordinary 
leader.” Referring to the intra-party 
leftwing challenge to Hawke, the offi- 
cial said that the US understood well 
that Hawke was in fact “the leader of a 
coalition and needed to engage in à 
high-wire balancing act to stay on 
top." 





From the photocopies seized during 
the crackdown, it is clear the purloined 
papers related to a wide range of 
strategic and commercial subjects, in- 
cluding those pertaining to India's 
military strategy and arms deals, 
foreign-policy pursuits — especially 
relating to its neighbours — nuclear 
and space programmes, trade deals 
and domestic policies. It is the kind of 
information which would find ready 
buyers from Western and Soviet-bloc 
countries, particularly when it was so 
easily available at flea-market prices. 

There are diverse theories on how 
India's counter-espionage agencies 
stumbled on Narain's operation. One is 
that two major intelligence leaks last 
year put them on the trail. In Sep- 
tember 1984, a contingency plan for a 
pre-emptive strike on Pakistani nu- 
clear installations at Kahuta was said 
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T he Star Wars plan involving space- 





wing support arrangements in 
exchange for. his support of President 
Ronald Reagan's Strategic Defence Ini- 
tiative (SDI), or “Star Wars" plan. The 
joint statement read out by Shultz 
stated: “We agree on the importance of 
both of these key objectives [strategic 
deterrence and nuclear-arms reduc- 
tion], to which the strategic moderni- 
sation programme being carried out by 
the United States is directed.” 


based weapons to destroy nuclear 
missiles is clearly a part of the strategic 
modernisation programme. Whether 
he had indeed meant to make such a 
concession to the Americans or the 
speech was simply badly drafted, 
Hawke moved swiftly to deny that he 
endorsed the Star Wars plan. He told a 
press conference that “while we 
understand the concept ... we are not 
endorsing it.” 

Hawke also said that Australia has 
been given unqualified assurance by 
the US that none of the joint facilities 
operated by the Americans in Austra- 
lia had any role in the SDI. Although 
obviously not happy with such re- 


to have been presented to then prime 
minister Indira Gandhi, who vetoed it. 
But the plan apparently found its way 
to the CIA, which in turn leaked it to 
two American newspapers, The Wash- 
ington Post and The New York Times, 
through some United States senators. 

Later in 1984, a paper on India’s in- 
volvement in Sri Lanka's Tamil seces- 
sionist movement was found to have 
been leaked to Colombo. The paper ap- 
parently had been prepared for Rajiv 
Gandhi by India’s Research and 
Analysis Wing — New Delhi's equiva- 
lent of the CIA. 


Av theory is that following the 
assassination of Mrs Gandhi on 31 
October 1984, there was a thorough 
screening of low-level functionaries. 
This, the theory goes, gave the inves- 
tigating agencies clues to the spy ring. 
Significantly, of the 16 people arrested 
so far in connection with the case, only 
a few are businessmen, with most of 
the rest being low-level functionaries. 
Three of the accused were from the 
Prime Minister's Secretariat alone. 
What has yet to be established is whe- 
ther the Narain ring made available to 
Sikh secessionists any information 
useful in planning Mrs Gandhi's assas- 
sination. 

Yet another theory is that the Soviets 
tipped off Indian agencies about Bol- 
ley, who was allegedly spying for Nato 
and was apparently funded by a West- 
ern intelligence pool in Paris. Late in 
1983, India smashed a spy ring of 
former military officers on a Soviet 
tip-off. The Soviet interest was clear 
here: the ring was passing secrets 









oint statement, US 
ready to shrug them 

seeking an endorsement,” a senior oti 
cial said. He also played/down the role 
of Australian facilities in the Star 
Wars programme by saying there are 
no plans for that “at this time." 

However, an Australian defence spe- 
cialist, Desmond Ball, pointed out in à 
radio interview that the US-operated 
Nurrungar ground station in Austra- 
lia, built originally for satellite early 
warning programmes, has already 
been put under the SDI Project Office 
and would form an integral part of the 
Star Wars plan. 

Washington highly values its aceess 
to Australian ports and communica- 
tions facilities. In order to retain these 
it is ready to give Hawke much more 
rope than it would others. Compared to 
New Zealand, which has been casti- 
gated asa bad ally, Australia — despite 
its anti-nuclear posture — is being pre- 
sented as a shining example of a loyal 
ally. 

“Clearly the Anzus relationship with 
New Zealand has big problems in it," à 
senior US official said. "But the Anzus 
relationship with Australia is very 
solid and very sound. " ü 
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about Soviet weapons systems sold to 
India. 

The Soviets not only sell India some 
of its latest weapons, but they also 
have allowed the licensed manufacture 
of some of them, such as the MiG27 
fighter and T72 tank. 

If it is true that the Soviets tipped off 
New Delhi about the current spy scan- 
dal, it may have been timed to scuttle a 
major deal recently clinched by France 
to supply 158 mm howitzers worth an 
estimated US$1.8 billion in the face of 
fierce competition from Sweden, Aus- 
tria and Britain. 

It is true that Bolley's exposure was 
followed by the expulsion of three 
Soviet-bloc diplomats. But it is plausi- 
ble that the Soviets were risking some 
immediate discomfiture for a long-run 
gain. With the spy ring exposed, India 
is tightening security measures, which 
means the West is not likely to get in- 
formation as before on Soviet weapons 
systems or on India's needs, thereby 
losing its competitive edge in the In- 
dian arms market 

Western diplomats had reason to 
chuckle over the Soviet discomfiture, 
because the pro-Soviet media had car- 
ried out a tirade against the West and 
linked the CIA with the spy ring. The 
intelligence agencies had stood discre- 
dited for their failure to save Mrs Gan- 
dhi. To refurbish their image, they 
have been feeding the media with 
planned leaks to make it appear that 
they had smashed a sinister plot to 
destabilise India. So the public had 
reason to expect firmness on the part of 
the government in dealing with the 
countries implicated in the case. El 
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Vietnam's long-planned showdown with the Khmer Rouge " 
could go either way, according to the analysts 


By John McBeth in Bangkok 


ietnam's long-awaited offensive | deeper inland which has. “seriously 


MM caine the Khmer Rouge strong- 
holds in Cambodia is under way. On 12 
February more than 30,000 civilians 
fled into Thailand to escape the ad- 
vancing Vietnamese assault, nearly 
half from the Khmer Rouge camp at 
Ang Koban in the Phnom Malai area. 
On the same day Thai troops and tanks 
moved into positions to prepare for 
Vietnamese incursions, 

Meanwhile, the Chinese media re- 
ported that the People’s Liberation 
Army launched “counter attacks” 
positions along Vietnam's 
northern border. 

It may, however, be weeks before 
military analysts can determine what, 
if anything, Hanoi has achieved in its 
bid to gain mastery over the border 
area. Unlike the attacks over the past 
three months on non-communist 
camps to the north, the fighting for 
Phnom Malai has little to do with the 
defence of fixed positions and a lot to 
do with the more classic forms of 
guerilla warfare. 

Although there is a peak called 
Phnom Malai, lying in a corner of the 
border 12 miles southwest of Thai- 
land’s Aranyaprathet district town, 
the complex itself — a system of 
rudimentary camps and supply caches 
— covers 300 m? of often rugged jungle 
country. In many respects it is a 
guerilla playground where conven- 
tional tactics count for little. 

For this reason alone, reports of 
"vital positions" being overrun mean 
little. If the Chinese-backed Khmer 
Rouge do find themselves caught in a 
squeeze, they can melt away — across 
the border if need be — and reappear 
behind the Vietnamese. 


he way the Khmer Rouge assess the 

situation, the border is only of 
secondary priority. More important in 
their calculations is the broad opera- 
tional belt around the Tonle Sap lake 
which it has penetrated with a consi- 
derable degree of success. To the 
guerillas, success in combat is a matter 
of what proportion of the 40-50,000— 
strong fighting force is inside the 
country, not control of frontier bas- 
tions. 

The communique issued after the 4 
February meeting of the three Demo- 
cratic Kampuchea coalition leaders 
made much of this point. Expressing 
satisfaction with “favourable develop- 
ments” in the Cambodia situation, it 
talked of stronger military action 
along the shores of the Tonle Sap and 
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threatened” the Vietnamese, 

“That is why they [the Vietnamese} 
are striving to concentrate their troops 
and attack us on the western border . .. 
for the purpose of checking us, as well 
as for propaganda purposes,” the com- 
munique said. “But their efforts will be 
of no avail as their concentration of 
troops on the border leaves inside 
Kampuchea rather +g em p t y, 
which offers a db golden op- 






REVIEW MAP by Frank Tam 


portunity for our resistance forces to 
strike deeper ..." 

Although Khmer Rouge field reports 
must be treated with caution, two of 
their more striking claims recently 
have been the killing of Soviet and 
East European advisers in a raid on a 
hotel in the heart of Siem Reap, and a 
night assault which reportedly 
knocked out radar facilities at Battam- 
bang airport. 

Analysts estimate that 15-20,000 
Vietnamese troops, elements of at least 
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Phnom Malai s 
counter-insurgeney-experts would say 
favour the Khmer Rouge. The Chinese 
warn, however, that there could be 
"serious danger" Yih the Vietnamese 
mount an incursion into Thailand to 
take the resistance forces in the rear. 

The brunt of the initial fighting was 
borne by the Vietnamese 309th Divi- 
sion. The troops o¢eupied a border 
peak known as Phnom Proek and then 
used heavy artillery jand mortars to 
force the evacuation of Chakrey (popu- 
lation 4,000), the southernmost civi- 
lian encampment.in-the Phnom Malai 
complex. Later, ground forces fought 
their way through guerilla harassment 
to threaten Ang Koban, 

To the north, elements of the Viet- 
namese 7th, 8th and.8th divisions — all 
units relatively new to: western Cam- 





women: priorities. 


bodia have 
been attempting 
to make inroads 
into the strong- 
held from the 
east with what 
would appear to 
be only limited 
success. After more than a week of con- 
siderable fighting, the overall thrust of 
the operation seemed tto lose much of 
its momentum, particularly in the 
south, and left military observers 
puzzling over what. would happen 
next. o i 

"I can't see the [Vietnamese] stop- 
ping now," said one Western diplomat. 
"While they have made some progress, 
I don't think what they have achieved 
this year along the border could be de- 
scribed as a major breakthrough." p 
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Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 
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dominate. toda; net ; vork.. 


System content 


HARDWARE 


Once, a telephone network was only as good as its 
hardware. The hardware was designed and 
dimensioned to provide pre-determined services 
tor pre-determined amounts of traffic. And to 
change the system meant a considerable physical 
upheaval. 

When computers were introduced to 
control switching, it seemed that the problem was 
over. The difficulties and complexities of change 
could be handled at the touch of a key. 


In fact, it wasn't like that. The early 
software was quite as inflexible as the hardware. lt 
was tightly designed to make minimum use of 
expensive memory. Functions were fitted in 
wherever room could be found for them. Small 
changes could cause repercussions throughout 
the whole structure, and maintenance was both 
complex and costly. 

In short, it was compromised software, 
defined by the demands of the hardware rather 
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Time 


than of the application. 

At Ericsson, where a revolutionary new 
system was already heing CONCE ed, we foresaw 
early on that the cost of hardware performance 
would drop dramatically, and that software would 
dominate the systems of the 1980s and 19905. 

So AXE was designed for a future where 
the role of hardware in the total system would 
decrease. 

Its software was designed to be compatible 
with any hardware advances that might occur, so 
that network investment could be optimised. 

lt was software that would he easy rto 
operate, easy to adapt, and simple and 
economical to maintain. 

] he VISION of Eri sson s CligiIneers has been 
fully rewarded: AXE software is the most 
complete, powerful and flexible tool available to 
network specifiers anywhere in the world. 

Today, telephony hardware is judged by 
what it can do for AXE software. 
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And this is how. 
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Its not only in the exchange that hardware 
decreases as performance ICreases: the same 
thing is happening with transmission. 

Compare the new optical fibre with 
conventional metallic cable. Optical fibre cable 
comes in 1000 m lengths weighing around 100 g 
for 6 fibres. A similar capacity metallic cable 
EPBL - weighs in at 11,000 kg per 1000 m. And 
that will be delivered in five 200 m drums. 

Its not hard to see where the future lies - 
and Ericsson will certainly play a central role in 


that future. Ericsson first became Inv olved in hbre 


optics in 1974 - to such good effect that it rapidly 
became one of the world leaders. Its a field where 
Ericsson's almost fanatical attention to detail and 
quality control is vital. Theoretically, the lowest 
light loss (or attenuation) is about 0.1 dB/km at 
1500 nm wavelength. If sea water were as clear, 
vou'd be able to see the bottom of the world's 
deepest oceans: And the theoretical capacity ofa 
fibre is measured in terabits/s (10’~ bits per 
second)! 

Ericsson approaches the development and 
manufacture of optical fibre on a broad front to 
ensure that standards are rigorously controlled. 
We manufacture the fibre, the cables, and the line 
equipment, including such vital components as 
light emitting diodes (LED), laser diodes (L | )), 
and photo detectors (PIN), plus passive 
components and such installation aids as splicing 
equipment. 


The second generation... 


The majority of installed fibre optic 
systems are 34 Mbit/s, 45 Mbit/s or 140 Mbit/s, 


- 1 
usine the 850 nm wavelength, with under 


Ykm 


` 
repeater spacings. Prerty impressive figures, which 
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j JB km attenuation, and just over | 


make fibre optics practical for many metropolitan 
nerwork applications. 

But the second generation makes them 
pale by comparison. These systems employ single 
mode fibre and a 1300 nm wavelength to achieve 
565 Mbit/s transmission, carrying over 5,000 
speech channels, with attenuation well below 
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| dB/km and repeater spacings of more than 34 
Ericsson was the first company to 
receive a large-scale commercial contract for 
this type of fibre-optic system. 
But Ericsson's ambitions do not stop here. 
[he basic structure of the next 


already taking shape in our laboratories, Studies 


generation Is 

’ 
are at hand for coherent systems operating in the 
Gbit/s range and with repeater spans running inti 
hundreds oT km. 


... and beyond. 


As the performance and production of 
fibre-optics systems increase, so does their scope. 
Already, fibre optics is in extensive use on major 
long-distance, high-capacity trunk routes. The 
intevration of telephone, telefax, data and video 
on a single optical fibre line is already in 
commercial operation. 

Ericsson has already implemented the first 
generation of integrated optical CITCUIILS, made in 
lithium niobate. And Ericsson is already ex plor 
ing not merely the transmission of light, but thi 
switching, amplification and processing of light 
signals. 

Whatever the hardware of switching or 
transmission, one thing is certain: the networks of 
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The Great Departure — Gandhara art, Gandhara 





Civilization, some 2,000 vears ago. 





At Pakistan International, you'll find that 
our values have not eroded over 
the centuries. 
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The world of technology 
in one word... Canon 


Canon NP-305 takes the and document copying amazingly 
guesswork out of zoom E simple. And the secret to perfect copy 
Canon stays ahead in copier | IS in the AE. Plus, the changeable | 
technology with the NP-305. Program ; ` cartridge toner for convenience unlike 
Zoom calculates copy ratios to fit your any other copier. — 

specific size needs. Zoom memory The image of innovation is what 
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Two page separate copy makes book It works for you. 
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pleasure of our guests 


THE HONGKONG HILTON 


| 21 YEARS NEW. 
Í Hongkong Hilton has just completed 
/ / refurbishing all the guest rooms in time for its 
J/ 2l|st.anniversary. The spacious rooms have 
ds been redesigned to include a working desk in 
rud each room. Next time you are in Hong Kong 


reserve the newest rooms in town and be 
treated to the kind of service that only 21 years' 
experience can give. 


> Hongkong Hilton offers you: 
\ * Deluxe accommodation. 
© Working desk in each room. 
e Comfortable parlour area 
in every room. 
e 5 telephones per room with 
IDD facilities. 
e Uniqey security doorlocks. 
e Heated outdoor swimming 
pool. 





For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service 
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After the election scare, the ruling party hints at changes 
and promises more attention to complaints 


By V. G. Kulkarni in Singapore 


48°F he political master is one who can 

perceive what the elector wants, 
and this is seldom the same as he tells 
his MP or party committee," said 
Singapore's Business Times on 8 Feb- 
ruary — less than two months after last 
December's general election in which 
the leaders of the ruling People's Ac- 
tion Party (PAP) appeared not to have 
perceived quite what the voters 
wanted. 

On their part, the people showed 
their disaffection by electing two op- 
position MPs and — more significantly 
— giving opposition parties 36% of the 
overall poll, reducing the PAP's popu- 
lar vote by about 13%. The ruling 
party, long used to taking the people 
for granted, was stunned and began 
some serious soul-searching. As one of 
the first results, newly appointed First 
Deputy Prime Minister Goh Chok 
Tong announced that the government 
would change its operating style and 
would even alter the substance of some 
policies if needed. 

Goh, the leader of the second-gener- 
ation ministers poised to take over 
when Prime Minister Lee Kuan Yew 
retires in four years, advocated the crea- 
tion of a mechanism for the govern- 
ment systematically to consult people 
on major policies which affect their 
lives. For a party which has ruled the 
country for an uninterrupted 25 years, 
and which prides itself on its grass- 
roots contacts, it was an admission 
that the existing channels had proved 
inadequate. 

The PAP MPs are the main conduit 
of the existing feedback network and 
after Goh's announcement several of 
them, as well as community leaders, 
were mustered to support the proposed 
system. However, the idea does not 
seem to have met with much en- 
thusiasm among some older leaders, 
who felt there were enough consulta- 
tive channels. Veteran backbench MP 
Jek Yuen Thong asked whether it was 
the MPs who had not done their job 
well or the government which had not 
done enough to find out people's feel- 
ings. 

He commented: “If the MP is incapa- 
ble of expressing the people's wishes, it 
means that the democratic system does 
not exist.” 

While Jek's views echoed the under- 
current of unease among many PAP 
backbenchers, the opposition also 
chimed in with its comments. Chiam 
See Tong, leader of the Singapore 
Democratic Party and one of the two 
opposition candidates elected, called it 
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a political move by the PAP to recoup 
its election losses. 

Workers' Party leader J. B. Jeyaret- 
nam — the other opposition MP in the 
new house — considered formal con- 
sultation machinery unnecessary as 
the people would mostly tell officials 
what they wanted to hear. Instead, he 
called on the government to lift restric- 
tions on public meetings and rallies by 
various organisations and political 
parties — a move the PAP is not likely 
to consider. 

Elaborating on the consultation 
machinery, Goh told a meeting of com- 
munity organisations on 8 February 


that a unit would be created in the 
newly formed Community Develop- 
ment Ministry which would gather 
feedback from the people, consider 
petitions, organise forums for the pub- 
lic to air its views and also to serve as a 
public complaints bureau. A similar 
bureau was started by the PAP in the 
early 1960s but was closed down in 
1980 when MPs questioned its effec- 
tiveness. 


oh was unwilling to accept 

Chiam's request that he be ap- 
pointed an adviser to the Residents' 
Committee and Citizens' Consultative 
Committee in his constituency, a role 
assigned to all PAP MPs in their dis- 
tricts. "Only if he performs in parlia- 
ment as a constructive MP, can we 
review the situation," he said. Jeyaret- 
nam, who has served as an MP since 
1981, has formed his own rival commu- 
nity bodies in his ward. Although such 
community committees are supposed to 
be apolitical, they are controlled and 
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to the new trend of changing the PAP's- 


style in a letter to new government MPs 


in which he stressed politics is about - 


human beings. Lee wrote: “[Political] 
sensitivity includes an understanding 
and appreciation of how poorer peo- 
ple, less educated, less well-endowed, 
think and feel. You must develop em- 


pathy for their hopes for a good life and 9 


their fears of retrogression, especially 
of their children." He also told new 
MPs to adopt ' 
modesty” 
colleagues. 
Several of the new PAP MPs have 
voiced their reservations about 
policies concerning preferential treat- 
ment to the children of graduate 
mothers, streaming of primary school 
children and proposals affecting the 
all-important Central Provident Fund 
(CPF), the compulsory savings scheme 
for employees. Without conceding the 
shortcomings of these policies, PAP 
leaders including Education and Fi- 
nance Minister 
Tony Tan have held 
out the prospect 
of reviewing them. 


The policy of 
graduate mothers 
is a pet demog- 


theme of Lee him- 
self, while stream- 
ing fits the PAP's 
dogma of meritoc- 
racy 

As a dramatic 
departure from en- 
trenched policies is 
thought unlikely, 
the PAP may settle 
for cosmetic com- 
promises. School 
administrators 
may show more 
flexibility in 
streaming, and as only a few hundred 
graduate mothers are involved in tak- 
ing advantage of preferential admis- 
sion to schools for their children, the 
authorities may play the issue down. 
They may also not actively promotethe 
plan to persuade single graduates to 
marry and have children without 
abandoning the policy. A decision on 
CPF is due to take at least a couple of 
years. Whether the public will see 
these halfway measures as substantial 
policy changes is another matter 

Even if the PAP succeeded in con- 
vincing the people that its style and 
policies could be more considerate, the 
new mass feedback mechanism would 
be meaningful only if the authorities 
remove the fear in the public mind that 
those questioning official policies 
might be victimised. Lee's son and a 
new PAP MP, Lee Hsien Loong, said 
recently that the fear was unjustified. 
Justified or not the existence of such 
fear can neither be denied nor wished 
away. Oo 
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The economic front 


The government directs the military to subjugate itself to the — 
country's efforts to revamp industrial and agricultural production 


By Mary Lee in Peking 
he 4 million-strong People's Libera- 
tion Army, now dubbed the Great 
Wall of Steel by the country's leaders, 
was in pathetic shape 10 years ago. 
Elder statesman Deng Xiaoping, then 
vice-premier, described it in July 1975 


as suffering from “bloating, laxity, | 
| tional weapons is progressing. The 


conceit, extravagance and inertia." In 
addition to the problems which size 
and poor discipline presented on the 

olitical and personnel fronts, he also 
highlighted the dangers posed by the 
PLA's inferior equipment, poor mili- 
tary training and command in the 
event of war. But Deng was then in no 
position to do much about turning the 
armed forces into a modern fighting 
force — he himself was to suffer a sec- 
ond fall from power a few months 
later. 

Ten years after Deng diagnosed the 
basic weaknesses of "the major instru- 
ment of [China's] proletarian dictator- 
ship," the situation has apparently im- 
proved, though by how much is dif- 
ficult to determine. The military estab- 
lishment appears to have accepted 
Deng's priorities — that "national de- 
fence can be modernised only on the 
basis of the industrial and agricultural 
development of the country as a 
whole.” 

In 1982, a major step was taken 
in the rationalisation of the arma- 
ments industry. The government State 
Council's office of national defence 
industry, the PLA science and tech- 
nology commission for national de- 
fence and the Chinese Communist 
Party (CCP) Central Committee's 
Central Military Commission's (CMC) 
office of science, technology and ar- 
mament were merged to become the 
State Council commission of science, 
technology and industry for national 
defence. 

A month after the October 1984 
adoption of the central committee's 


decision on how to restructure the | 


country's economy, Defence Minister 
Zhang Aiping said: "All arsenals and 
war-production facilities should gear 
production to the national economy” 
— that is, "subordinate itself to state 
construction and contribute to na- 
tional economic construction . . . turn 
war-industry enterprises into joint 
army-civilian enterprises capable of 
producing both military and civilian 
goods." This economic rationalisation 
of the “war-production facilities” and 
PLA resources appears to be progress- 
ing faster than other modernisation ef- 
forts within the armed forces. To earn 
more of the foreign exchange neces- 
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sary for its economic development pro- 
gramme, China has reportedly been 
expanding its arms exports since 1979, 
when it stopped giving away and 
started selling weapons to Third World 
countries. 

Modernisation of China's conven- 


ground forces say they now have im- 


| proved tanks and other armoured veh- 





| new 


icles, artillery field pieces and rockets, 
automatic anti-aircraft cannons, mis- 
siles, mines and rocket launchers. The 
PLA is also said to be adopting such 
technologies as automated 
weapons control systems, lasers and 
night-vision equipment. Moreover, a 


| major long-term modernisation pro- 


gramme (10-15 years, sources say) of 
defensive weapons is being negotiated 
with the United States while China 
continues to shop for other defence 
technology from France and Britain. 

Major reshuffles in the Ministry of 
Defence and the PLA's leadership 
ranks, as well as the establishment of 
the Central Military Commission of the 
People's Republic (whose membership 
is identical to the party central com- 
mittee's CMC), in 1982-83 also have 
consolidated Deng's control of the 
armed forces. 


W estern analysts say that though it 
is difficult to obtain a coherent 
picture of the situation within the 
PLA, the signs point to stability being 
re-established. However, problems of 
over-manning, incompetent leadership, 
poor pay and “leftism” still remain — 
as does the general conservativeness of 
army leaders who may pay lip service 
to economic modernisation, but whose 
hearts are not in it. 

There is some debate among analysts 


, about what significance to attach to a 








delay in the restoration of ranks within 
the military. 

They were expected to be re-instated 
on the 35th National Day on 1 October 
1984, following the National People's 
Congress' adoption in May last year of 
the Military Service Law which cov- 
ered, among other things, the ques- 
tion of ranks. Some analysts say the 
hold-up might be due to organisational 
rather than political problems, given 
that a unit can only have a certain 
number of officers, so what is to be 
done with the superfluous ones? It re- 
mains to be seen whether ranks will 
reappear along with the new uniforms 
to be introduced on 1 May, Labour 
Day. 

In August 1984, Yang Shangkun, 











UPI 





vice-chairman of the CMC, spoke of 
"some [PLA] comrades who have not 
yet truly shifted their attention to 
modernisation.” This situation, Yang 
said, “should be rapidly changed.” The 
conservativeness of army leaders ex- 
tends beyond the development 
priorities of the country. CCP General 
Secretary Hu Yaobang is said to be 
“too liberal for many regional com- 
manders," one analyst said. The prob- 
lem manifests itself in the party's cur- 
rent rectification programme — a 
catch-phrase which refers to purging 
the ranks of supporters of the Gang of 
Four and others who subscribed to the 
leftist “put-politics-first” line of late 
party chairman Mao Zedong during 
the Cultural Revolution. 

Yang said the problem of eliminat- 
ing “pernicious leftist influence” re- 
mains even among those officers who 
support the rectification campaign. 
Yang was reported in mid-January as 
saying that some people in the army 
want to “carry out mass criticism to 
clear the way, hold criticism and strug- 
gle rallies, topple a number of people 
and have them wear tall [dunce] hats 
and be jet-planed,” that is, use the 
brutal methods employed during the 
Cultural Revolution to punish the 
“rightist” wrongdoers for their past 
“sins.” The government and party 
CMCs clearly do not condone such 
methods, preferring to settle for public 
apologies and self-criticism in a more 
civilised form, or dismissal from the 
army for more serious mistakes. 

Hu, in a wide-ranging interview 
with Hongkong newspaper publisher 
Louis Cha in December 1984, 
explained the reason why the party 
central committee decided to take a 
more lenient stance towards PLA left- 
ists. “These comrades have fought for 
many years, with lots of scars left on 
their bodies. It was under [Mao's] or- 
ders that they took part in the Cultural 
Revolution," Hu said. “People... who 
made mistakes under the guidance of 
the wrong line may number 100,000 or 


21 FEBRUARY 1985 e FAR EASTERN ECONOMIC REVIEW 


Zhang; Chinese troo, 


at least tens of thousands. Their 
cases can only be explained 
in this way and be handled 
leniently. In fact, they are old 
enough to withdraw from their 
posts. They should retire even 
if they have never made mistakes.” 
In recent weeks, there have been re- 
ports of regional military commanders 
in Shenyang, Nanjing, Tibet, Hainan, 
Dalian and Shanghai apologising to 
provincial party leaders for "past Left 
errors" another  catch-phrase, 
meaning following Mao's 1967 edict of 
supporting the revolutionary Left 
(against Liu Shaoqi and Deng), thus 
introducing harmful “factionalism” 
into the army and society. Such public 
apologies are expected to continue. 


he size of the army remains a prob- 

lem. Its streamlining, which Deng 
called for in 1975 and which is re- 
garded as a basic task in turning the 
PLA into a modern and efficient fight- 
ing machine, is still far from satisfac- 
tory though a certain unspecified 
number of soldiers have been moved 
out of the PLA into the militia or re- 
serve and the People's Armed Police 
Force. In December 1977, Deng spoke 
of moving “several hundreds of 
thousands of army. cadres" into civi- 
lian jobs "to the various fronts of 
socialist [economic] construction.” 
Seven years later, Yang is still urging 
that “we should be determined to 
further reduce the quantity and im- 
prove the quality of our army.” 

More recently, Yang Dezhi, PLA 
chief of general staff, said that stream- 
lining army ranks and civilian staff 
would not only “save military expen- 
diture, but supply a large number of 
demobilised officers and soldiers to 
take part in economic construction.” 
At about the same time, Yu Quli, dep- 
uty secretary-general of the central 
committee's CMC said the PLA “must 
cut costs to lighten the financial bur- 
dens of the state.” 

After years of calling for the retire- 
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ment of aged commanders to make 
room for vounger, better-educated and 
competent military leaders, the official 
Liberation Army Daily reported re- 
cently the resignation of 40 officers 
"ranking just below the chief and dep- 
uty chiefs of the general staff" in order 
to make room for younger men. Dip- 
lomats, however, say that these 40 
were not from the top ranks — if so, 
they would have been made “advis- 
ers." More are expected to retire. There 
have been no reports on the pro- 
gress of, as Yang Shangkun put it, “a 
unified command system, establishing 
discipline and training. " 

The recent 50th anniversary of the 
Zunyi Conference (REVIEW, 14 Feb.), in 
which Mao established his firm control 
of the party and the Red Army, would 
have been the occasion for the leader- 
ship to draw attention to the progress 
in the modernisation of the PLA. In- 
stead, only passing reference was made 
to the military. The occasion was little 
more than a propaganda exercise 
providing a basis for the present 
leadership's efforts to reshape “social- 
ism with Chinese characteristics.” 

A People’s Daily editorial, after pay- 
ing token tribute to Mao, went on to 
say: “The ‘leftist’ errors of the socialist 
period [the decade of the Cultural Rev- 
olution] were closely linked with the 
cult of personality ... With regard to 
[Mao] committing ‘leftist’ errors, both 
party and the people lacked ideologi- 
cal preparations [and] what is more, 
his ‘leftist’ things were regarded as 
correct and were advocated in 
peacetime construction. The bad re- 
sults of erroneous commands are often 
not exposed very quickly and sharply. 
This teaches us that in building our 
socialist modernisation, it will not do 
to be doctrinaire.” 
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Unmaking a 
kingmaker 


There are signs that 
strongman Kakuei Tanaka 
may be losing his grip 








By Charles Smith in Tokyo 
ormer prime minister Kakuei 
Tanaka's position as the 

“kingmaker” of Japanese politics may 
have been severely threatened by the 
formation of a seemingly innocent po- 
litical study group by one of his politi- 
cal associates, Finance Minister Nob- 
oru Takeshita. The Soseikai — or Crea- 
tive Politics Club was inaugurated 
on 7 February with a founding mem- 
bership that includes roughlv one- 
third of the Tanaka faction's par- 
liamentary strength 

In theory, it has no purpose other 
than to debate current political and 
economic issues and make policy rec- 
ommendations to the faction's leader- 
ship. In practice, the group appears to 
be a "faction within a faction" dedi- 
cated to launching Takeshita into the 
presidency of the ruling Liberal Demo- 
cratic Party (LDP) with or without 
Tanaka's approval 

The Soseikai's flving start suggests 
that Takeshita may emerge as a strong 
potential candidate for party leader- 
ship in the era following that of Prime 
Minister Yasuhiro Nakasone, 
alongside others Kiichi 
Miyazawa and Foreign Minister Shin- 
taro Abe. However, this apparently is 
not all. Rank-and-file Tanaka faction 
members clearly have been feeling in- 
creasingly unhappy with the fact that 


such as 


their boss continues to "nominate" 
members of factions other than his 
own to the LDP president v while ap- 


parently showing no signs of wanting 
to step down as faction leade: 

Tanaka's strategy makes sense in the 
light of his own somewhat anomalous 
position as a political boss who is not 
himself a member of the party he seeks 
to control he was obliged to with- 
draw from the LDP as long ago as 1976 
when the hearings began into his al- 
leged involvement in the Lockheed air- 
craft bribery affair. But it seems to be 
making less and less sense from the 
viewpoint of faction members whose 
chances of fighting their way through 
the LDP power structure depend on 
one of their number eventually becom- 
ing party leader 

A compensation for the fact that 
Tanaka faction members have virtu- 
ally been barred from seeking the top 
party jobin the past few years has been 
the money the leader hands out to his 
followers. The faction is reportedly by 


o | far the wealthiest of the major intra- 


25 


+s 


|. more 


» PE. 
d tem us 


^ F as we H 
largest, with a 


members of the 
— Tanaka faction 


- longer than mem- 


La: 


— ease of the pre- 


than any other 


first 

ments 
cabinet. This is 
despite the fact 
that the Tanaka 


TEP 


MIA ix? 
PTOUDIIt?* i" 321p 
P = S é 


ne 


* 
"t3 y" 
Peili 


total member- 
ship of 119. 
However, size 
has now turned 
out to be a prob- 
lem. Because 
there are so many 
of them, junior 


have to wait 
bers of other fac- 
tions to win their 
appoint- 

to the 


faction habitu- 
ally commands 
cabinet 
posts (six in the 


sent government) 


party grouping. 
Signs that all 
was not well 
within the Tanaka faction began to sur- 
face during the run-up to the LDP 
leadership election last autumn when a 
Tanaka henchman, Susumu Nikaido, 
suddenly emerged as a candidate for 
the top job after Tanaka had let it be 


— known that he wanted Nakasone re- 


elected. Despite the shock to his pre- 


- stige, Tanaka was able to restore order 





on this occasion — persuading Nikaido 


to back down and preserving at least a 


semblance of unity within the faction. 
However, rumours circulating after 
the election suggest that a price may 


- have been paid for this achievement. In 


exchange for his agreement to aban- 
don his candidacy and return to the 
fold, Nikaido would seem to have been 
given a conditional promise by Tanaka 
of "nomination" to the LDP presi- 
dency some time in the future. 

According to one source in parlia- 
ment, the two men may even have 
hatched a plan under which Nakasone 
would be “pressured” to resign a year 
before the expiry of his current and 
final two-year term as party leader. 
Nikaido would then take over as a 
"stop-gap" premier in the autumn of 
1985 in exchange for helping his boss 
to overcome the difficult situation that 
will face him if, as expected, a Tokyo 
high court turns down his appeal 
against his conviction in the Lockheed 
bribery case. 

Whether Nikaido, or any other prime 
minister, could actually quash a court 
verdict seems questionable, but at 
least Nikaido could be expected to put 
up strong resistance to calls for 
Tanaka's resignation from parliament, 
where he now sits as an independent, in 
the aftermath of an adverse court deci- 
sion. A Nikaido premiership. starting 
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in or after the autumn of 1985 would 
mean that the Tanaka faction had put 
one of its own members into the top 
LDP job for the first time since Tanaka 
himself resigned as prime minister in 
November 1974. 

It would also, unfortunately, have 
the effect óf blocking the road to the 
top for ambitious younger faction 
members, since other factions would 
naturally expect to take a turn at lead- 
ing the party once Nikaido had com- 
pleted his innings. It seems to have 
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been on this assumption that 
Takeshita and his friends started 
meeting secretly in November 1984 to 
discuss the formation of a group that 
might eventually turn into a support 
group for the party presidency. 

The 40 Tanaka faction members who 
attended the inaugural meeting of the 
Soseikai do not constitute a quorum 
for proposing Takeshita as an LDP 
presidential candidate — let alone a 
majority capable of voting him into the 
job. However, it does look as if they 


A new political era 


District board elections mark the beginning of the territory's 
politicisation, but public response has not been enthusiastic 


By Emily Lau in Hongkong 


n March Hongkong will take its first 

halting step towards more represen- 
tative government since the 19 De- 
cember 1984 signing of the Sino-Bri- 
tish agreement on Hongkong's future 
after 1997. The expanded district- 
board elections. scheduled for next 
month will mark the beginning of a 
new political era in the territory and 
are designed to pave the way for “gan- 
gren zhigang," the Mandarin expres- 
sion meaning Hongkong run by Hong- 
kong people. 

However, only a disappointingly low 
number of people have declared they 
will stand, and 24 candidates already 
have been returned unopposed. When 
the month-long nomination period 
closed at the end of January, there 
were 501 candidates for 237 seats on 19 
district boards. The ratio of two candi- 
dates for one seat compared unfavour- 
ably with district-board elections in 
1982, when the ratio was 3:1. 


Lack of power, influence and pre- 
stige are often cited as factors in the dis- 
trict-board elections’ failure to attract 
more and better candidates. Although 
in theory the district boards can dis- 
cuss any territory-wide issue, their 
role is mainly advisory and for the 
most part their efforts are concen- 
trated on such mundane matters as 
street lighting, bus-stop positioning 
and garbage collection. 

In addition, there has never been a 
political tradition in Hongkong and in 
establishing one the government must 
contend with an apolitical and mostly 
apathetic body politic which is becom- 
ing resigned to the fact that the terri- 
tory's future is out of their control. “In 
the end, Hongkong’s future lies in the 
hands of Peking, so why should we 
bother?" they ask. 

The territory's pro-China organisa- 
tions have maintained a very low pro- 
file. One, the Federation of Trade 









m 
tended inaugural meeting, at least 
45 more Tanaka faction members ap- 
parently applied for Soseikai member- 
ship but were discouraged from at- 
tending the opening meeting so as not 
to offend the faction leadership at the 
outset of the new group’s existence. 

Outside the Tanaka faction itself, 
support also seems to be mounting for 
Takeshita. Abe, though himself a po- 
tential new leader, told a TV inter- 
viewer on 7 February that he strongly 
favoured the Soseikai initiative and 
hoped its leader would eventually “get 
to the top.” Even in the faction of 
former prime minister Zenko Suzuki 
(which officially has its own candidate 
for the party leadership) some support 
seems to be gathering for the Takeshita 
group. 

The Soseikai's bid to go it alone 
could still be wrecked by action from 
within the Tanaka faction — for exam- 
ple by a decision of the factional 
leadership to cut off the political fund- 
ing of all members who have been rash 
enough to join the group. But, in the 
long run, action of this kind might only 
deepen the split which appears to be 
opening up between Tanaka and many 
of his younger adherents. Whatever 
becomes of Takeshita and his friends it 
looks as if the “old boss” will never 
again be regarded with the respect he 
was able to command for 10 years after 
he stepped down from the LDP presi- 
dency. oO 


Unions (FTU), fielded no candidates 
but about 10 members of FTU-affiliat- 
ed or “friendly” unions are standing 
as independents. FTU vice-chairman 
Tam Yiu-chung said: “We only want to 
arouse the workers’ social awareness 
and urge them to participate. Winning 
or losing is not so important.” 


A pro-China candidate is incumbent 
Wu Shing-shuen, who last year be- 
came a member of China’s Guangdong 
provincial Chinese People’s Political 
Consultative Conference (CPPCC). 
After deliberation, the government de- 
cided not to bar Wu's re-election bid, 
though the law prohibits foreign coun- 
cillors from standing in local elections. 
China’s de facto representative in 
Hongkong, the official Xinhua news- 
agency's Hongkong branch, has said it 
would not be contrary to the Chinese 
Constitution for CPPCC members to 
stand in the elections. 

Pro-Taiwan groups have also fielded 
only a handful of candidates. With the 
approach of 1997, some pro-Taiwan 
sources privately concede that there is 
no future for them in Hongkong. But 
Peking is concerned that those in the 
territory sympathetic to the Taipei 
government may try to destabilise 
Hongkong in the run-up to 1997. 

Meanwhile, China's National Peo- 
ple's Congress (NPC) is set to meet in 
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BELL CANADA INTERNATIONAL INC. 





GORDON E. INNS 


BRIAN A. TICKLE 


The Board of Directors of Bell Canada International Inc. announces the election of Gordon E. 
Inns as Chairman and Brian A.Tickle as Deputy Chairman and Chief Executive Officer 

Mr. Inns is Executive Vice-President, Planning, of Bell Canada Enterprises Inc. He is à 
member ‘of the boards of directors of Bell Communications Systems Inc., Bell-Northem 
Research, Newfoundland Telephone, Tele-Direct Canada and Canadian Enterprise Devel- 
opment Corporation. Prior to his appointment at BCE in 1983, Mr. Inns held a variety of senior 
management positions during his career with Bell Canada, including Vice-President, Computer 
Communications; Executive Vice-President, Ontario Region; and Executive Vice-President, 
Marketing. 

Mr. Tickle was Vice-President, Personnel, of Bell Canada prior to his appointment as Deputy 
Chairman and Chief Executive Officer of BCI. He joined Bell Canada in 1960 and served ina 
number of senior managerial positions in the marketing and customer services departments in 
Toronto, Ottawa and Montreal. In 1979, he transferred to Bell Canada International and for four 
years served as General Manager of Saudi Telecom, the telecommunications operating arm of 
the Ministry of Post, Telephone and Telegraph located in Riyadh, Saudi Arabia 

Bell Canada International Inc., a wholly-owned subsidiary of BCE, provides tele- 
communications consulting, management and turnkey services around the world. Over the 
past 20 years, the company has successfully completed projects in 60 countries on five 
continents, 


UNIVERSITY OF SOUTHERN CALIFORNIA 
e>] Graduate School of Business Administration 


AUA THE IBEAR MBA PROGRAM 


TWELVE-MONTH MBA PROGRAM FOR 
INTERNATIONAL MANAGERS 


The International Business Education and Research (IBEAR) MBA Program 
is an accredited, highly intensive management development program emphasiz- 
ing international business. Following four weeks of micro-computer and 
business communications preparation, participants complete 16 courses during 
four eleven-week terms. The program includes an individual research project, a 
team consulting project with an American firm, a ten-week computer based 
business strategy simulation, business field trips, and visiting executive 
seminars. The 1985-86 program begins on August 7. 


pM e 


In seven years, the IBEAR MBA Program has served 187 employees ol 166 
firms or government agencies from 23 countries, This year, participants average 
31 years of age and seven years of work experience. Applications are welcome 
from throughout the world. The U.S. Department of Education and the USC 
School of Business are jointly providing four $10,000 scholarships to U.S 
citizens for the 1985-86 program. 


Applicants must have completed an undergraduate degree and two or more 
years of full-time employment. They are normally sponsored by their firm or 
government agency. Admissions are based on the applicant's overall prolile, 
including GMAT and TOEFL (excepting native English speakers) test results 
A maximum of 36 participants are admitted. For more information, please 


contact: The IBEAR MBA Program 


University of Southern California 
Bridge Hall. Room 200 
Los Angeles, CA, USA 90089-1421 
Phone: 213/743-2272 * Telex: 674803 UNIVSOCAL LSA 
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March to decide the membership of | 


Hongkong's basic-law drafting com- 
mittee. The basic law will serve as a 
mini-constitution for the Hongkong 
Special Administrative Region (SAR) 
China is to establish by 1997. 
Speaking to Hongkong University 
students on 3 February, Xu Jiatun, di- 
rector of Xinhua's Hongkong branch, 
reiterated that Hongkong people will 
be consulted on the basic law during 
the drafting process. He said the law 
may become an appendix to Article 31 


- of the Chinese Constitution, which 


stipulates that "the state may establish 
special administrative regions when 
necessary." On the right to interpret 
the basic law, Xu said that should lie 
with the NPC. 

The right to interpret the basic law is 
a very sensitive issue in Hongkong. 
Since the Sino-British agreement 
states that the power of final judgment 
in the SAR shall be vested in the SAR's 
court of final appeal, some argue that 
would include the right to interpret 
and amend the basic law. But Xu said 
the power of final judgment and the 
right to interpret the basic law are two 
different things. 

While Xu may have stated categori- 
cally China's right to interpret the 
basic law, Chinese sources admit that 
“it would be unwise for either Peking 
or Hongkong to have a monopoly on 
the right to interpret or amend the 
basic law,” given the sensitivity of the 
whole issue. Diplomats think it is best 
not to press Peking to take a public 
stand on the issue because by doing so 
China could be forced into taking a 
hard-line posi- 
tion on sovereign- 
ty grounds. The 
dilemma for 
Hongkong is 
whether to force 
the issue and risk 
unpalatable con- 
sequences or 
fudge the issue 
for the time being 
and deal with it 
when the crunch 
comes. 

Chinese sources 
concede that it is 


d D i 120 are yria n ee 
re-election. As expected, the 
x ity of them are from solidly 
addio clots backgrounds or, as 
Teeth Mare lout it, soe heart of the 










e oer principals 12% 
A Gerkin 12% 
Professionals 7% 

Social workers 5% 
Retired citizens 4% 
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tative group of Hongkong eig to id- 
vise on the drafting of the basic law. 
One suggestion is to appoint at least 
some of those of the territory's Legisla- 
tive Council (Legco) members who are 
to be indirectly elected to the body 
from September. At present, all Legco 
members are appointed by the gover- 
nor. The 24 councillors to be indirectly 
elected will at least have some claim to 
representing Hongkong's people. 

If China agrees to appoint some of 
them to the basic-law advisory com- 
mittee, it would go a long way towards 
reassuring Hongkong people 
China respects their representatives. 


he drafting of the basic law was 

also discussed at the British House 
of Commons' third reading of the 
Hongkong Bill on 6 February to give 
Hongkong British Dependent Ter- 
ritories Citizens the new status of Bri- 
tish National (Overseas) (BNO). The 
Foreign Office minister with special 
responsibility for Hongkong, Richard 
Luce, said it was a matter for Peking, 
which had made it “absolutely clear" 
that the views of the Hongkong people 
would be sought on a wide basis. 

Luce also said the British Govern- 
ment would produce and lay before 
parliament annual reports on Hong- 
kong. This was one of the requests 
made by unofficial (non-civil servant) 
members of Hongkong's Executive 
Council and Legco when they went to 
London to lobby MPs at the end of 1984 
to ensure that Britain does not try to 
relinquish responsibility for Hong- 
kong before 1997. 

On the ques- 
tion of whether 
BNO  passports 
will state that the 
holder has the 
right of abode in 
the SAR, Luce 
said it would be 
stated in the 
passport that 
the holder also 
possesses a per- 
manent SAR 
identity card 
with the right of 
abode. Arrange- 
ments would be 
made so that 
BNO passport 
holders can 
travel without 
having to carry SAR identity cards to 
satisfy immigration officers of third 
countries, Luce said. 

On the question of non-Chinese 
Hongkong residents becoming state- 
less after 1997 since they cannot au- 
tomatically become Chinese nationals, 
Luce said “it would not be appropriate 
to grant British nationality indefi- 
nitely and without restriction.” The 
nationality problem of children born 
to non-Chinese SAR residents y 
being urgently examined, he said. 
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Election campaigning: participation 
PAKISTAN 


Contested 
walkover 


Despite Zia's move to exclude 
the opposition, the elections 
could dilute presidential rule 





By Husain Haqqani in Islamabad 
Ithough it lacks the fire of previous 
general elections, the campaign for 

Pakistan's non-party polls is turning 
out to be more interesting than widely 
predicted. Less than three weeks be- 
fore the polls scheduled for 25 and 28 
February, the government clamped 
down on the 11-party opposition al- 
liance, the Movement for Restoration 
of Democracy (MRD). But restrictions 
on campaigning are being relaxed to 
boost participation in the election and 
foil the opposition's boycott plan. 

At the same time President Zia-ul 
Hag is trying to assure people that the 
new assemblies will be powerful, and 
that the constitutional amendments he 
intends to introduce after the elections 
will not institutionalise personal rule. 
There is no indication, however, of when 
martial law will be lifted, partly be- 
cause most of the president's support- 


| ers want to operate under its protec- 


tion during the first stage of power- 
sharing. 

"With the opposition out of the race, 
the government does not have to worry 
about making anybody in particular 
win or lose," observed a former adviser 
of former prime minister Zulfikar Ali 
Bhutto. “Zia’s problem now is to make 
the election process more credible and 
open and then say to the opposition, 
‘Look what an opportunity you lost’.” 
Officials tried hard to do that. Two of 
Zia's four provincial governo.. said 
| publicly that they supported the use of 
loudspeakers at election meetings, 
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banned under original 
guidelines. 

The election commission threatened 
to bar cabinet ministers and members 
of the nominated Majlis-e-Shoora 
(federal council) from running if they 
used “official facilities and influence” 
in their campaigns, though there was 
little evidence of the threats having 
much effect. Zia said himself that his 
original 
tioneering resembled campaign laws 
in Malaysia, but he was prepared to 
allow freer methods of canvassing ac- 
cording to local tradition. There was 
no chance, however, of processions and 
rallies being allowed, keeping the elec- 
tion largely non-political. 

An official “press advice” depriving 
the MRD of press coverage, was 
triggered by their boycott campaign 
announcement. The “advice” re- 
minded the media that the ban on poli- 
tical activity and its reporting had 
been lifted only partially and for pur- 


campaign 





Zia addresses a meeting in Punjab: hints about the future prime minister. 


poses of the election. Newspapers are 
now permitted to report on election ac- 
tivity but not on the opposition's 
boycott campaign. Since the MRD 
lacks the organisation to broadcast its 
message without the press, the media 


control has almost completely shut it | 


out of the political process. 


s during the 19 December referen- 

dum, press coverage, once again, has 
focused on the size of voter turnout, 
with the president saying he would 
consider the polls a success if 40-50% 
of registered voters turned out to cast 
their ballots. 

The absence of political parties and 
the relative discipline they bring to 
elections is obvious from the large 
number of candidates, many of them 
mavericks and single-issue campaign- 
ers. A total of 1,154 candidates are 
competing for 207 national assembly 
seats and some 3,600 candidates have 
registered for 460 seats in four provin- 
cial assemblies. 


30 


plans for restricted elec- | 
| provincial polls three days later. 





Not all candidates are unknown fig- 
ures, however, and almost all banned 
political parties are represented in the 
elections by politicians who have re- 
cently been expelled from party mem- 
bership. Altogether 155 locally impor- 
tant figures who formerly were mem- 
bers of the Pakistan People's Party 
are running for the national assem- 
bly on 25 February, and more left 
the party to compete for election in 


The figure includes two former fed- 


| eral ministers, two senators, five pro- 


vincial ministers, 56 members of the 


national assembly, 30 members of pro- : 
| vincial 
| chief minister, and 59 known members 


assemblies, one provincial 
of the former ruling party. "Every poli- 
tical party has lost members in this 
election," said Zia-ul Islam Ansari, 


| editor of the government owned Mas- 


hriq Daily. "Some of the candidates 
may still be loyal to their former par- 
ties but they didn't want to commit po- 


d 


| litical suicide by staying out and let- 


ting someone else gain influence in 
their areas." 

While uncertainty over the holding 
of elections diminished as the cam- 
paign progressed, questions persist 
over whether the elected parliament 
will have effective powers or not. Zia 


| insists that the assemblies will be 
| "powerful in their respective spheres” 


and says fears that proposed constitu- 
tional amendments will emasculate 


the parliament are unfounded. 


"I will not amend the constitution to 
enhance personal powers," he recently 
told the Review. “The constitutional 
amendments will be made with an eye 
on the future, to build new institu- 
tions." 

Zia did not specify the schedule for 
lifting martial law, implying that even 
if the constitutional amendments do 
not give him extraordinary influence 
as president, he will continue to wield 
enormous power as chief martial-law 
administrator. As an opposition law- 


yer pointed out, “the constitution may 
be even-handed and balanced but with 
martial law Zia keeps overriding pow- 
ers anyway." The president is expected 
to announce the amendments to the 
constitution immediately after the 
elections, possibly giving the new par- 
liament some say in the form they fi- 
nally take. 


part from creating a military- 

dominated national security council 
which will be able to intervene in event 
of national emergency, the amend- 
ments are expected to give the presi- 
dent the right to appoint and dismiss 
the prime minister, dissolve parlia- 
ment and call fresh elections — some- 
thing the president could not do under 
the original constitution. Another 
major change expected is the incorpo- 
ration of an article binding the legisla- 
ture to make all laws in accordance 
with the shariah (Islamic law). At pre- 
sent, this is mentioned in the preamble 


Nulla 








HUSAIN HAOQANI 


to the constitution as a principle of the 
state but not as an enforceable provi- 
sion. 

Legal experts say the alterations in 
the letter of the basic law are not soim- 
portant in themselves as the practice of 
the new system. If the new prime 
minister fails to stand up to the presi- 
dent, and parliament does not assert it- 
self, there is little likelihood of real 
power-sharing. Attention is already 
being given by political analysts to the 
personality of the future prime minis- 
ter who, Zia has hinted, will be from a 
province other than. Punjab. Leading 
contenders for the post at present are 
Local Bodies Minister Taj Muhammad 
Jamali from Baluchistan and Indus- 
tries Minister Elahi Buksh Soomro 
from Sindh. Another possibility is 
former railways minister Muhammad 
Khan Junejo, who is also a Sindhi. All 
three are assured of a seat in the next 
assembly as they were nominated un- 
opposed from their respective con- 
stituencies. R) 
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@ WHEN all the dust has settled, the 
REVIEW will duly keep its readers in- 
formed on the results of the police 
measures — described in the public 
prints as a “crackdown” — on the 
brothels; massage parlours, peep 
shows, panty-less coffee shops and 
other nefarious establishments in 
Japan's cities (page 47). None of the 
many newspaper reports I have read 
about the crackdown say so, but I 
suspect that what Japan is doing is 
returning to its Confucian traditions. 

The various sex establishments, 
prospering under such transparent 
camouflage as Turkish (more re- 
cently *special") baths and massage 
parlours, hotels and dating clubs, 
have spread throughout the various 
cities and affronted the sense of de- 
cency of residents in their neighbour- 
hoods. In the old days, such activities 
were confined to certain areas; as in 
China, every large village, town or 
city boasted its "flower and willow" 
district which evervone knew about 
but which respectable citizens could 
conveniently ignore. (The best know 
of several in old Tokyo, or Edo, was 
Yoshiwara.) 

In English, the practice is called 

"brushing the dirt under the carpet." 
So I'm betting that, once the police 
have implemented the reforms, 
housewives and respectable salary- 
men will not have to avert their eyes 
from suggestive neon signs as they do 
the family shopping or walk the dog, 
and the more puritanical tourists 
need not be affronted by sex shops 
and advertisements for special mas- 
sages. Meanwhile, within its desig- 
nated boundaries, the flowers on the 
willows will bloom again. 
è AT the same time, the crackdown 
continues, resulting in the following 
headline in a recent edition of the 
Japan Times: 


Kinki Sex Industry Fined 
Y1.34 Bil. for Tax Evasion 


Kinki, as we have already had 
cause to explain in this column, is an 
area of Japan's Honshu island com- 
prising seven prefectures and includ- 
ing the cities of Osaka, Kyoto, Nara 
and Kobe. The headline, spotted by 
Alan Murphy, was probably not un- 
deliberate, for the presence of a sub- 
editor with a sense of humour was re- 
vealed by another headline in the 
same newspaper a few days later: 









Fishing Talks in Moscow 


Flounder Over New Snags 





In the innumerable articles on the 
sex crackdown the inevitable mis- 
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While display of public hair 
is still banned, late night televi- 
sión shows soft porn films, 
girlie magazines are sold from 
street vending machines 


€ JAPANESE banks work hard to at- 
tract customers — and their deposits 
— though they have not yet gone to 
the lengths of American banks which 
offer those who open new accounts a 
choice of goodies such as food mixers 
and electric toasters. Banks in Japan 
instead present new clients with 
boxes of matches, small handtowels 
and packets of tissue paper. However, 
the form Application for Transfer, 
supplied by one of Japan's largest 
banks, indicates that perhaps it has 
spotted a gap in the market created 
by the crackdown on the sex indus- 
try, and is offering an extra service to 
its clients: 
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e ONE of the main ingredients of the 
Japanese success story — despite its 
many critics and obvious shortcom- 
ings is the educational system which 
starts children off on a competitive 
race to get into the best kindergartens 
as mere toddlers and, thereafter, 
takes them through a series of 
“examination hells” to enter the most 
desirable primary schools, junior 
schools, high schools and univer- 
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Japanese are burdened with one of 


the world's most difficult languages, 
they have the lowest illiteracy rate 1p 


! (Those who can't read and write are 


. child's 





B 





the handicapped and incapable of 
learning.) 

Our Tokyo bureau chief, Charles 
Smith, sends me one of the many 
"educational aids" designed to goad 
a child along the road of learning, 
Marketed by a small Japanese com- 
pany, it is. a  "sleep-stopping 
machine" worn by a school child en- 
gaged in his nightly hours doing 
homework. It consists of a headband 
and a bleeper so that when the 
head nods forward, the 
bleeper wakes him up 

The kanji characters on the head- 
band are pronounced "hissho" and 
mean, "Win at all costs." Headbands 
with these characters on them were 
popular during World War L 
e THE Tokyo correspondent for the 
Finnish daily Helsimgin Sanomat, Ju- 
hani Lompolo, sends me the package 
of a set of stereo headphones. It reads: 


HOW TO USE 

Our superlight micro stereo “INNER- 
PHONE" kpees you hairfree without 
headband by putting it into the earholes 
as deep as possible in order to improve 
better bass without pressing by head- 
bands and to eliminate external noise 
without any fatigue, you can entertain the 
music as much longer as you like . . . 

While you wear on, please keep it as 
closer to the earholes as possible for 
further comfort and exiting stereo 
realism. 

CAUTION 

Before wearing on, please make sure to 
minimise volume controls of stereo 
players for extra audible porfection of 
your ears. 

Please handle our Innerphones with 
care bacause these are manufactured with 
the most precisely acoustical design for 


, excellent transient response. 


Please do not use while vou are driving 


| for the safety. 


Just the thing for exiting, extra au- 
dible, hairfree porfection 
e SOME weeks ago I reported on à 
new restaurant in Yokohama which 
advertised "Sickless Rice." Another 


reader, John Harding, supplies 
another photograph of what I pre- 
sume is the same establishment 


which claims not only that the food is 
digestible but that its chef enjovs 


| good health: 














35 






uf 


= 


By Rodney Tasker in Colombo 


ith a minority Tamil guerilla 
campaign in the north and east 
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some even fear the country may be 
moving towards a civil war, Sri Lanka 
is experiencing one of its darkest hours 
since independence in 1948. The sense 
among both Sinhalese and Tamil com- 
that they are somehow 


— based on ignorance as well as fact — 


—has now reached the level of full- 


fledged paranoia. And now that the 
last glimmer of hope for a political sol- 
ution seems to have been snuffed out, 
the island nation — touted to tourists 
as paradise — seems set for a protract- 
ed, increasingly bitter era of violence. 

With militant groups of young 
Tamils pressing their violent campaign 
to set up a separate, independent state 
of Tamil Eelam in the northern and 
eastern provinces which constitute 
one-third of the country, and with a 
totally disillusioned Tamil United Lib- 
eration Front (TULF) — the Tamils' 
only moderate political bridge to the 
country's Sinhalese leadership — now 
more prepared to throw in their lot 
with the guerillas, the Sinhalese com- 
munity's latent gut-sentiments of en- 
suring the survival of its culture, reli- 
gion, language and, indeed, race, have 
been aroused as rarely before. 

Among the Sri Lankan Tamil com- 
munity — which comprises 12.6% of 
the 15 million population, compared 
with the 5.6% of "Indian Tamils” 
whose forefathers were brought to the 
island by the British colonial govern- 
ment in the 19th century to work on the 
tea plantations — there are similar 
counter-fears. Feelings that thev are 
oppressed second-class citizens, con- 
stantly endangered by a racist 
Sinhalese majority holding the reins of 
power, are being inflamed by an un- 
disciplined, frightened Sri Lankan 
army's retaliation rampages in what 
the Tamils consider their traditional 
homelands. 

The tragedy is that such paranoia 
among both communities has little 
basis either in historic or current 
realities. On a racial basis, both com- 
munities originally arrived from India. 
The Sinhalese believe they were first. 
They are an Aryan group — unlike the 
darker-skinned Tamils who are Dravi- 
dians — who travelled all the way from 
what is now northern India. 

Mythology tells the young Sinhalese 
that he is almost one of a “chosen 
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race," because Lord Buddha is said to 
have made three visits to the island 
(from India) and the Theravada form of 
Buddhism practised among this com- 
munity is the purest form in the world. 
It is also instilled into the Sinhalese 
conscience that his are the only people 
speaking Sinhala — a language with 
deep Sanskrit origins — and that if 
they were driven from Sri Lanka there 
would be no other brotherly communi- 
ty to turn to; again unlike the Tamils, 
who have 50 million fellow Dravidians 
across the narrow Palk Strait in south- 
ern India. 

Some Sinhalese circles draw paral- 
lels between their community's situa- 
tion and those of the majority Greek 


THE TWO 
‘MINORITIES’ 
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Bl] Sinhalese Buddhists 
C] Tamil Hindus 


E Sinhalese Buddhists 
and Tamil Hindus 
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_ As Jayewardene drops political initiative, the battle lines are drawn: 


Brink of civil war... 


Cypriots facing a hostile Turkish 
minority on their island, with the mass 
of Turkey posed only miles away, or 
that of the majority Northern Irish 
Protestants confronting the minority 
Catholics with the bulk of Catholic 
Eire just across the border. The differ- 
ence, of course, is that while at least the 
Greek Cypriots can turn to Greece and 
the Protestant Irish to Britain for sup- 
port, the Sinhalese have no “mother 
country” to lend them comfort. 

In short, there is a popular feeling 
among the Sinhalese that though they 
are in the majority on their island, they 
are in fact a minority in the greater 
Tamil community stretching across 
India's Tamil Nadu state. As one senior 


€ 
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Sinhalese victims at Dollar Farm: 


diplomat in Colombo commented: 
“There are three minorities in this 
country: the Tamils, the Muslims 
[about 7% of the population] and the 
Sinhalese.” 


overestimate communal sympathy 

for the Sri Lankan Tamils in Tamil 
Nadu. True, the Indian state has 
opened its doors to 50,000 Tamil re- 
fugees from Sri Lanka since the anti- 
Tamil riots in July 1983, which claimed 
more than 400 lives, and Colombo 
claims — with a great deal of justifica- 
tion — that guerilla groups undergo 
military training and organise logisti- 
cal support from there. But this corres- 
pondent found a widespread feeling in 
the Tamil Nadu capital of Madras that 
Sri Lanka’s Tamils were viewed more 


I: reality, the Sinhalese probably 
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as a separate people than as brothers. 

And even in Sri Lanka, Tamils are 
not one single entity, with those from 
the northern Jaffna peninsula tending 
to think of themselves as superior by a 
caste system in which the landowning 
Vellala caste look down on other 
Tamils, and in which the nearly 1 mil- 
lion Tamils of recent Indian origin are 
at the bottom of the heap. 

Yet the feeling persists that since the 
Sinhalese arrived on the island 2,500 
years ago, and adopted Buddhism as 
their religion, they have been sub- 
jected to a succession of invasions by 
Tamil kings from southern India, forc- 
ing the community to move its capitals 
progressively southwards from 
Anuradhapura to Polonnaruwa, to 
Kandy and now Colombo on the south- 
western coast. Historically, communal 
differences have not been as clear-cut 
as contemporary Sinhalese would like 
to believe. 

Ancient battles between Sinhalese 
and Tamil kings are all very well for 
story books, but they were probably 





motivated more by feudal and territo- 
rial:considerations than race and reli- 
gion. In fact, the last three kings of the 
Sinhalese people before the British 
overthrew the monarchy were im- 
ported from southern India. 

In more recent times, the Sinhalese 
were jealous of what they perceived to 
be the Tamils’ pampered existence 
under the British. It was the British 
who in 1833 set up the country’s first 
all-island administration, unlike the 
Dutch and Portuguese colonisers be- 
fore them who conquered only western 
and southern areas and basically left 
the two communities to administer 
themselves. The British undoubtedly 
favoured the: hard-working Tamils 
educationally,.a factor bolstered by 
European missionaries. setting up 
schools mainly in predominantly 
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Tamil areas, and under Britain Tamils 
were able to dominate the civil service 
and other professions. 


But what is often forgotten is that | 


the Jaffna peninsula and other north- 
ern and eastern areas where Tamils 
predominate are far less fertile than 
central and southern regions, and 
many Tamils are therefore obliged to 
look to commerce and the professions 
for employment rather than tilling the 
soil. 


out Britain as an independent po- 

litical and social umpire, the 
Sinhalese have reverted more and 
more to their grassroot aspirations and 
to rectifying a situation which many 
saw as privileged treatment of a mino- 
rity settler community. Apart from the 
Citizenship Act shortly after indepen- 
dence, which effectively made most of 
the Indian Tamil plantation workers a 
stateless community, the Sinhalese- 
Only Act passed by the government of 


& ince independence in 1948, with- 


the late prime minister Solomon Ban- | 


daranaike in 1956 made Sinhala the 
official- language, leaving the Tamil 


language to become recognised only 20 | 


years later as a national language. And 
in the early 1970s a "standardisation" 
system was introduced which meant 
that Tamil students had to gain higher 
marks than their Sinhalese counter- 
parts to qualify for admission to uni- 
versity. 

All the while, ruling Sinhalese 
politicians, as well as the Buddhist 
clergy, have pandered to the communi- 


ty's more basic fears — particularly in | 
times of crisis, like today. In a speech to | 


parliament last November, National 
Security Minister Lalith Athulath- 


mudali, referring to the Tamil sep- | 


aratist campaign, declared: 
is at stake is our independence, the 
unity of our country, the democratic 
way of life We [presumably the 
Sinhalese] are faced by an enemy who 
does not want to talk to us, an enemy 
who wants to kill all of us." 

Another Sinhalese leader regarded 
as something of an extremist de- 
magogue among his community is 
Cyril Mathew who, though a longtime 
associate of President Junius Jayewar- 
dene, was sacked as industries minis- 
ter by the president in December after 
he attacked the president's proposal to 
offer a degree of autonomy to the 
Tamils by forming a provincial council 
and a second legislative chamber. 

In a speech to parliament on 9 
January explaining his criticism of the 
proposal, Mathew kindled chauvinis- 
tic sentiments among the Sinhalese in 
emotional style: “If these demands |a 
separate Tamil state] are granted, 
what will happen to the majority 
Sinhalese community which is 74% of 


the entire population of the coun-. 


"What | 


| 
| 
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Athulathmudali; Dissanayake: pleage. 


Honouring a 
hero-king 


he two powerful Sinhalese minis- 

ters placed garlands on the statue of 
the legendary king Dutugemunu, at 
the centre of the ancient Sinhalese 
capital of Anuradhapura, and swore a 
Buddhist oath pledging to save Sri 
Lanka and its people from terrorism. 
The event, on 13 January, was given 
only brief coverage in Colombo news- 
papers, but its symbolic significance 
was not lost on observers. 

From the majority Sinhalese view- 
point, the ceremony conducted by the 
two ministers in many ways said it all. 
The two were National Security 
Minister Lalith Athulathmudali, and 
Gamini Dissanayake, minister of 
Lands and Land Development. Both 
are regarded as Sinhalese extremists 
in the cabinet. 

Dutugemunu, the king whose statue 
they garlanded, was the Sinhalese 
leader who, according more to myth 
than history, valiantly led his forces 
north to Anuradhapura nearly 2,000 
years ago and slew the Tamil king 
Elara to regain from the “invaders” 
the Sinhalese rightful homelands. 

The Ven. Pallegama Gnararatana, 
the senior Buddhist monk who pre- 
sided over the ceremony in what the 
Sinhalese now widely regard as their 
northernmost bastion against the 
Tamil hordes, pointedly drew the anal- 
ogy: he said Athulathmudali was born 
in the southern district of Ruhuna, 
where Dutugemunu was also born, 
and Dissanayake was from the central 
town of Kotmale, where the great king 
lived for some time — and it was the 
king who protected the (Sinhalese) 
country and its (Buddhist) religion. 

Such emotions are constantly fed to 
a receptive Sinhalese community by 
politicians and the powerful Buddhist 
sangha (clergy) these days. 

— RODNEY TASKER 
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» y drawing attention to the com- 

, munal strife in such terms, these 
‘politicians —- all members of 
ewardene's ruling United National 
rty — also divert people's atten- 
n from other bread-and-butter is- 
es, such as the spiralling cost of liv- 


More basic sentiments àmong the 
nhalese are also being fed by the Co- 
nbo press, which is almost entirely 
>» hands of Sinhalese owners. A 30 
ary editorial in the Sun news- 
adopting. a blatantly racial 
claimed that the Sinhalese had 
magnanimous in allowing "the 
ten. foe" (Tamil invaders in the 
to remain on the island as equal 
ns. 
the same time, Buddhism is cur- 
atly undergoing something of a revi- 
among the Sinhalese. This is par tly 
ise, like Islam for Malays in 
laysia, the religion highlights the 
om Vunity’s sanctity. But, as one 
nhalese former civil servant pointed 
ut: ^In times of trouble, we have al- 
rays believed that our: Buddhist doc- 
ne will bring us peace.’ 
For the Sri Lankan Tamils, the con- 
of a separate, independent state 
prising northern and eastern pro- 
wes — where they outnumber the 
inhalese by more than four to one, 
ccording. toa 1981 census is 
pidly gaining appeal. The TULF won 
parliamentary seats in the last gen- 
eral election in 1977, including all 14 
seats in Jaffna peninsula, on a plat- 
form. which called: for secular, 
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dm ondenedt- : “rushed 
Bench. in. late 1983 after the com- 
“munal riots ef fectively forced them out 
of parliament. o amendment pee 


‘guerilla 
‘Tamils who have become. frustrated 
with the failure of the TULF to secure 





the bettors line for a community which 
has come to believe that the country's 
Sinhalese leadership has no sincere in- 
tention of giving it any real form of 
local autonomy. 

. The situation has passed the initia- 
tive to the five Tamil guerilla groups 
which have stepped up their violent 
campaign over the past six months, at- 


niya and Mullaitivu areas, and as fàr 


down the east coast as Batticaloa. The d 
campaign has prompted bloody repri- « 
sals, often against civilians, by : a badly + 
Sinhalese 
army which, until recently, was more: 
The | 
death toll in the past six months is 
nudging 1,000. The widespread feeling | 


prepared, predominantly 


ceremonial than operational. 


among Tamils that they are an Oppress- 
ed, persecuted race has therefore be- 


Driving the 






By Rodney Tasker in Madras 


ation Front (TULF), and the young 
Tamil guerilla groups find themselves 
almost in the same boat these days. 

While the five main guerilla groups — 
with an estimated armed strength of at 
least 2,000 men — have always horne 
the brunt of the government's drive to 
stamp out an increasingly popular 
movement among the Sri Lankan 
Tamil community to form their own 
separate state in the country's north- 
ern and eastern provinces, the TULF 
has found itself set adrift by President 
Junius Jayewardene's announcement 
on 21 January that he will now refuse 
to talk to any party advocating a sepa- 
rate Tamil state. ; 

The leadership of the TULF — on 
paper the country's main opposition 
party — feels it has nowhere to live but 
Madras, the capital of southern India's 
Tamil Nadu state, now that it cannot 
talk to Jayewardene. = 

So now the TULF: should logically 
become more aligned with the Tamil 


guerilla leadership .— a force which 


has the same declared aim as the TULF 


 — a separate Tamil Eelam state — but 


has taken up arms to achieve it. The 
groups represent young 


concessions from the Colombo g govern- 


ment through peaceful negotiations: 


in intervi i ith TU LF leader Ap- 





T moderate Tamil leadership, rép- 
resented by the Tamil United Liber- - 
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armed Sinhalese com 


n give Ip | ledge 
with the almost daily bloodshed in the 
areas where most of them live. There is 
a general feeling among Tamils who, 
quoting the downgrading of their lan- 
guage, and educational and employ- 
ment opportunities since 1948, feel 
that the Sinhalese leadership racially 
discriminates against them. Another 


major grievance is what they call col- 
tacking military and police targets not f 
only in the besieged Jaffna peninsula, 
but to the south in the Mannar, Vavu-- 


onialism — the settlement of Sinhalese 
in predominantly Tamil areas to dilute 


_the ethnic makeup which, for instance, 
the Tamils claim has built up the 


Sinhalese population in predomin- 
antly Tamil Trincomalee from a 
small minority in 1948 to roughly 30% 
parity with Tamils there now, with 


Muslims making up the rest. The set- 


tlement poliey is compared to Jewish 


- settlement of the occupied West Bank. 


In a speech on 20 January, Jayewar- 
dene said the government would not 


accept that certain parts of the island 





this praa arr found "there. had 
been more contact between the two 
forces since the breakdown of the All- 
Party Conference in Colombo. “We 
will certainly try to avoid any conflict 
between the militants and those who 
believe in peaceful resistance or 
Gandhism;" said Amirthalingam. “We 
don’t think. they are terrorists —: we 
have never “yee they are ter- 
rorists.. . . the TULF states that the 

Tamils can't co-exist with | the 
Sinhalese.” 

On his part, Selanne said: “We 
met the TULF leaders recently. We im- 
pressed on them that the time has come 
for them to take a clear-eut position on 
the Tamil issue. They have not specifi- 
cally stated what they want. We have 
to put pressure on them to openly de- 
clare that negotiations will never work 
and that they ‘should ‘earry out the 
mandate given them by our people to 
work for an independent state.” 

Whether or not the two forces forge a 
working relationship, both are agreed 
that the government's: plans to settle 
unities in the 
Northern Province risks the danger of 
civil war. “That will be: the most 













dangerous policy; which: will lead to 
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 tlement along the lines of the island's 
overall ethnic proportions. He was re- 
ferring to a new programme under 
which it is planned to settle 30,000 
Sinhalese from the south in the Wanni 
“dry zone” area of Northern Province, 
stretching from Mannar to Mullaitivu 
this year. Each family would be given a 
half-acre of land and money to build a 
house — plus 25 machine guns and 200 
rifles per settlement to protect them- 
selves, presumably against Tamil 
guerillas. It was à 

similar settlement £ 
scheme in the 
Dollar and Kent 
farms, in the Mul- 
laitivu district, 
which provoked a 
Tamil guerilla 
raid in November 
in which an offi- 
cially estimated 72 
Sinhalese ex-con- 
victs were mas- 
sacred. 


ike 


sei es 
iving t 
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resisted to the last 
Tamil." 
Balasingham, 
commenting on the 
government's re- 
settlement plan, 
said: "I feel the 
government of Sri 
Lanka is generat- 
ing conditions for 
a civil war. They 
are mobilising the 
population for a civil war. What I fear 
is that racist, chauvinist elements in the 
government as well as the Buddhist 
clergy are taking up a very intransi- 
gent stand, and they are embarking on 
a very dangerous path." 
Amirthalingam said he had warned 
the government shortly before the 
massacre of Sinhalese ex-convicts by 
Tamil guerillas at the Dollar and Kent 
farms near Mullaitivu, in Northern 
Province, that the settlement policy 
was a provocative act. He claimed In- 
dian Tamil families who had lived on 
the farms for six years had been forci- 
bly removed by troops to make way for 
the Sinhalese settlers in mid-1984. 
“The militants did the only thing they 
thought was necessary. These settle- 
ments ... provoked retaliation.” 


n the possibility of further negotia- 
tions with the government to seek 
a political solution to the Tamil prob- 


lem, Amirthalingam was pessimistic. | 


“We have come to a parting of the 
ways,” he said. And hinting at an esca- 
lation of violence, he added: “We have 
no alternative but to continue our 
struggle to liberate our people from 
this oppression.” 

But whereas Amirthalingam saw his 
partys role. as one of lobbying 
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ly 
based on false concepts. According to 
the Colombo-based Society for Ethnic 
Amity, in 1981 Sri Lankan Tamils had 
a literacy rate of 86.5%, compared 
with 88.3% among Sinhalese; in the 
professions, Tamils accounted for 


about 35% of all doctors, engineers, 
accountants, dentists and pharma- 
cists; unemployment among Tamils 
was 8.8% compared with 14.7% for 
Sinhalese. On top of this, three cabinet 
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"friendly foreign governments," given 
the perceived fact that the TULF 
would be “immobilised” if they re- 
turned to Colombo, the militant groups 
already sniff victory in their armed 
struggle to drive the Sri Lankan army 
from their “homeland.” 
guerilla groups have yet to agree on a 
concerted mode of operation — the Ti- 
gers and another major group, the 
Tamil Eelam Liberation Organisation, 
are waging an increasingly effective 
guerilla war in the northern and east- 
ern provinces, while the People's Lib- 
eration Organisation of Tamil Eelam 
(PLOT) claims that such tactics bring 
innocent Tamil civilians into the cross- 
fire, and prefers to wait until it can 
launch a full-scale conventional war 
against the Colombo armed forces. 
According to both Balasingham and 
PLOT spokesman Raja Nithiyan, there 
are moves afoot to form a joint military 
command comprising leaders from all 
the guerilla groups. But this seems an 
unlikely prospect in the near future, 
given the squabbles among the groups 
on both methods and ideology. All the 
groups claim they are either socialist 
or Marxist or both. This is fine for at- 
tracting support from like-minded lib- 
eration forces worldwide, but the 
crunch will come if the guerillas suc- 
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general. An esti 0% of 
ous Tamils live in predominantly 
Sinhalese areas, such as Colombo, 
where they comprise a substantial por- 
tion of the middle class. 

But because of the governments 
harsh crackdown in areas where the 
Tamil guerillas operate, the Tamils are 


indeed suffering. 
| bv a security zone which 
means dusk-to-dawn curfew, and 
movement is severely restricted be- 
cause residents are required to apply to 
the authorities for special permits to 
use their vehicles and even to ride bicy- 
cles. Exit permits to leave the penin- 
sula are also required. A 100-m deep 
arc of coastal land covering the entire 
northern coastline, from Mannar on 
the west coast, round the Jaffna penin- 
sula to the east-coast town of Mul- 
laitivu, has been declared a prohibited 
zone in which anyone caught by the 
security forces is assumed to be a 


n Jaffna, most of the peninsula is 





ceed in battling their way to a separate 
Tamil state. Balasingham told the 
REVIEW that such a state would be a 
"democratic people's state," in which 
there would be elections after the 
Tamil caste system had been disman- 
tled, with several parties vying for 
power. Nithiyan, however, envisaged a 
one-party state, even though this 
would be labelled a people's democ- 
racy. 

Both groups said they would en- 
courage "revolutionary movements" 
among Sri Lanka's Sinhalese commu- 
nity. And both said the Tamil-speak- 
ing Muslims, who comprise about 7% 
of the country's population, would be 
invited to join their state, or be granted 
a form of federal autonomy. (Sri 
Lanka's Muslims, officially called 
Moors because most of them have Mid- 
dle East ancestry, live mostly in the 
eastern and northern provinces, but 
are known to harbour fears about the 
aggressive policies of both the 
Sinhalese and Tamil communities.) 

india, which has expressed opposi- 
tion to any break-away Tamil state in 
Sri Lanka, is looked on by the Tamil 
militants as something of a guardian 
angel. If the militants succeed in estab- 
lishing a separate state, New Dethi 
would find itself in a very difficult po- 
sition. While the guerillas are confi- 
dent that the Indian Government 
would recognise their right to self-de- 
termination, it is doubtful whether 
Prime Minister Rajiv Gandhi's govern- 
ment would give its blessing to one 
more territorial division in South Asia, 
given the problems it has closer to 
home with Pakistan and Bangladesh. 
And a separate Tamil state in Sri 
Lanka would find it hard going with- 
out the support of Mother India. 


| | 
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The moves have deprived 49,00 






































































from fish, the main sources of protein 
for Sri Lankans, food is in critically 
short supply in Jaffna, according to the 
Jaffna Citizens' Committee. With fac- 
tories grinding to a halt and commer- 
life paralysed, some residents are 
ing their jewellery to try to make 
nds meet. Five bridges on the penin- 
were blown up in January — by 
las; aecording to the govern- 
but by the army according to 
residents — leaving only one 
uarded road as access to the 


I government wants to isolate 
Jaffna and economically crip- 
= [M ple it until the people here are 
duced to going on their bended knees 
id agreeing to help them,” citizens’ 
mmittee secretary R. Balasubrami- 
: commented. The Saturday 
; , a gutsv J affna newspaper, 
k a different view in'a comment on 
security regulations: "What is the 
wardene government trving to 
eve drive all the 
ople into the arms of the militants? 
The agonising spiral of violence and 
ar, born of deep suspicion, frustra- 
d misconception, has set the two 
munities further and further 
. Although there has yet to be any 
lent Sinhalese civilian backlash in 
esouth, as there was in July 1983, the 
nsequences for regaining any 
nblance of unity in Sri Lanka are 
re indeed. Apart from acute neigh- 
urly concern in New Delhi, which is 
gly against any dissection of the 
n into two states but which Col- 
abo accuses of harbouring guerilla 
mps in Tamil Nadu, the situation 
ome friendly Western coun- 





* 


à The United States, Japan, Britain, 
nada and West Germany are among 
. aid donors whose generosity 
rompted Finance Minister Ronnie de 
to comment recently that on a per 
jita basis Sri Lanka received more 
l than any country in the world. 
yw, the pressure is on de Mel to con- 
vince these countries that they should 
ntinue their aid levels despite 
man-rights abuses in the country 
nd the fact that little if anv of 
h aid is channelled ‘to the Tamil 





As one. ie diplomat from: a denor coun- 
commented: “It would increase the 
of confidence in Colombo if the 
government: had requested aid for the 
north. We would like to know where 
this government is going.” "For the mo- 
ment, few observers in or out of the 
government seem to know just what 
the Jayewardene administration has in 
mind to regain the lost paradise. 
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By Rodney Tasker in Kandy 
ome compare him with Iran's: 
Ayatollah Khomeini, and though 
that is surely an exaggeration, there is 


no doubting the influence over ex- 
treme Buddhists of the mahanayake ot 


head of the Asgirya order, the Ven. 
Palipane Chandananda. 

He is the more- outspoken of Sri 
Lanka's two most senior: 


of the Malwatte order. 
Chandananda led, the maha sangha 
(senior Buddhist clergy) delegation to 


the abortive All-Party Conference in | 
Colombo, called: bv President. Junius | 


Jayewardene as a round-table meeting 
to tr v to reach a consensus on à politi- 


cal solution to the minority "Tamil | 


Ed His se delegatioh b with 


freee. 
draft eee Ur up by 
dene offering the Tamils a ve 
degree of local autonomy. ^ 
Although Chandananda .— aaike 


Khomeini — has no direct ‘political | 
an he is very eee in. snp : 





Buddhist. | 
monks — the other is the mahanayake | 
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Bad n w aned to breach a politi 
cal settlement, Jayewardene would ig- 
nore Chandananda's view at his peril. 

In a rare interview in his humble 
in Kandy, Chandananda 
explained his view of the historic 


reasons why the Tamils were asking 


for something he believed impossible 
in calling for a separate state. He also 


i claimed that the minority community 
. was much better off in Sri Lanka than 
lit appeared to outsiders. 


Describing the role of the Buddhist 
clergy in Sri Lanka, he said: “Itis the 
duty of the maha sangha to help the 


jn people in a sifuation like this by mak- 


ing suggestions to the government . 
many people are now going to the 


monks throughout the country and are 


sking them. to bring peace. They are 






What sor: advice was the deny 


ernment at this time? 






“What we are suggesting | is that be- 

cause some of the miriorities have lived 
here for hundreds of years, they should 
| be ae r easonable ri LN according to 
u tion. but we an 









By Mervyn de Silva in Colombo 


n his Independence Day message on 

4 February President Junius Jaye- 
wardene promised to eradicate "the 
terrorist menace" so that all communi- 
ties could live in peace and equality. 
“We have always stood for discussion 
and dialogue on the ethnic or any other 
issue, but the terrorists do not want 
dialogue or peace," he said. 

The day before, Ceylon Workers 
Congress president S. Thondaman — a 
member of the Jayewardene cabinet — 
appealed to the government not to 
"seek to impose its will through a harsh 
military operation," but to return' to 
the path of dialogue and sanity. 

Both Jayewardene and Thondaman 
are caught in the cross-fire of com- 
munal passions and conflicting al- 


 legiances. Both the 78-year-old. presi- 
dent and the 77-year-old trade union- 


ist belong to a pre-independence poli- 

tical generation and a vanishing era. 
The ferocious battle over a separate 

Tamil state has generated such intense 


emotion that it is threatening to split 


not merely the political leadership but 
even the once fairly homogeneous, 





. Westernised elite, both Sinhalese and 
Tamil. It was the 
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Today, few Sri Lankans are brave 
enough to raise their voices over the 
ever-widening communal divide. Re- 
cently two such voices were heard. '' 

The first was that of K. Sivathamby, 
professor of Tamil studies at the Uni- 
versity of Jaffna. Crossing the com- 
munal divide physically, Sivathamby 
travelled to Colombo as the leader öf a 
delegation representing 18 northern 
citizens’ committees. — ^ 

With the virtual collapse of the civil 
administration in the north, the com- 
mittees, consisting mainly of English- 
educated professionals, can speak to 
the military authorities in à common 
language. “We are the only spokesmen 
left for the more than halfa million'or- 
dinary citizens in the peninsula," Says 
Sivathamby, adding quickly that they 
only speak about day- o-day griev- 
ances. Clearly the ti tees do not 
wish to usurp their role and thus incur 
the displeasure of the Tamil United 
Liberation Front, mos ENA 
ers are in Madtas, nor inv 
of “the boya” 
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feels now is that the Jaffna youth do 
not want to form a separate state with 
a democratic government, but actually 
a communist government with the as- 
sistance of Tamil Nadu." Claiming that 
overseas Tamils, apart from the 50 mil- 
lion in India's southern state of Tamil 
Nadu, were financing the guerillas, 
Chandananda said: "More than 10 mil- 
lion Tamils are scattered all over the 
world. They want their own govern- 
ment in the northern and eastern pro- 
vinces. This is ideal, because it in- 
cludes Trincomalee harbour. That's 
why they are financing the terrorists.” 

(Most political observers believe 
that while overseas Tamil communi- 
ties are supporting the guerillas finan- 
cially, it is generally more out of a de- 
sire to protect their home community 
that out of any political ambition for a 
separate state — and certainly not a 
leftwing one.) 


ee added: “What the make sangha f 
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are the original Todes. The minorities 
came later. Now they are demanding 
all the facilities and rights that are en- 
joyed by the Sinhalese. The reason for 
the problem lies in the foreign admin- 
istrations — the Portuguese, 
and British. 


"The foreigners who came here gave | 


all the facilities to the minority child- 
ren to study English, and responsible 


positions in the government, and so | 


forth. They opened up various mission- 
ary schools in the minority districts 
— the best schools are in the north and 
east... universities [such as] those in 
Jaffna and Batticaloa should be open 
for everyone, But actually they are 


only for Tamils, even though they are 
maintained by public funds." 
Chandananda continued: “The 


TULF, with all these facilities, are ask- 
ing for a separate state — this is very 
unreasonable. As long as the army is 


Chandananda (top); Kumarate " Kumaratunge; ; young Buddhist mc monks: peace 


The delegation presented a grim pic- 
ture of a local economy — fishing and 
minor agricultural crops — in ruins, 
banks that hardly operate, a scarcity of 
cash, food and fuel in short supply, 
transport paralysed, and terrified par- 
ents of teenage children who can be 
rounded up at any time. Jayewardene 
and his ministers, Sivathamby said, 
gave them a patient hearing and prom- 
ised to ease hardships wherever possi- 
ble. 

"But we also came to speak to the 
Sinhalese people," he said. "We came 
to warn them that we are the last Tamil 
voice you may hear that speaks for the 
generation which believes in a country 
that belongs to all of us." 

The separatist insurgency is a gener- 
ational revolt. In the traditional 
Hindu-Tamil home, parental authority 
is exceptionally strong. "Why cannot 
the educated Tamil elders," many a 
Sinhalese and more persistently the 
government asks, “wean their youth 
away from violence?" 
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“It is a fair question," admits 
Sivathamby. "The truth is that we 
guaranteed them a certain security if 
they took our advice. Study hard, pass 
vour exams, apply for this job, marry 
this girl. Now we cannot even ensure 
their physical security. They have re- 


| jected our politics, and may be our so- 
| cial system too." 





he other voice which has been heard 


VUITHA Y APA 


i| the governm a separate state. They want to 
have their own armed forces and ad- 
ministration . . . asking for a separate 
state is no solution. We should have à 


| united Sri Lanka.” 


Dutch | 








| ernment's stalled policy. 


uring the interview, Chandananda 
produced a map drawn up by thegov- 
ernment's archaeological department, 


| with scores òf dots in the northern and 


eastern provinces representing sites of 
relics of ancient Buddhist shrines — to 
show that Sinhalese Buddhists were 
first to arrive in these areas now predo- 
minantly inhabited by Tamils. “[The 
Tamils] give the wrong impression to 
the world,” he said. “They are saying 
they have lived there for 1,000 years. 
But they are complete outsiders from 
India who have been temporarily liv- 
ing here.” 

The chief monk's words echoed the 
widespread belief among the Sinhalese 
that they are the original inhabitants, 
and that those who arrived afterwards 
should feel grateful for being allowed 
to stay. The government-produced 
map is widely accepted as accurate by 
most Sinhalese, but rejected by the 
Tamils who deny they settled in Sn 


Lanka later than the Sinhalese. Both 
versions are based more on popu- 
lar myths than actual hard eyi- 
dence o 


murderous designs on top national fig- 
ures, including his mother-in-law. 
“The Naxalite Plot,” as it was called, 
appealed to his theatrical taste, he said 
jokingly after his release. 

But Kumaratunge, for all his drama- 
tics, is a serious politician prepared to 
offer an alternative to the gov- 
In a news- 
paper article, which got him into trou- 
ble with his own colleagues, he com- 


, mitted himself to the regional councils 


|, Solomon 


across the ethnic divide is that of | 


Vijay Kumaratunge, general secretary 
of the newly formed Sri Lanka Peo- 
ple's Party. 

Kumaratunge is the son-in-law of 
Sirimavo Bandaranaike, the former 
prime minister and a Sinhalese film 
idol with the makings of an angry 


, young man of local polities. 


p—M 


“Vijay” — as he is known to his fans 
— spearheaded the main opposition 
campaign against Jayewardene at the 
1982 presidential polls. The govern- 
ment locked him up for four months 
under emergency laws, accusing him of 


scheme which then prime minister 
Bandaranaike (Mrs Ban- 
daranaike's assassinated husband) 
drew up after negotiations with the 
Tamil leaders in 1957. 

In a frontal attack on the Sinhalese 
political establishment, he accused all 
major parties of constantly competing 
with each other to “exploit Sinhalese 
communalism for electoral gain.” 

Assailing the government and those 
Sinhalese opinion-leaders whe use 
Buddhism to cloak their anti-Tamil 
and anti-Indian racialism, he told a 
crowded Colombo rally in January: “W 
the Buddha came to Sri Lanka today, 
he would be asked for his identity card. 
Since he was an Indian and would not 
have one, he would be locked up as a 
suspect.” 

As a Catholic, Kumaratunge may 
be carrying defiance to the point 
of bravado more dangerous than any 


of his adventurous escapades on 
screen. ü 
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—. By Manik de Silva in Colombo 
qm tarkly and simply, Sri Lanka's out- 
— eM spoken Finance Minister Ronnie de 
— Mel told a recent meeting of account- 
— ants in Colombo that economic ruin 
— would be the result if the violence and 
instability resulting from the conflict 
_ between the majority Sinhalese and 
— the minority Tamils persisted un- 
-. abated. 
x "We cannot continue like this 
—— forever. Our earnings from tourism 
— have already declined. Foreign invest- 
— ment will decrease. Foreign aid will 
' become more and more difficult to ob- 
- tain. Production and exports will de- 
Cline. As a result there will be un- 
employment and economic distress 
_...” de Mel said. 
He noted that defence spending had 
— already grown to eight times what it 
T Was in 1977 when President Junius 
— Jayewardene took office. This was 
— money, he said, that could have been 
b used for development and employment 
creation that would have helped raise 
- the living standards of the people. 
De Mel knows perhaps better than 
_ anybody else in Sri Lanka what the 
- northern insurgency has.done to an 
— economy primed in recent years with 
— unprecedented foreign aid which 
— Treasury officials say is the highest re- 
ceived by any country in per capita 
_ terms. Fortunately, a tea price boom 
— helped ensure balance-of-payments 
stability in 1984. But the indicators for 
_ the future are grim. 

Recent figures published bv the 
Foreign Investment Advisory Commit- 
tee (FIAC), an agency of the Finance 

— Ministry responsible for attracting and 






Economic ruin threatens 
if violence continues 





approving joint ventures between Sri | 


- Lankan and foreign private capital, re- | 
| t least one 


vealed some telling facts. The number 
of approvals given by FIAC in 1984 
was down to 56 against 98 a year ear- 
lier when a seven-year. high was 
achieved despite the July. 1983 ethnic 
violence in which at least 400 people 
were killed, 100,000 made homeless 
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a om 
Plantation workers; de Mel: distress warning. 


and many million rupees of property 
damage done. A senior FIAC official 
said that the envisaged investment in 
1984 had dropped to Rs 3 billion, 
(US$113 million) from the prévious 
year's Rs 7.5 billion. | | 

One reassuring factor is that there 
have been no cancellations of already 
approved projects. FIAC said that only 
a small percentage of would-be foreign 


investors have been scared away by the: 


political situation. Others who have 
put off implementation of their pro- 
jects are hesitant for other reasons, in- 
cluding the viability of their projects. 


Tourism, which took a hard blow. 


from the 1983 rioting, was beginning to 
recover nicely when the Tamil gueril- 
las escalated their activity in the north 
and east around mid-November 1984. 
The headlines the violence produced in 
Western Europe particularly, has been 
near-disastrous. 

"Europe is freezing and many people 
are flying off to holidays in warmer 
climes. But very few holiday-makers 
are coming here. Our cancellations are 
running as high as 25% this season,” a 
leading travel agent said. 

Hoteliers along the southern and 
western coasts, selling. attractive 
beach holidays, had expected an 80% 
occupancy rate in the current winter 
season. But December and January 
figures indicated 55% occupancy with 
bookings for the rest of the season even 
poorer. “We'll be happy to end up with 
40% for the rest of the season,” one 
hotelier said. 

“Competing destinations are doing 
well. You can't get a room in the Mal- 
dives right now," one agent said. 


developer who had in- 

vested heavily in a new project, ac- 
quiring a south coast location and pre- 
paring the site for construction, an- 
nounced a postponement of plans and 
returned investors' funds. Operational 
projects besieged banks for re- 
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|| bad time. 
| forthcoming, but not enough, accord- 


-ing to many hoteliers. 


“Another industry hard hit by the un- 
settled conditions along the northern 
coast, declared a “no-go area" to pre- 


{Event guerillas from the southern In- 
|], dian state of Tamil Nadu coming into 


“Sri Lanka, has been fisheries. The gov- 
ernment’s Agrarian Research and 


"Training Institute (ARTI) has esti- 
'Pmated that the loss to the industry 
(4 could run as high as Rs 800 million a 


year and that a vulnerable sector of the 


population was threatened with mal- 


nutrition as a result of the fisheries 


“slump. 


i . Coastal fisheries account for 85% of 
the country's annual catch of 220,000 
tonnes with the northern areas of 


«T Jaffna, Mannar and Mullaitivu provid- 


ing about 36% of it. Nearly 20,000 
people directly and indirectly depend 
on the industry and are affected. 

Efforts to re-locate fishermen else- 
where along the coast are not even 
being attempted because local fisher- 
men zealously guard their traditional 
fishing grounds, ARTI said. Noting 
that 60% of the country's protein 
comes from fish, the agency has 
suggested that the possibility of hiring 
trawlers from abroad would be 
explored. 

Both Jayewardene and de Mel 
understand very well that the tea 
plantations, populated mainly by an 
Indian Tamil workforce, is what keeps 
the economy ticking. The presence of 
Savumyamoorthy Thondaman, the 
leader of the Ceylon Workers’ Con- 
gress (CWC), a giant plantation work- 
ers’ union, in the Jayewardene cabinet, 
has been a tremendous asset. 

Thondaman is well aware of the 
leverage he commands and has not 
been slow to exploit it. He has often ex- 
pressed unhappiness about Indian 
Tamils — who have no truck with the 
separatist demand of the Jaffna Tamils 

- also being targets of communal vio- 
lence. Last year the CWC led a strike of 
plantation workers for better wages 
and the government abandoned its 
previously inflexible position of not 
negotiating with strikers to bring it to 
an end. 

The annual convention of the CWC 
in early February reflected some of the 
dissatisfactions of the plantation 
workers and the congress had a meet- 
ing with Jayewardene on 8 February to 
iron out major areas of discontent. This 
meeting led to an assurance of relief to 
Indian Tamils, mainly from the plant- 
ations, who are refugees in the sparsely 
populated northern areas of Mannar 
and Mullaitivu, , 

As one knowledgeable analyst put 
it: “Keeping the plantation workers 
content at the present moment is 
vital both in political and economic 
terms and Thondaman knows this very 
well." 1 "70! Oo 
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Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 
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An the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabt 
lity — a reflection of the ven 
best in a world of beautiful 
cars. 











G entle hostess in your sarong kebaya 
you care for me as only you know how 

across four continents of the earth in the luxury 

of the world's | 

most modern fleet. 
Singapore Girl 
youre a great 
way to fly 
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Arita ware, late 17th century Japan. Deep bowl with lid. 
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The art of personal investment management. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, which has managed money for more than 130 years. 
We also bring a commitment to practicing the art of personal 
investment management, as well as the science. We orchestrate a 
wide range of products and services to meet the individual needs 
of each dicat In investment management, personal banking and 
fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel- 
bourne, Singapore, Taipei, Tokyo, London and New York. 


Irving Trust 
Unique. Worldwide. 





By William Wetherall in Tokyo 


I: Japan, Turkish bath (torukoburo) 
can only mean one thing: a bath- 
house cum massage parlour offering 
sexual services, which may be crypti- 
cally listed on the schedule of charges 
at the entrance. About 1,700 Turkish 
baths, employing some 18,000 girls, are 
in operation throughout the country, 
mainly in the entertainment districts 
of large cities. They are commonly 
known as toruko, but are called to- 
kushu yokujo (special bathhouse) in 
legal parlance. Recent offshoots in- 
clude mantoru (mansion Turkish bath) 
in condominium apartments, and 
hotetoru (hotel Turkish bath) that send 
"masseuses" to hotels. 

Toruko is also the Japanese word for 
Turkey — the country, that is — and 
Turkish citizens in Japan are bothered 
by the inevitable jokes that provokes. 
It is bad enough for Dutch citizens to 
hear about windmills and cheese every 
time they step into a Japanese taxi; it is 
surely worse to be associated with 
massage parlours as soon as one de- 
clares one's nationality. 

In September last year, a young Tur- 
kish seismologist called Nusret San- 
jakli, who the year before had advo- 
cated in a prize-winning speech in Ja- 
panese that Japan's Turkish baths 
were an insult to his country, 
petitioned the minister of health and 
welfare to put a stop to the *derogatory 
and extremely injurious" use of the 
word toruko. Turkish Embassy offi- 
cials in Tokyo, beginning with Ambas- 
sador Nurver Nures, also took up the 
banner of reform. Information attaché 
Ilhan Oguz sent letters in both Japan- 
ese and English to the national dailies, 
thanking them for their editorial sup- 
port of the name-change movement. 
Friends of Turkey throughout Japan 
also answered the call. 

The Health and Welfare Ministry en- 
dorsed the name-change cause by dis- 
patching notices to prefectural and 
municipal governments, asking them 
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to “guide” bathhouses to drop from 
their names any words denoting a 
foreign country, person, religion, 
brandname, or public institution. 
While such name changes were to be 
left to the initiative of bathhouse 
operators, local health inspectors were 
encouraged to get involved. This, with 
the promise of greater “surveillance” 
by police when the recently revised 
Public Morals Business Control Law 
(REVIEW, 6 Sept. '84) goes into effect — 
quite inappropriately on Valentine's 
Day — gave even more incentive for 
bathhouse associations to lather up 
their public image. 

Other institutions also cooperated. 
The Metropolitan Police Department 
of Tokyo decided to stop using toruko 
when referring to the special bath- 
houses in its internal documents. And 
Nippon Telegraph and Telephone, a 
public corporation, announced that it 
would no longer list toruko as a busi- 
ness classification in future editions of 
its telephone directories. 


he All-Japan Confederation of Spe- 
cial Bath Associations, which re- 
presents about 570 or one-third of all 








bathhouses, already had been discuss- | 


ing the name problem when Sanjakli 
made his appeal to the government. 
Spurred by the new publicity, the con- 
federation quickly agreed not to use 
the word toruko, and it directed all of 
its member associations to do likewise. 

Within days of the appeal, most as- 
sociations were conceding that their 
popular but criticised “tradename” 
needed revision — if only in considera- 
tion of international friendship. A few 
associations made name changes man- 
datory and set dates by which com- 
pliance was expected of member bath- 
houses. But some called only for volun- 
tary action, while others adopted a 
wait-and-see posture of defending the | 
word. 

The 110 bathhouses affiliated with 






the Tokyo Special Bathhouse Associa- 
tion — concentrated in the old Yoshi- 
wara district of Taito ward, where 
prostitution used to be licensed — de- 
cided in December last year to call 
their places of business soopurando 
(soapland). Members had until 31 
January this year to change their signs, 
at an average cost of about Y 1.5 mil- 
lion (US$6,000) each 

The anti-toruko movement has in- 
vited speculation as to whom, or to 
what, its partial success should be at- 
tributed. Japan Times columnist Jean 
Pearce credited "the Turkish people 
who followed a Japanese approach in 
working for change" along with "the 
good sense of the Japanese public who 
recognised the rightness of their 
cause." One wonders whether that is 
the answer. 

A strong Japanese desire to keep on 
the good side of Islamic countries in 
the Middle East — even those produc- 
ing little oil — could also account for 
the official and popular support of the 
name-change issue. This certainly 
seems plausible in the light of how the 
Japanese Government usually has 
treated appeals — especially from Ko- 
reans — to moderate national laws af- 
fecting foreign residents 

Even South Korean President Chun 
Doo Hwan, on his recent state visit to 
Japan, failed to move the Japanese 
Government to ease its policy of pro- 
secuting resident Koreans who are 
protesting the Alien Registration Law 
by refusing to give their fingerprints. 
Relaxing an Alien Registration Law in 
the face of organised civil disobedience 
within Japan by resident aliens (most 
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Met ihe. campaign of a : lone 
ourner who- p nis a non- 
l : ONNA, 





E ne campaign to re- 
'e pre-war social values, and with 
alice Agency (NPA) to increase its au- 
iomous power over how propie be- 


got en ‘that these Aabi concerns of 
rament and police enjoy the back- 
| "moral minariiy” which has 





ito aids fon ms ol det adence dud 
ncy e seen as in- 


de to bath land: illegal locations. 

ing but also reversing the 
h of sex-related businesses. Con- 
will benefit some areas, such as 
mg depressed Yoshiwara, and 
nage the business in others, such as 
iotorious Kabukicho in Shinjuku. 


he revised national law will prohibit 
the opening of special bathhouses 
ithin 200 m of schools and'other pub- 
c facilities, and will limit the continu- 
ation of such places now operating 
jthin such borders to the proprietor- 
ps of their present owners. Tokyo's 
new ordinances will prohibit the open- 
ng of any new massage parlour, or 
pecial bathhouse with private rooms, 
except in the old Yoshiwara area 
Additionally, Tokyo's- ordinances 
fll make it illegal to open other places 
sexual entertainment, including 
-shops, within 200 m of schools, 
braries, child-welfare facilities, hos- 
pitals and clinics. Shinjuku ward, its 
offices in Kabukicho all but sur- 
founded by sex-related establish- 
ments, recently opened a small library, 
which gives the ward alegal fulcrum to 
push some sex shops out of business. 


less-avowed efforts of the National - 


: The chief of Shinjuku ward is said to | 






































cancer growing in their social and 
commercial environment. 

The Turkish bath issue has divided 
opinions inside and outside the sex in- 
dustry. Bathhouse operators are con- 


‘cerned as their businesses, by what- 
. ever name, face a recession due not 


only to competition and evolution of 
cheaper and more novel forms of sex- 
ual entertainment, but also to antici- 


pation of the natural attrition that will | 


follow the new regulations' enforce- 
ment. 
Turkish Embassy officials are natur- 


ally elated that most of the Turkish 
and- 
Shinjuku-ward bureaucrats are cele- 





baths will be getting new names, ; 
brating what appears to be a political 
oppose the bathhouses 
their 
the idea that commer- 
cial sex is fine if zoned 


and monitored 
withstanding the Anti- 


dently failed to prevent 
Turkish baths. 


happen as a consequence 
of the new laws. The 
shops that become illegal 
on 14 February will go out 
of business or change to more accept- 
able product lines, but others will 
merely re-dress their windows with 
the new laws and continue to market 
their proven stock. 

Most sex-related businesses are 
banding together to help each other 
survive. Some Kabukicho establish- 
ments have formed the New Morals 
Improvement Association, which has 
adopted five principles intended to 
publicise the “sincerity” of its willing- 
ness to help its members upgrade 
themselves. 

Other establishments have formed 
vigilance networks to provide early 
warning of police raids, possibly with 
the help of rumoured “wires” between 
gangster bosses and law-enforcement 
officials. Thus most observers are pre- 
dieting that the illegalised sexual en- 
tertainment will simply go under- 
ground, where the prices and risks will 
be higher in proportion to the gangster 
involvement. One thing is certain: few, 
if any of the newly illegal massage es- 
tablishments outside Yoshiwara will 
want to be known. by such innocu- 
ous and SION names as "soap- 
land." ded 


victory of good over evil. But those who. 





themselves, and not just 
names or locations, | 
are disappointed that the | 
revised laws encourage. 


not=- 


Prostitution Act of 1958, 
which legally prohibited |. 
aiding and abetting sex- |" 
ual transactions, but evi- 


Various things could. 


spread of sex-oriented commerce as a | 





at Borobudur will, 
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of Borobudur - 


By A Correspondent i in Jakarta 


rinket vendors, cabbies and tour 

‘guides claim that the terrorist 
bombing of Borobudur is the best thing 
that has happened to the local tourist 
trade since the decade-long restora- 
tion of this ninth century Buddhist 
monument. The 21 January explosions 
caused an estimated Rps 16 million 


. (US$14,787) worth of damage to nine 
| of thestupa's508 Buddha statues, so — 


in harsh commercial terms — the latest 
boost to tourism comes as a bargain, 


, compared to the US$25 million resto- 
ration bill. 


Unesco — a major contributor to the 
earlier rehabilitation’ project (com- 
pleted in 1983) — has offered its help 
again in the latest. rebuilding; though 


Jakarta says it can handle the task 


alone in as little as three months. Work 
already has begun, with teams of spe- 
cially trained masons re-assembling 
the damaged lattice-work domes in the 
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By Julia Wilkinson in I 
From the topmost level of the eighth 

century Buddhist temple of 
Borobudur, some 35 m from the 
ground, one can gaze down at an ex- 
tensive plain stretching eastwards. 
The landscape contrasts strikingly 
with the mystical serenity of the 
Borobudur monument. For below all 
seems to be man-made chaos, a con- 
struction site of mud, machines and 
building material. Only from the east- 
ern entrance of the candi can one spot 
the beginnings of some order: a neatly 
turfed and paved avenue with shrubs 
and young trees on either side. - 

By 1987, visitors to Borobudur 
should be able to see a good deal more 
order in the plain. For this is the sche- 
duled completion date for the 
Borobudur and  Prambanan  Ar- 
chaeological Parks — Prambanan is 
the nearby 10th. century: Hindu temple 
complex. ^ +- PS 

The paved. "la low-profile" concourse 

l, in fact, be just one 
aspect of the park which is a joint pro- 
ject of the Indone: ian ministries of 
Culture and Education: Communica- 
tions, Interior and Finance, carried out 
under the coordination ofthe Minist y 
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IY Borobudur's | EAE. yiri 
mountain. The worksites are cordoned 
off, but that has hardly impeded the 
flow of tourists. 

About 3,000 people showed up on a 
recent Sunday —a farcry from the few 
hundred a day who had visited the 
ora oi before the bombing — ac- 
cording 'to villagers in nearby Munti- 
lan, who supplement their farming in- 
comes selling souvenirs and running 
budget hosteleries. Not only are fhe 
crowds bigger, but they are also notice- 
ably different in make-up: there seem 
to be fewer foreigners and far more In- 
donesians than before. A scan of the 
nearby carparks shows a high propor- 
tion of licence plates from 
Jakarta, a hard day's drive 
away. 

"It took a bombing to 
wake us up to this Indone- 
sian treasure," explained 
the father of a family of five 
from West Java. "Before 
these headlines, Borobudur, 
to our minds, was just there; 
a point of national pride 
but nothing we needed to 
do anything about. Now 
though, it's become impor- 
tant to come and see it with 
our own eyes and take in its 
atmosphere. " 


of Communications. Within 
the  monument's  85-ha 
grounds will be major faci- 
lities such as a Borobudur 
Study Centre including a 
Seminar Complex and guest 
house; a museum; a Stone 
Conservation Centre, and 
a tourist information centre with 
audio-visual equipment and educa- 
tional material. 

The park project is an effort to en- 
hance Borobudur with “an appro- 
priate setting,” to absorb the impact of 
the increasing number of tourists and 
to foster. a better appreciation and 
understanding of the candi itself. The 
challenge, as seen by PT Taman Wisata 
Candi Borobudur and Prambanan, the 
state-owned company in charge of the 
parks’ construction and management, 
is to “create a historical climate and to 
maintain a traditional atmosphere 
around Borobudur." 

That is quite a challenge, especially 
when one tries to envisage what is 
meant by “traditional.” Even more 
ambitious is the aim to blend the 
monument, the facilities and the land- 
scape into “an integrated entity." 
Study centres and museums built 
along "traditional" lines may just fit 
into such ascheme — provided they are 
unobtrusive. But also included in the 
project plans are other facilities such 
as a parkimg lot, a kampung-type 
youth village, 80 kiosk stalls selling 
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Transistorised pop tunes blare from 
the outsized radios some of the tourists 
tote through the 2.5 km of intricately 
sculptured galleries and on up to the 
stupa's bland, snub pinnacle. Children 
careen around the 36 corners of the 
monument's pediment and uniformed 
school groups clog its stairways and 
ceremonial gates. 

The holiday mood seems anything 
but devotional — an apparent confir- 
mation of the assertion by President 
Suharto's government that the blasts 
had no sectarian import. According to 
Education and Culture Minister Nug- 
roho Notosusanto: “Borobudur is a 








souvenirs sud ams i somewhat 
ironically, even a mosque. 

Park officials are adamant, however, 
that the project is not only feasible but 
essential. “Without such an ordered 
park, Borobudur’s surroundings 
would be ruined," said 63-year-old 
Harsono, who first came to Borobudur 
as a curator in 1947 and who was 
brought out of retirement to oversee 
the construction of the park. 


O ne can see what he means, for al- 








ready, as soon as visitors arrive at | 


Borobudur, they are hounded by 
souvenir and snack sellers — hardly a 
suitable introduction to one’s attempt 
to leave life’s materialistic desires be- 
hind. Such activity so close to the 
monument will not be allowed to con- 
tinue once the project is completed, ac- 
cording to Harsono. 

In catering to the young — a tricky 
market when it comes to cultural 
monuments of such religious, architec- 
tural and philosophical complexity as 
Borobudur — the planners have opted 
for a “youth village.” This will liave 
nearby recreational facilities — in- 


local subscribers to the immemorial - 
traditions of Javanese mysticism. In 
nearby Solo — one of the two courtly 
capitals of Central Java 
spirit medium) sends his disciples to 


practise meditation at Borobudur "be- ~ 


cause it is a source of powe! 


he Central Javan plain, Suharto's 
home region, is strewn with such 
powerpoints. Moss-backed ancient 


candi, the towering stone temples of ^ 


the medieval Shivaite and Buddhist 
civilisations, dwarf the tin-roofed 
mosques in dozens of rural hamlets. To 


many Javanese, whether instinctively 
animist peasants or mystics 
and metaphysicians, the 


chors to the past. The presi- 
dent, himself, reportedly re- 
pairs to a sacred cave not far 
from Borobudur to renew 
his spiritual forces. 


from Java and elsewhere, 
these ancient relics repres 
sent a continuing affront to 
Muslim ideals. More than 
half a millenium after the 
fall of the Saliendra prinees, 
who built Borobudur 


cluding, they hasten to add, 
relevant “teach-in” f 
ties to give the youngsters 


Construction of the p 
at Borobudur started 


1981 and the one at Prambanan a 


later. Costs for both have already been 
considerable, including a US$600,000 
grant from the Japanese Government 


for a master plan in 1976 and a long- - 
term loan from the Japanese Govern- - 
ment of US$1 million for schematic de- 
sign and detailed engineering s 


oe 
The actual construction costs wilt te 


around Rps 13 billion (USS12.03 mil- 


lion) spread over three budget years | 


starting from 1981-82, with an addi- 
tional portion of ¥2.8 trillion - 
(US$10.85 billion). 

Attracting the optimal number of - 
visitors to Borobudur — which is re- 
ceiving two-thirds of the Borobudur 
and Prambanan parks financial outlay 


— is essential to gain revenues from — 


admission, concession and parking 


fees. These will not only pay off the . 


loans but finance continuing restora- 
tion and survey work on both Boro- 
budur and Prambanan, A word of cau- 
tion is in order, however. As Mrs Soe 
parsono, owner of a neazby luxury hotel 
put it: “This isa spiritual place and you 
cannot, therefore, be concerned en- 
tirely with making money out of it.” 


^ 
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| s Mal ay world as a reformist force 
E" iconoclastic instincts. 
Among some factions of the santri, 
dev out Muslims, Islam retains its 
| lita at thrust. They chafe under the 
dominance, within Suharto's 
' Order regime, of the abangan, or 
| hin; Muslims, whom they see as 
» open to the spiritual pollution of 
astern and traditional Javanese in- 
| ences alike. Jakarta courts are cur- 
dy ‘trying scores of Muslim milit- 
n connection with a string of 
| ings and riots that have rocked 
| y pital over the past six months. 
3u , compared with the shopping 
tres and government installations 
have been hit so far, Borobudur 
nts a far more apposite target for 
ori sm, in the view of one diplomat. 
I » stroke, he points out, the ter- 
ists could strike at non-Islamic (or 
-Is amic) values, at Buddhism 
hich. is mostly practised among the 
nomically dominant Chinese), at 
y overnment's Java-centricism and 
tSuharto's own power base. 
Je adds: “The bombings highlight 
» y's inability to secure even 
4ir most cherished national symbols. 
e signal comes through loud and 
ar internationally since the target is 
"Of znised worldwide." But armed 
"es s chief Gen. Benny Murdani, who 
si ec Borobudur just days after the 
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t h perspicacity: ' 'Motive? What mo- 
re? These are simply crazy people." 


œ peculation on what made the Boro- 
# budur bombers tick will not be re- 
d until — and unless — suspects 
€ caught and a solid enough legal 
e built to bring them to trial. Two 
others were detained for a few days 
n Surabaya, 300 km east of the 
orobudur, but they were later re- 
ased for lack of evidence. The man- 
aunt at focuses on witnesses’ accounts of 
? young men (one reportedly with 
ic ddle Eastern features) who checked 
ito a nearby pension shortly before 
ie bombings. The blast caused no re- 
sorted human casualties. 

_ The main stone casualty is one of the 
Buddha images, which was damaged 
be ey ond repair. The statues in the 
rupadhatu dre encased in stupas 
sil nee, in the sphere of formlessness, 
esentational images have no place. 
By enclosing them in lattice work, the 
Borobudur master builders sym- 
» ad »d the paradox of a Buddha that 
is there and yet not there. Now the 
tupa of the ruined statue will be left 
mpy, i in mute memorial to the bomb- 
ing and its underlying social tensions. 
A though the artistic loss may be incal- 
culable, the paradox of the Buddha’s 
immanence in absence could hardly be 
more neatly posed. 
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Hiroshima, the endless Beton 


Day One: Before Hiroshima and After 
by Peter Wyden. Simon and Shuster, 
New York. No price given. 


yden's book addresses the ques- 
tion, why the first atomic bomb 
was dropped on Hiroshima. Unfortu- 
nately his answers obfuscate rather 
than elucidate. His basic position is 
that the option of dropping a bomb 
offshore rather than on a city was in- 
adequately considered because the key 
decision-makers, Groves, Oppenhei- 
mer, Stimson, and Truman — each for 
his own, in some cases, ignoble reasons 
— actually preferred the latter. 
Seizing on the fact that many of the 
men who worked on the “Manhattan 
Project” later developed misgivings 
and compunctions about their con- 
tribution, Wyden concludes that they 


must have had scruples which were 
peremptorily squashed. 

Each argument has been made be- 
fore, and each is specious. Moreover, 
far from contributing anything new to 
the topic, Wyden simply pads his book 
with anecdotes and trivia about the 
main characters with the implication 
that these somehow disclose the 
character flaws causing them to make, 
or acquiesce to, the ostensibly erroni- 
ous decision. But he fails to make this 
connection convincing, primarily be- 
cause the established evidence renders 
Wyden’s interpretation gratuitous. 

To put it another way, the objective 
considerations were such that, when 
asked, the advisory panel to the In- 
terim Committee — charged with rec- 
ommending action to the president — 
was unable to devise a plausible alter- 


CIVILISATION 


Complexities of culture 


The Monuments of Civilisation: 
China by Gildo Fossati.New English 
Library. £14.95 (US$16.61). 


Imost 4,000 years of recorded 
history" is a phrase repeatedly 
uttcred by the Chinese to draw atten- 
tion to the age and continuity of their 
culture, of which they are justifiably 
proud. 

Fossati, an Italian scholar of orien- 
tal art, has produced 
this book partly, one 
supposes, to commu- 

nicate the fascinating 
complexity of those 
4,000 years to the 
non-specialist read- 
er. He has, however, 
chosen to concentrate 
on those aspects of 
Chinese culture of 
which popular West- 
ern conceptions are 
already formed — the 
book is divided into 
four main parts: An- 
cient China; the Silk 

Road; Signs of the 
Buddha; Pagodas, 
temples and palaces 
— and though in- 

teresting, are scarce- 
ly representative of 
China’s cultural out- 
put. One would have 
Pong: for exam- 

ple,  “civilisa- - 


Buddhist cave painting (sixth 


tion” acne ee OE PONEROS ios ae 


ture, of which there is little mention. 
What we have is little more than a 
vehicle for some splendid photo- 
graphs of China’s remarkable cul- 
tural heritage, the text of which is un- 
imaginative and sometimes quite 
startlingly over-simplified. 2T 
The photographs themselves are 
slightly repetitive — it seems odd that 
so many should be devoted to Bud- 
dhist art, the origins of which are, 
after all, non-Chi- 
nese. Palace archi- 
tecture of the late 
Qing dynasty is also 
given more attention 
than perhaps that 
period deserves. . 
Even Anthony 
Burgess who wrote 
the foreword shows a 
surprising misunder- 
| standing of the Chi- 
nese language. The 
reason for not aban- 
doning the ideo- 
graphic DAE of 
writing is as much 
that the Romanised 
form i is both too am- 
 biguous and unin- 
telligible to the 
non non-Mandarin dialect | 
speaker as that the 
- Chinese have qualms 
about abandoning a 
-link with - ancient 
1 ws e. 





Hiroshima's Atomic Dome memorial options. 


native to the military use of the bomb. 
In the face of the actual historical 
record, it is not difficult to see why the 
Japanese leadership — the Supreme 
Council for the Direction of the War — 
would not have been induced by a 
demonstration drop to surrender 
under the terms of the Potsdam Procla- 
mation. For in fact, not merely one, but 
two medium-size Japanese cities were 
virtually vaporised by atomic bombs, 
and still the Supreme Council could 
not reach consensus on what to do. For 
many months, half the council had 
favoured accepting the demand for 
surrender with one condition, the pre- 
servation of the imperial system. The 
other half would agree to surrender, 
but with four additional conditions, 
none of which were tolerable to any of 
the Allies. And the army, which had 
the power to nullify any decision, re- 
fused surrender under any conditions. 


N shima was destroyed. Neither did 
Nagasaki change any minds when it 
too disappeared three days later. By 
this time the Soviet Union had de- 
clared war and invaded Manchuria 
and domestic conditions (under un- 
ceasing conventional bombings and 
dire shortages) were abysmal and 
promised to get only worse. Disinteg- 
ration of the national polity was not in- 
conceivable. Not the atomic bombs, 
but the combination of these factors 
permitted the emperor to lend his 
weight to the pro-peace faction, which 
thereupon managed, not without diffi- 
culty and, threat of revolt from the 
army, to surrender. 

There is a third option which Wyden 
does not appear to have considered: 
that of not using the bomb for either 
purpose. Nobody seriously reviews 
this option, assuming, that there is a 
certain “logic of war,” and that once 





the bomb had become available, it was 
inevitable that it would be used. Of 
course, in this assumption they are 
right — given the alternatives, which 
however, Wyden declines to discuss. 
Assuming that Truman chose not to 
authorise use of the bomb, what ee 
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tions might have remained? He might 
have abandoned the demand for un- 
conditional surrender, and let the Ja- 
panese surrender on their own terms. 
He might have let the war fade out with 
neither a victory nor Japanese surren- 
der. He might have gone ahead with 
Operations Olympic and Coronet — 
the planned invasions of Kyushu and 
Honshu. Or he might have imposed a 
naval blockade and starved the Japan- 
ese into submission. 

Why this hypothetical no-use-at-all 
option had never been considered is in- 
teresting in itself. To be sure, leaders 
do not act in vacua, Truman any more 
than Japan's Supreme Council. Wyden 
is able to acknowledge the constraints 
on the Japanese decision-makers but 
has difficulty seeing that Truman — 
and Stimson et al — were not free 
either to do what might, with the ad- 
vantage of 40 years' hindsight, appear 


| to be the wisest or most moral thing. 
one.of this changed when Hiro- 


Wyden's argument about the unex- 
pected radiation damage is more origi- 
nal, but nonetheless spurious. What he 
claims is that the new weapon should 
not have been used because its effects 
were not known. It was not enough 
that the scientists thought they knew 
what the effects would be. According 
to Wyden, they should have known 
with certainty. But the bomb being un- 
precedented, nobody had any reason to 
suspect that there were additional ef- 
fects waiting to be revealed. 

In any case, one wonders why the 
precise mechanism by which the bomb 
killed people should have made any 
difference. Never before has a weapon 
been limited for that reason. (Gas and 
germ warfare are limited strictly by 
the impossibility of applying them to 
the enemy alone, not by their cruel ef- 
fects.) And for those hundreds of 
thousands of people who died in con- 
ventional fire-bombings, in Germany 
too, there might not have seemed to be 
much to choose between them. 

It is also worth pointing out that the 
abhorrence we now properly feel to- 
wards nuclear weapons would not 
have been possible without Hiroshima 
and Nagasaki. — ROBERT BROWN 
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The EURO-ASIA CENTRE is an independent, $ 
non-profit making organization created by 
INSEAD, Europe's largest international bust 
ness school in Fontainebleau, France. Over tl 


years, more than 1,000 executives have par- 
ticipated in seminars run by the Centre i 
Europe and Asia and taught by faculty marit 


bers, many of whom have lived and worked as. 
managers, academics and consultants in the” 


region. 


Over the next 6 months, the Centre will or 


ganize the following programmes 


PRODUCTIVITY, INNOVATION AND HUMAN 
RESOURCE MANAGEMENT IN JAPAN 
For managers in ASEAN count 
Singapore and Japan, March 2 to 11, 1% 


HONG KONG INTERNATIONAL EXECUTIVE l 


PROGRAMME 
For Asian and European manage 
Macau, March 4 to 15, 1% 


MANAGING PEOPLE AND CHANGE IN ASIAN 
ENVIRONMENTS 


For Asian and European manager 
Macau, March 11 ro 25, 198? 


ASIAN INTERNATIONAL EXECUTIVE PROGRAMME — 
For Asian and European managers 
Singapore, March 18 to 29, 19835 


EXPORT MARKETING AND INTERNATIONAL 
STRATEGY For Asian 


THE JAPANESE ENTERPRISE — EXPERIENCE 
FOR EUROPE For European managers 
Fontainebleau and Japan, April 11 to 21, f$ 


ASIAN SENIOR EXECUTIVE PROGRAMME 


For Asian senior manager 
Fontainebleau, April 29 to May 10, 196 


STRATEGIES FOR PACIFIC ASIA 
For European senior 
Fontainebleau, May 6 to 10, 198 


NEW SKILLS FOR JAPANESE INTERNATIONAL 


BUSINESS For Japanese gers 
Tokyo, May 13 to 17, 1985 
INDONESIAN ADVANCED MANAGEMENT 


PROGRAMME For Indonesian senior manager 
Jakarta, August 26 to September 6, 1985 


For further information, contact 


EURO-ASIA CENTRE, INSEAD 
Boulevard de Constance 
77305 Fontainebleau. France 


Telex 690389 — Telephone (5) 422 48 27 





EURO-ASIA CENTRE | 


Singapore, March 25 to 29, 19 eS 
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hailand’s five-year economic 
—M plans, including the current fifth 
— M plan (1982-86), have never pro- 
po integrated public-sector invest- 
ment and financing programmes. So 
wh hen fiscal planners began recently to 
look at the two main categories of offi- 
EE by central government 
ind by state enterprises — as one con- 
solidated account, they were in for 
ome unpleasant surprises. Years of 
e E mulated deficits throughout the 
| A iblic sector have built up to a level 
‘that, unless reversed immediately, 
cou d cripple the Thai economy. 
- While the central government's ex- 
nditure has been kept under close 
oudgetary scrutiny, there has been no 
intral supervision and monitoring of 
the operations of some 70 state-run 
Corporations. Unwittingly, the govern- 
ment companies have expanded to 
Men a mammoth size that their com- 
—bined expenditure outstrips that of the 
2 entral government. 
—Consecutive years of revenue 
fall since the early 1980s have put 
icreasing strain on the central gov- 
ent's budget. Against the origi- 
ly targeted Baht 35 billion (US$1.3 
bil llion), it now appears the budget de- 
f licit in the current fiscal year (ending 
30 September) may be close to Baht 50 
Ilion. 
E white substantial investment 
the state-enterprise sector — par- 
ticularly in energy and telecommuni- 
f cations — has also plunged it into 
Eo operating deficits. Such de- 
ficits, which are financed mostly by 
ernal borrowings, are unofficially 
projected to top Baht 30 billion this 
year. These combined deficits account 
'more than 7% of gross domestic 
oduct — a level regarded as exces- 
ely high. 
- It was unanimously agreed by all the 
Š ey planning agencies — the National 
Economic and Social Development 
B pard (NESDB), Ministry of Finance 
E^ IoF), Budget Bureau and Bank of 
n iland (the central bank) — that the 
B ublic sector has been living well 
‘beyond its means. 
" Just like the fresh approach on the 
consolidation, the four agencies also 
Breed, for the first time, to pool their 
resources in a concerted effort to re- 
verse the trend. (Although the NESDB 
is theoretically the central coordinat- 
ing body, these agencies are tradition- 
ally independent and often follow their 
own priorities.) While details are still 
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being worked out, it is understood that 
the bottom-line target is to bring down 
the aggregate deficit by about Baht 10 
billion annually in the short term. 

The heightened focus on the subject 
initially came as a surprise to some ob- 
servers. Fiscal deficits are not new; in 
fact, austerity measures to counter 
them have been on the lips of seniór 


government planners as well as evi- 


denced in the annual budgets since 
1982. 

However, the austerity mood in 
Bangkok today has become more ur- 
gent. It was only recently that the re- 
sults of a series of studies — notably 
one on fiscal-policy reforms initiated 
by the World Bank in 1982 under the 
terms of its first structural-adjustment 
loan — made it possible for fiscal plan- 
ners to take a serious look at the public 
sector overall for the first time. ” 

Many sources gave credit for the new 
sense of urgency to Nibhat Bhuk- 
kanasut, former economic counsellor 
at the Thai Embassy in Washington 
and Thailand's alternate diréctor- to 
the World Bank. He returned late last 
year to become deputy director of the 
MoF fiscal policy office and one of the 
prime movers in the effort to institute a 
system-wide shake-up. “He plays the 
role of a devil's advocate," commented 
one of his associates. 

According to informed sources, Fi- 
nance Minister Sommai Hoontrakul — 
a tough, non-partisan member of the 
ruling cabinet — was shaken by the 
seriousness of the problems when the 
consolidated deficits were laid out be- 
fore him. Following briefings by Som- 
mai in late January, Prime Minister 
Prem Tinsulanond reportedly pledged 
support to carry out the necessary re- 


forms. 
\ deficits, as well as to diminish the 
adverse impact in the years 
ahead, the government is prescribing a 
package of stringent measures. First, 
all government agencies have been told 
to cut back unnecessary spending in 
the current fiscal year — with the ulti- 
mate goal of about 5% savings on the 
originally budgeted Baht 213 billion 
total expenditure. 

More significantly, the MoF and 
Budget Bureau are now working on a 
“zero-plus” budget for the next fiscal 
year. Although details have yet to be 
finalised, the broad thrust is to freeze 
all government expenditure at the cur- 


o offset part of the accumulated 
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land counts its deficits and rédóhoe alarming conclusions 


C M t shocks... 


| E y Paisal Sricharatchanya in Bangkok 


rent year's level, with the exception of 
increased allocations for debt servic- 
ing and civil servants' salaries and 
wages. 

This year, the Baht 44 billion 
budgeted for debt servicing constitutes 
the biggest single expense at slightly 
more than 20% of total spending. 
Salaries and wages, which are dis- 


' persed in various other sectoral spend- 


ing accounts, together make up the 
lion's share of Baht 61 billion. 

Despite official assurances that the 
"zero-plus" budget would not hamper 
next year's economic growth to any 
marked extent, there is general con- 








cern in the business community that 
stagnant or even reduced government 
spending would inevitably result in a 
slack economy. The cutbacks now 
under way notwithstanding, the cur- 
rent year's originally budgeted expen- 
diture marks a 10.9% increase from the 
fiscal 1984 budget. 

Although officials have refrained 
from being specific, the various plan- 
ned industrial projects in the much- 
heralded Eastern Seaboard develop- 
ment programme are most likely to 
suffer from the new austerity. Com- 
prising such gas-based industries as a 
fertiliser complex, a petrochemical 
complex, a second gas-separation 
plant, plus two deep-sea ports (one for 
trading and the other for- industrial 
use) these projects are likely to be 
stretched out over a eer period or 
scaled down. 

Commented one independent 
economist: “It is a new resource con- 
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figuration. Optimum use should be 
made of existing facilities while new 
investment should be deferred where 
possible.” Many analysts point to the 
likelihood that construction of the two 
ports, which would cost a combined 
Baht 4-5 billion in the initial phase, 
would be put off. 

The government's revenue shortfalls 
have become common since 1981. Fis- 
cal planning in the past was frag- 
mented. Revenue forecasts, prepared 
by the MoF in advance of each fiscal 
year, were based on simple extrapola- 
tion of past revenue growth for the 
major taxes, with allowance for 
changes in some tax rates where consi- 
dered appropriate. A point estimate 
was then derived, together with a 
targeted budget deficit, to determine 
the overall resource ceiling for expen- 
diture allocations among various 
ministries. 

There were often elements of decep- 
tion intheestimation process, whereby 
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The shortfall this year promises to be 
even larger. Contrary to the very objec- 
tive that the devaluation was designed 
to achieve, one of the first things the 
government did after the baht's parity 
change (REVIEW, 15 Nov. '84) was to re- 
move a 2095 tax surcharge on some 
1,400 import items — to pacify the im- 
port-dependent manufacturing sector 
Aggravated by the absence of any 
major tax increases last year and the 
devaluation’s impact on corporate 
earnings, revenue is expected to drop 
from the originally projected Baht 178 
billion to Baht 163 billion. 


t the start of the fifth plan in 
1982, the authorities had aimed 
to raise central-government 
revenue as a proportion to GDP from 
the level then of around 14% to 18% by 
the end of the plan period. But follow- 
ing the dismal revenue performance 
that year, the target was revised down- 
ward to 16%. The ratio went up to 


CENTRAL GOVERNMENT DEFICIT 


foreign loans an 


Ministry by government agencies. 


Source: Comptroller-General's Department, Ministry of Fi- 


nance. 


unrealistically high revenue targets 
were set — with the implicit under- 
standing that new taxes would have to 
be imposed during the year to raise 
extra revenue — in order to meet plan- 
ned expenditures. 

The simple extrapolation procedure 
worked during the periods of rapid 
economic growth and accelerating in- 
flation in the mid- and late 1970s. But 
during the economic slowdown in 
1982, when imports dropped-7%, the 
system failed miserably. The targeted 
Baht 140 billion revenue that year fell 
short by more than Baht 26 billion, or 
nearly 19% (compared with a Baht 9.5 
billion shortfall in the previous year). 

The government came up with two 
major tax packages, one each in 1982 
and 1983. Despite the additional 
revenue from these changes, the tar- 
geted revenues in fiscal 1983 and 1984 
were still short by Baht 13.5 billion and 
Baht 12.2 billion, respectively. 
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about 15% last year; but given the pre- 
vailing unfavourable economic condi- 
tions, it is doubtful whether the new 
target will be met. 

Alongside the spending cuts, there is 
little doubt that the MoF will hurry 
through a new tax package in the not- 
too-distant future. Anew requirement 
to deduct 2% withholding tax from 
those engaged in several independent 
professions — such as lawyers, ar- 
chitects and accountants — which be- 
came effective on 1 February is seen as 
the first step in that direction. 

Since this is well into the fifth month 
of the current fiscal year, officials con- 
ceded they are working against time to 
ensure that the actual budget deficit 
does not end up too far off the origi- 
nally targeted Baht 35 billion. 

Like the central government's fiscal 
austerity, attempted reforms for the 
state-enterprise sector — which are 
part of the consolidated package — are 


| 


| deal more difficult 
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not new. But unlike the nev 
trimming the central budget 
ing the state enterprises cai 
and hi 
tential to undermine the g 
stability 


In October 1982, the government ap- 
proved a detailed package of tariff in- 

| creases for several loss-making enter- 
prises — notably those operating the 
Bangkok bus service, state railways 
Bangkok and provincial waterworks 
and the telephone service. But two 


weeks after the Bangkok bus fare was 
raised from Baht 1.50 to Baht 2 in 
November, the authorities were forced 
to rescind the decision after publie 
demonstrations. A similar fare in- 
crease is now scheduled for 15 Feb- 
ruary: the level of public opposition is 


as yet unknown. 


Claiming that the government is 
exercising a stronger political will, of- 
ficials now say tariff increases are a 
must in view of the enterprises mount- 


ing deficits. The Bangkok bus com- 


pany and state railways agency lost a 
|, combined Baht 1.5 eeHion last year, 
with accumulated losses running sev- 
eral times higher. Unless their finan- 
| cial positions improve, these losses will 
eventually have to be met by the gov- 
| | ernment 
| Aside from the price increases, the 
council of economic ministers in late 


January decided on a new package of 


| reforms which, if implemented, would 


lessen the government burden in 
B 


| | guaranteeing the state-enterprise seč- 


tor's loan commitments, reduce the en- 
terprises' debt-to-equity ratio and re- 


| sult in selling off or dissolving those 


outfits considered no longer necessary. 
Various ministries were given a two- 
month deadline to recommend pro- 
grammes for privatisation of the enter- 
prises under their jurisdiction. These 
could take the form of partial public 
flotation, farming out of franchises or 
joint investments with the private sec- 
tor 

Another major area of concern liesin 
debt formulation. The entire sector 
now accounts for roughly two-thirds 
of the country's aggregate public-sec- 
tor external debt of slightly less than 
US$8 billion. 


Despite the government's appa- 
rently stronger political will, plus 
pending plans to establish a core 
agency which will take direct charge of 
integrated programming for this sec- 
tor, reform still appears easier said 
|! than done. Already several labour 
| unions have voiced strong opposition 
to privatisation. A large part of the re- 


form package requires comprehensive 
study; certain aspects relating to fhe 
divestiture of shares in public enter- 
prises can be effected only through 
legal changes, which may prove to be 
time-consuming. Oo 
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— By James Clad in Kuala Lumpur 
| ank Buruh, Malavsia's small- 
. est deposit-taking bank, has had a 
| T. run of crippling losses since 1979. Al- 
- though minuscule compared to those 
B. incurred by Bank Bumiputra Malay- 
- sia, the nation's largest commercial 
bank, proportionately Buruh's losses 
- dwarf Bank Bumiputra's bad Hong- 
E kong loans during the same years. In 
— contrast to prolonged dithering over 
Bumiputra, Malavsia's financial 
jowers-that-be were quick to spot 
Buruh’ s malaise. Officials of Bank 
Beers: (the central bank) swooped on 
í "Buruh's books in 1979, and swiftly im- 
—— posed stringent loan limits. ’ 
EE Now the bank is being fundamental- 
a dy restructured, with a massive capital 
injection, new shareholders and sub- 
_ stantially new top management. 
‘The auditors’ 1979 report convinced 
- Bank Negara's governor that the man- 
 agement of Buruh (the only commer- 
— —eial bank majority-owned by coopera- 
_ tives) had apparently put profit behind 
_ other objectives — including, perhaps 
— understandably, financial support for 
— the problem-plagued cooperative and 
— trade-union movement. Many coopera- 
— tives here have strong links to Malay- 
-sia's Indian community and have be- 
— come closely identified with factions 
— "and leaders within the Malaysian In- 
— dian Congress (MIC), a partner in the 
— ruling National Front coalition. 
For the past six years, the Kuala 
— Lumpur-based bank has had to ope- 
% — rate with a humiliating loan limit of 
just M$100,000 (US$40,000) a bor- 
_ rower. The restriction inflicts a double 
= hurt: raising  loan-administration 
— costs while making it difficult to bring 
— low-risk corporate loans into the 
portfolio. 
: The magnitude of Buruh's losses had 
— been a talking point for years among 
— the local banking community. By 30 
June 1983, shareholders' funds had 
- dwindled to M$623,018 following 
- another loss — M$3.79 million — in the 
preceding year. Accumulated losses to 
30 April 1984 grew to M$18.74 million, 
about 30% of assets (including provi- 
sions for bad debts and for interest in 
suspense). The bank's assets at 30 June 
—— were just M$60 million. 
By April 1984, shareholders’ funds 
were in deficit by M$2.39 million, ac- 
cording to a November 1984 letter 
from Buruh's management to its share- 
holders. The letter said that in the cur- 
rent year (ending 30 June) this would 
fall even further — though Buruh's 
managers had attempted to augment 
these funds by raising loans at market 
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Malaysia’ s smallest commercial bank looks for new 
. political allegiances in its struggle for survival 
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interest rates. Chairman P. P. Nara- 
yanan (who is also president of 
Malaysia's largest union, the National 
Union of Plantation Workers [NUPW]) 
said the bank had a “sizable portfolio 
of non interest-bearing problem loans 
with interest-bearing liabilities.” He 
proposed a restructuring scheme to in- 
ject capital into the 10-year-old bank. 


any of Buruh's problem loans are 

thought to have been made to 
cooperative societies and trade unions. 
Bank Negara's lending restrictions ac- 
celerated the losses, according to 
sources, and it became apparent that 
only a management shake-out, realign- 
ment of ownership and a thorough re- 
structuring in line with the New Eco- 
nomic Policy (NEP) would satisfy Bank 
Negara. The NEP is a 20-year govern- 
ment-backed programme which aims, 
among other things, to transfer corpo- 
rate equity to bumiputras — indigen- 
ous people, mainly Malays. 

The restructuring won the central 
bank's approval in 1984 through its 
Capital Issues Committee. A two-for- 
one rights issue will lift Buruh's paid- 
up capital from M$16.35 million to 
M$49.06 million. An accompanying 
new issue (yet to be approved by share- 
holders) will raise another M$21.02 
million (equivalent to about 30% of the 
final paid-up capital of M$70.08 mil- 
lion) from two Malay cooperatives — 
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and Rea Ser- 
aguna Anak-Anak Selangor (Kosas). 
The capital increase will allow Buruh 
to comply with rules for minimum 
shareholder funds (that is, M$10 mil- 
lion) which successive finance minis- 
ters have waived for Buruh. Capital- 
adequacy ratios had also been ignored. 

The majority shareholders will be 
the Cooperative Central Bank (a non- 
trading development bank) and three 
frontline Indian community coopera- 
tives: Koperasi NESA, the National 
Land Finance Cooperative Society 
(NLFCS) and Koperasi Belia Maju 
Jaya (Maju Jaya). 

NESA is closely identified with MIC 
deputy president (and Malaysian 
deputy housing minister) S. Sub- 
ramaniam, while Maju Jaya carries the 
imprimatur of MIC vice-president 
(and deputy health minister) Datuk 
K. Pathmanaban. The NLFCS remains 
the largest cooperatively owned plant- 
ation group in Malaysia, presided over 
by the widow of another MIC politi- 
cian. 

These connections add an obvious 
political dimension to Bank Buruh's 
intended rebirth. By most accounts, 
one of the losers in the restructuring 
exercise has been Narayanan, even 
though he remains chairman. The 
NUPW leader is widely seen as ex- 
periencing something of an eclipse of 
his earlier influence. 

There has been a wholesale rout of 
Buruh's board of directors, as all seven 
resigned between April and October 
1984. The former senior vice-chair- 
man, S. J. H. Zaidi, also resigned dur- 
ing this period. 

At the end of December, sharehold- 
ers approved the rights issue but defer- 
red approval of the bumiputra special 
issue pending agreement between 
Kosas and KGN. Bank Negara had ear- 
her approved a 10% and 20% division, 
respectively, betwen the two but some 
politicking has delayed agreement. It 
also remains unclear just what por- 
tions of the rights issue will go to the 
new cooperatives and development 
bank shareholder line-up. 

Even with the capital boost, Bank 
Buruh's immediate prognosis does not 
offer much joy. “The bank continues to 
carry in its books many non-perform- 
ing loans, [the size of which] in relation 
to the performing loans is very large... 
continuing to exert a heavy burden on 
the performance of Bank Buruh," 
Narayanan said in his November let- 
ter. The REVIEW understands that non- 
performing loans exceed 50% of the 
total portfolio. The best immediate re- 
sult, said Narayanan, will be that non- 
interest bearing funds can carry most 
or all of the bad loans, enabling at some 
time a turnaround in profitability. 

This, in turn, depends on Bank Neg- 
ara moving quickly to lift its lending 
ceiling — something sources said is a 
foregone conclusion once the ipee 


turing is complete. 
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Hewlett 


"At Sin Tien Seng- the 

HP 3000 computer system 
was able to pay for itself 
in six months? 


“With the HP 3000 system, we have 
been able to streamline our parts and 
inventory orders. In six months, the 
saving on reducing excess orders alone 
was enough to pay for the entire 
system." 


Sin Tien Seng is the sole distributor of 
Daihatsu motor vehicles in Singapore. 
The company installed an HP 3000 two 
years ago in the Head Office with 
remote terminals in two branches. 


Mr Loh Kok Hua, Director and General 
Manager of Sin Tien Seng said, "With 
the Rapid/3000 solutions, the system 
can handle a host of functions very 
effectively. These include processing 
parts and inventory orders from Japan, 
capturing sales performance data to 
generate accurate sales forecast, 
maintaining a customer database, 
generating monthly hire purchase 
billings for our vehicles and retaining 
data for market analysis. 


“All these are significant data and 
functions we couldn't have done 
manually. 


"We did have a look around before we 
decided on the HP systems. Looking 
back, we made the right decision — we 
couldn't have done what we did in so 
short a period of time." 


You should consider a working partnership with HP. Now. 


Call or write to your local office. 


Australia India 

Hewlett-Packard Australia Pty Ltd, Blue Star Ltd 
Blackburn, VICTORIA. Tel: 895-2895 BOMBAY. Tel: 4226155 
China Indonesia 
Hewlett-Packard Beijing Rep. Office Berca Indonesia P.T 
BEIJING. Tel: 33-5950 JAKARTA. Tel: 373009 
Hong Kong 


Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: 5-832321 1 


Japan 
Yokogawa-Hewlett-Packard Ltd 
Sukinami-Ku, TOKYO. Tel: (03) 331-6111 


Korea 

Samsung Hewlett-Packard Ltd 

SEOUL. Tel: 784-2666, 784-4666 

Malaysia 

Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: 03-986555 





“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process.” 


“We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes.” 


Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 


Mr Wallace Lam, Computer Manager 


tor Taikoo Royal, says, Our workforce 


has been able to handle a 56% increase 
in porttolio since we installed the 
system in 1979. 


"Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
makes us more competitive. 


"We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable l've ever 
experienced." 


Philippines 

[he Online Advanced Systems Corporation 
Makati, METRO MANILA. Tel: 815-3811/6 
Singapore 

Hewlett-Packard Singapore (Sales) Pte Ltd 

SINGAPORE. Tel: 631788 


Taiwan 

Hewlett-Packard Taiwan Ltd 
TAIPEI Pel: (02) 712-0404 
KAOHSIUNG, Tel: (07) 241-2318 


Thailand 
Unimesa Co Ltd 
BANGKOK. Tel: 234-0991/3 





Productivity. Not promises 


HEWLETT 
D PACKARD 


To 





its first coal-fired 


station, Indonesia turned 
me in steam: 





For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 
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erected and commissioned the total 
boiler island here in the country’s 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fue! 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 





matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 








Live and let lend " 


India asks foreign banks to follow its economic priorities, but 
allows them plenty of leeway to keep its credit lines open 


By Mohan Ram in New Delhi 


recent order by the Indian Govern- 

ment to foreign banks to align their 
lending portfolios with national 
priorities has failed to dampen the 
banks’ enthusiasm for doing business 
in India. But their profitability, which 
has been much higher than that of local 
banks, may slip as they are forced to 
take up more high-risk, low-margin 
rural and small-industry business. 

The directive, issued in September 
1984 by the Reserve Bank of India — 
the central bank — required the banks 
to step up lending to priority sectors, 
which mostly means agricultural and 
rural lending. Targets for this have 
been set for the nationalised banks, 
with 15% of advances meant to go di- 
rectly to agricultural borrowers and an 
additional 25% to all of the economi- 
cally weaker sectors — including poor 
farmers. However, foreign banks have 
only been told to increase priority-sec- 
tor lending in non-specific terms. 

India has been a lucrative proposi- 
tion for foreign banks since what is 
now Banque Indosuez opened a branch 
in the country 140 years ago. It is all the 
more so now, with India set to seek 
large foreign commercial loans to fi- 
nance its development. There are 18 
foreign banks in India, with a total of 
135 branches, and another 12 with rep- 
resentative offices. In addition, about 
10 foreign banks are seeking permis- 
sion to open branches or representa- 
tive offices. None appears to have been 
deterred by the Reserve Bank direc- 
tive. 

Perhaps that is because the direc- 
tive, which was really a re-statement 
of existing policy, only asked the 
foreign institutions to step up lending 
to agriculture and small firms. The Re- 
serve Bank has yet to set targets, either 
for foreign banks or for private domes- 
tic banks. Even the nationalised banks 
traditionally have failed to meet the 
targets — though the effort to do so has 
eroded their profit margins. 

The 14 largest private Indian banks 
were nationalised in 1969 and six more 
in 1980. These, along with the govern- 
ment-owned State Bank of India and 
its seven subsidiaries, comprise the 
nationalised sector, accounting for 
90% of the business of the commercial- 
banking system. 

The philosophy behind nationalisa- 
tion was that the financial institutions 
which mobilised the savings of the 
public should promote economic and 
social development. In addition to set- 
ting target amounts for lending, in- 
terest rates were weighted in favour of 
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THE BANKS’ BOTTOM LINE 
Profits of banks in india 
by category (1982) 


Nationalised 

Private Indian | 
Foreign 649 

All banks i 
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Source: Financial Analysis of Banks, 1982 
(Indian Banks Association). 


the priority sectors and emphasis 
placed on extending the banking sys- 
tem to rural areas where banks had 
been unwilling to venture because of 
low profitability. For every branch of- 
fice opened in an urban area, 
nationalised banks were required to 
open two in rural areas. 


he foreign banks, on the other 

hand, have specialised in trade fi- 
nance and in serving selected indus- 
trial clients. They concentrate on low- 
risk, high-profit, fee-based operations 
such as providing guarantees for firms, 
which do not involve tying up funds. In 
1982, almost 20% of their earnings 
came from commissions, exchange, 
and brokerage services, while na- 
tionalised banks earned only about 9% 
of their profits in this area. 

Interest accounted for 42% of the 
total expenses of foreign banks, while 
it was 69% for the nationalised banks. 
The profitability of foreign banks in 


India has sometimes been 25% higher 


than that of the local banks. 
During the 1970s, the foreign sector 
did not grow except for the lone entry 
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of the Sonali Bank follo 


founding of Bangladesh in 1971. The — 
numbers of private banks were delib- 


| erately kept down to lessen competi- 


tion for the nationalised sector. But 


| after 1981. when Indian banks wanted 





En 


to open more branches abroad, New 
Delhi was obliged to permit expansion 
of the foreign-based banks 

Foreign bankers say they are puz- 
zled by the Reserve Bank directive, 


| which also requested data on the exist- 


ing involvement of the foreign banks in 
the priority sectors. The banks say that 
they have been making advances to the 
priority sectors. But since their 
branches are mostly in metropolitan 
areas, the scope for such loans (par- 
ticularly to farmers), has been limited, 
foreign bankers point out. (The think- 
ing also appears to be that, since India 
cannot compel nationalised banks to 
meet lending targets, it is unlikely to be 
able to do so with foreign banks.) 

Foreign bankers do not believe the 
Reserve Bank wants to force them into 
lower-profit activities simply because 
they have been doing better than the 
nationalised banks, as the government 
appears willing to allow more foreign 
banks in India. They believe the cen- 
tral bank may want a larger toreign- 
banking sector to provide competition 
to the nationalised banks (especially in 
international banking) to force them to 
improve their efficiency 

The bankers note that since India en- 
tered the Eurocurrency market four 
years ago, the government has been 
more liberal in its position on foreign 
banks and has not strictly insisted on 
reciprocity. It appears to have realised 
that foreign banks were playing à cru- 
cial role in arranging commercial loans 

. which it realised it might one day 
need in greater amounts 

So far, India has been cautious in 
borrowing from abroad. In 1981-82, 1t 
raised Rs 12 billion (US$950.12 mil- 
lion) in foreign-currency loans, with 
Rs 20.05 billion in 1982-83. In 1983-84, 
it borrowed Rs 10.82 billion. India has 
so far remained one of the most under- 
borrowed countries. 

India’s borrowing in the interna- 
tional financial markets, in the past, 
was low because of offsetting loans 
from the International Development 
Association (IDA), the World Bank's 
soft-loan window. But with the 
shrinking IDA kitty and India’s small- 
er share of it, there will have to be more 
borrowing from Western commercial 
markets. 

Foreign banks also may see India as 
a sound proposition, in light of the po- 
litical stability which has followed last 
year’s turbulence. The prospect of 
more ‘liberal policies to open up the 
economy may make doing business In, 
and with, India attractive. The foreign 
banks already functioning in India and 
those aspiring to gain a foothold may 
be willing to help in India’s effort to 
raise funds abroad — and a direct pre- 
sence would make this easier o 
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s to the Eugopean Investment | 
(EIB) lending facilities are 
. erious consideration, by the 
















































‘inal "decisions on E IB funding for 
n development projects to be 
iken later this year (perhaps in Oc- 
-The EIB, set up in 1958, is the 
(C's long-term financing institution. 
EEC officials traditionally have op- 
sed all Asian and Latin American 
ior an extension of the bank's ac- 
's to their regions. 

IB's main task is to finance 
nt projects in Europe. The 
. also authorised to invest in the 
ican, Caribbean and Pacific 
) which are members of the 
vention, as well as in the 





rn Mediterranean. Unlike coun- 
Asia and Latin America, these 
ons have preferential trade and aid 
ith the community. 
epeated demands for access to EIB 
incing have been made by the six 
sean states, and more recently by 
akistan and India. Exceptional ef- 
to meet the Asean request were 
dein December 1984 by EEC minis- 
at a meeting with their Asean 
rparts in Dublin. The 10 Euro- 
inisters stressed the importance 
ncreased European investments in 
" and agreed to study the possi- 
of allowing the EIB to invest in 
n. Technical studies are now 
made. 
e problem, say EEC officials, is 
a decision to extend EIB financing 
ean could be followed by simi- 
demands from other developing na- 
“Asean has the credit rating that 
like the EIB requires, but if we 
'es to Asean, just how will we say 
» demands by Latin America?" 
ed an EEC official. 


“still not clear whether Asean is 
ested in getting loans at prefe- 
ential rates from the EIB. Asean 
linisters in Dublin stressed that they 
did not want preferential treatment. 
But EEC ‘officials say that further dis- 
ussions in Asean c apitals have shown 
therwise. The EIB is cautious about 
evealing its intentions. Bank officials 
ay that the EIB “would be only too 
happy to lend to viable economic pro- 
‘cts in Asean,” but warn that this will 
ly be possible if there is an increase 
in the bank's resources. 
"The bank invested about 6. 9 billion 
European Currency Units (ECUSs, a no- 
tional currency composed of several 
European units), or about US$4. i 
billion in development projects . 








"associated" partners in the 


gs adig "Asian demands for | Europe, the ACP states. dnd’ countries | 

C in the southern Mediterranean in 1984. 
The bank is asking for an increase in 

its capital this. end According: to RIB 
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250% of subscribed capital, whicl h 
the moment means that lending has to 
stay within a ceiling of ECUs 36 bil- 
lion. Total lending currently stands at 


ECUs 31 billion, but could reach the 


ceiling once the EEC is enlarged to in- 
clude Spain and Portugal — and if ac- 
tivities are extended to Asean. . 
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 ecent ministerial pronouncements 
lend credence to a growing belief 
that the Malaysian Government's 6.7% 
gross domestic product growth forecast 
for 1985 is wide of the mark (REVIEW, 8 
Nov. '84) On 3 February, Finance 
Minister Daim Zainuddin, speaking 
outside the country, warned: "The 
world economy may slip back into 
another recession." 

And recent government actions — 
especially oil-production | .cuts 
(REVIEW, 10 Jan.) — plus indifferent 
earnings [forecasts for most. other 
major commodities all point to some 
pie-eyed forecasting by Treasury plan- 
ners last October, when the govern- | 
ment's economic review forthecurrent | 








year was published. 


One feature causing reflection 
among bank economists is unusually 
sluggish domestic spending. Some 
analysts say tight liquidity has now 
begun in earnest to retard consumer 
credit — as it has investment in other 
sectors. 

The last budget's tax cuts, pardus 
larly generous to middle- and higher- 
income earners, seem not to have led to 
markedly higher spending — 
tral bank data on the rate of domestic 
savings are not yet available. Boosting 
savings remains one of Daim's princi- 
pal objectives, and economists will be 
watching these indices closely. 

With a smaller tax bite and deposit 
interest rates at 1096 for three-month 
fixed deposits, savings should im- 
prove. The higher interest rates forced 
by institutions’ heightened need. for 
funds has prevented cash. outflows to 
the United States and elsewhere (M: 
laysia has virtually no exchangt 
trols) and there issome s 
ily climbing. deposit: 
(which reached 9: 
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h ; EEC “budget. B Both methods could 


be applied to Asean lending. It is still 


‘unclear what kind of projects would be 
financed in Asean but EIB lending in 
non-EEC states has traditionally been 
for infrastructure and rural-develop- 


ment projects. Special emphasis has 


also been placed on development of 
small and medium-sized enterprises. 
The same formula will probably be 
adopted in Asean. As for the amounts, 
the only guideline at this point is other 
non-EEC loans. Lending to southern 
Mediterranean states totalled ECUs 
547.6 million in 1984. 0 


FEDERAL GOVERNMENT 
PATERNAL DEBT 


(M$ n million) 
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be turning downwards at most com- 
mercial banks. ur 

Meanwhile, many observers see 
Bank Negara (the central bank) pre- 
siding over what one calls "an exquisite 
exercise of controlled slippage" in the 
Malaysian dollar's value. Before Oc- 
tober, Bank Negara's notifications of 
official buying and selling rates for the 
US dollar hovered at very small varia- 
tions around M$2.32:US$1. 

But by 5 February (the most recent 
official notification).t 1e ce 
advised that comméi 
now buying the US 
and selling it at. My an erosion in 
value mirrored. |; depreciation 
against the SIL dpore curr ency. 

Bankers generally see the slide as 
inevitable, given the US dollar's 
strength; there is considerable, specu- 
lation that Bank Negara may be using 
the slide — justified by. commodity- 
price returns in an uncertain trading 
environment this year — to readjust 
the basket of currencies to which the 
Malaysian dollar is pegged. | 

‘On the negative side, the sérvicing 
burden of Malaysia’s foreign debt (the 


al "banks. were 
lar at M$2.51 


most recent.Bank Negara estimates 






put total external l debt at | M$31. billion 
at Ane. -begi of Icreases 
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Pakistan can now make its own steel, but manufacturing costs 


are high and the product mix does not fit domestic needs 


By Mohammed Aftab in Islamabad 


akistan has realised its dream of 

moving into the steel age after 15 
years of delay, but at a high cost — 
both in cash terms and in obligations to 
the Soviet Union. Yet state-owned 
Pakistan Steel already is trying to find 
a way to expand because it is too small 
to operate economically, with produc- 
tion costs about 40% higher than the 
price of imported items. 


The country started looking into the 
prospects of steel production two years 
after its independence in 1947, but it 
did not make à really determined effort 
until the 1960s. Plans involving Ameri- 
can, Swedish, West German, French 
and British companies failed, for vari- 
ous reasons, even though Pakistan re- 
mained politically within the Western 
camp. The popular belief was that the 
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proportionately 
as the currency 
slides. 

A clue to Ma- 
laysia’s overall 
debt position 
was provided by 
the new general 
manager of the 
Bank of Inter- 
national Settle- 
ments, Alexandre 
Lamfalussy, who 
was in Malaysia 
at the beginning 
of February. 
Lamfalussy said 
the debt-servic- 
ing ratio (defined as the annual repay- 
ment of principal and interest on for- 
eign loans relative to the value of goods 
and services exported) was now 12%, 
"still reasonable compared to ratios 
prevailing elsewhere. 

Although Lamfalussy did not say 
how he arrived at this figure, it does 
imply that to the debt-servicing ratio 
covering the government's own bor- 
rowings (6.5% in 1984) must be added 





Daim: savings boost. 





an almost equal burden by the private 
sector, and one local economist esti- | 
mated that Lamfalussy's 12% figure 
"indicates a rise of about three per- | 
centage points from the [overall] 9.2% 
ratio in 1983." 

Tight domestic credit and slowing | 
foreign investment have lifted the 
question of improving Malaysia's abil- 
ity to attract foreign capital to the top 
of the fiscal agenda. 

A recent report from consultants to 
the World Bank and the United Na- 
tions Development Programme urges à 
substantial scrapping of Malaysia's 
present incentives system. 

A more contentious proposal is to 
scrap powers under Malaysia's Indus- 
trial Coordination Act (which enables 
the government to withhold manufac- 
turers' operating licences to ensure a 
30% business participation by 
bumiputras — mainly Malays) in 
favour of tax breaks. 

The report, now before Prime Minis- 
ter Datuk Seri Mahathir Mohamad, 
also calls for fairer tax treatment of en- | 
terprises, both within and outside Ma- | 
laysia's free trade zones. | — JAMES CLAD | 
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| structure. This method tied up the ir 


| part of the plant near Karachi 


| VES 
AE. pes: pitna he 
cost the nation Sari 
A plant based on imported ore with Y ^s 
1.05 million-tonne capacity woulc 
have cost Rs 2.37 billion (US$152.8 mil 
lion), with a Rs 1.24 billion foreign-exe 
change cost, in 1969, said Say 
Saeed Jafri, first chairman of Pa stat 
Steel. The project (Pakistan's first steg 
mill) has actually been completed at 
nearly 10 times that amount — or Rs 28 
billion. It was the Soviet Union which 
finally got the project going, after a 
1968 visit to Pakistan bv then — 
premier Aleksei Kosygin 
The Soviets supplied the | 
technology and equipment for the 
main plant, and their technician: 
supervised its construction and instal- 
lation. Pakistani contractors did the 
civil, mechanical and electrical ene 
gineering and related work. Construc- 
tion of the main plant started at à 
coastal site at Bin Qasim, near 
Karachi, in 1976. The Soviets adop ed 
a unit-by-unit approach, starting with 
non-productive elements and infra 





















































design, 


vestment for an extended period & 
added to the cost of the project, which ki 
took 10 years to complete. During thi: 
time, it could not produce anyth E 
marketable. Also during these years, 
domestic demand patterns shifted - 
but since the plant components we are 
already under construction, nothing 
could be done. " 


he plant, which began operation. 

late last year, is based on the Linz- 
Donawiz converter process, with con- 
tinuous casting facilities. The main. 
as 
completed despite tension between 
lamabad and Moscow after the Soviet 
military occupation of ae 
| Afghanistan. 

Political obligations and the high 
price notwithstanding, the project has 
become a symbol of the nation's self 
reliance, “Pakistan Steel is the mos! 


precious New Year gift to the nates 
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The Soviets kept their fasogurel | pos ties 


entation to the ambassadorial 
— level, letting Ambassador Vitali S. 
_ Smirnov represent them. It would have 
been difficult to reconcile much fan- 
É — fare, with their propaganda against 
_ the alleged Pakistani (and Western) in- 
[ E. volvement in Afghanistan, where 
Soviet troops are battling the Islamic 
= insurgents. 

— A Pakistan has provided 80% of the 
| B cost and the Soviets 20%. A 
viet loan of US$460 million con- 
d b. tracted in 1969 now stands at US$600 
- million, following an adjustment of the 
| rupee-rouble parity, and devaluation 
x of the rupee against the US dollar. 
— Pakistan will repay the Soviets the en- 
Bi tire amount (both principal and in- 
terest) with its traditional export com- 

|| modities. 






























E Ag hen in full annual production of 
— WW 1.1 million tonnes, Pakistan Steel 
a will have a turnover of Rs 9 billion, 
E. ith gross value added of around Rs 3 
$ jillion and foreign-exchange saving of 
: 2 billion a year through import sub- 
titution. But since the mill's produc- 
Aion programme does not yet match 
RP tan's product needs, imports 
"must continue for now — while some of 
dts products are exported for lack of 
— domestic demand. The present limited 
eon may not grow until 1988 or 
later, when projects included in the 
' ise enth five-year plan may increase 
d pmestic requirements. 
— Businessmen hope that some of the 
- surplus products will be absorbed over 
the next several years when down- 
stream industries, estimated to cost Rs 
- B billion, are established by the private 
sector. Its principal hope will be the 
Bonesic engineering industry. An ex- 
' working group has estimated 
t demand for engineering goods 
~ rose to Rs 28 billion in 1983, and will 
B aouble to Rs 55 billion by 1988, mean- 
ing an annual average growth rate of 


É 





PAKISTAN'S ANNUAL STEEL 
IMPORTS AND ear eras TUN 





* Minimum: ranges up to 400,600 depending 
on mix of other products. 
Note: Of the total, about two-thirds are used 
by the engineering industry, with the re- 
mainder for use in construction. Pakistan 
Steel supplies about half the needs of the en- 
gineering sector, and about a third of those 
of the construction industry 
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the consuming industries cannot deve- 
lop efficiency." It called for rapid deci- 
sions on pricing, product mix and fi- 
nancial and technical reorganisation 
of the domestic steel industry. Pakis- 
tan already has several re-rolling mills 
and a speciality-steel plant. 

Haq Nawaz Akhtar, Pakistan Steel's 
chairman, said that an economic size 
for a coastal steel mill is 2 million ton- 
nes, and that an integrated steel mill 
should be around that size to break 
even. Experience in South Korea and 
several other developing nations has 
shown that the best size is actually 
around 4 million tonnes. He has pro- 
posed that the mill raise its capacity 
from its present 1.1 million tonnes to 2 
million tonnes, rising later (perhaps in 
the 1990s) to 4 million tonnes. 

The present production cost of mill 
products is around 40% higher than 
the landed cost of imports. The project 
became overly expensive not only be- 
cause of the long construction period 
and the change in the value of the 
rupee, but also because of the shift of 
the project site from Buleji to Bin 
Qasim and domestic and international 
inflation. Akhtar feels that if capacity 
is raised to 2 million tonnes, the cost 
per tonne of new capacity will be 
nearly half of that of the first million. 
That will help bring down average pro- 
duct prices. 

The Ministry of Production, the ad- 
ministrative ministry in charge of the 
mill, says the mill lost Rs 1.647 billion 
in the year ended 30 June 1984, against 
a loss of Rs 781.7 million the previous 
year. The losses, it says, increased “due 
to [a] negative mark-up in the prices, 


products have 
landed cost of imported material in 
order to give protection to the en- 
gineering industry in Pakistan." If the 
domestic engineering industry or other 
commercial users were forced to buy 
the mill's subsidised products at true 
production cost, they would lose 
money or would have to raise their own 
prices in turn. The government may 
also decide to impose excise and other 
taxes on the mill's products, making 
them even more expensive than im- 
ports. And there would be little export 
at such high prices. 

Senior Pakistani bankers who have 
invested in the steel mill told the 
REVIEW that the mill *must bring down 
its cost of production, in line with the 
landed cost of imports." That seems a 
tall order: 30% reductions alongside 
under-utilisation of capacity, limited 
domestic demand and the rising cost of 
imported raw materials (Pakistan's 
iron ore and coal come from the United 
States, Australia, Brazil, India and Can- 
ada). The bankers also want the mill to 
slash its labour force by a third and 
sharply increase its productivity. EH 


ably comet. with the world prides, 
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TRADE 


Elephants 
in China 


Japan's sogo shosha find a 
new market as their share 
of traditional business slips 








By Bruce Roscoe in Tokyo 


J apan's sogo shosha or general trad- 
ing houses — the business elephants 
that critics reckon are turning whiter 
by the day — appear to have borrowed 
some time by thrusting themselves into 
the centre of the country's fast-grow- 
ing trade with China. 

The top trading firms' in-house re- 
search executives readily admit times 
are hard. They say profit margins 
(razor-thin in 1984 at about 0.07%) 


" | have fallen by at least 30% since 1980 
adding that “the prices of [the mill's] 
been regulated at | 


and believe that any further erosion 
would depress profits to a dangerously 
low level. 

Export contracts concluded by the 
13 largest sogo shosha in calendar 1984 
fell 1.8% to ¥16.39 trillion (US$63 bil- 
lion) — the second consecutive year- 
on-year decline — while Japan's total 
exports rose 15%. Moreover, the sogo 
shosha's percentage of total exports 
dipped to less than 40%, after slipping 
below 50% only the year before. The 
value of import contracts rose 6.8% to 
*X 21.11 trillion in calendar 1984, but 
even this looks grim in view of an Eco- 
nomic Planning Agency forecast that 
total imports for fiscal 1984 (ending 31 
March) will be up 30.3%. 

But a takeoff in two-way trade with 
China (REVIEW, 31 Jan.) — with Peking 
exporting large amounts of crude oil 
and buying a rapidly growing ..;iume 
of Japanese consumer goods — is pro- 
viding the sogo shosha (along with 
other Japanese exporters) with a wel- 
come boost. “All of the shosha are 
making a big effort to get into China," 
notes Iwao Shimizu, liaison division 
manager of Japan Foreign Trade 
Council Inc. (JFTCI), which monitors 
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x . trating developing markets." 


According to JFTCI, the 13 top 
shosha had spectacular increases in 
- trade with communist countries in 
~ 1984, with China estimated to have ac- 

à counted for more than two-thirds of 
the increase. Exports to communist 
grues in the second half of 1984 
— jumped 20% to * 1.86 trillion; imports 
rose 17% to ¥6.5 trillion. While none of 
the trading firms believe China can 
possibly become a panacea for all their 
— ills, many of which seem to be struc- 
tural, it is regarded as the most promis- 
‘ing area for long-term trade growth. It 
i: is also seen as unlikely to slip from 
— their grip, at least in the medium term. 
A = 
Cf 
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very year about this time, Washing- 
" ton acts out one of its many rituals. 
EC The president delivers his State-of- 
— the-Union speech, sends his budget to 
— the United States Congress and re- 
. leases to the public the annual report 
of his Council of Economic Advisers. 
The various department heads make 
the pilgrimage to Capitol Hill to de- 
_ fend their policies; newspapers and TV 
"bubble over with officious comment- 
ary. This year the overall economic 
message will be the same as the last — a 
| continuation of Reaganomics. For 
S Asia, this is bad news. 
The strong American recovery dur- 
— ing the past two years was a great boost 
i "to world trade. In 1984, sales to the US 
_ from Japan, South Korea, Singapore, 
Bi onekong and Taiwan were up more 
than 40% each compared to the previ- 
ous year. But the boom, insofar as it is 
led by the US, will not last. Virtually 
everyone's projections show an up- 
"coming slowdown in US growth. 
More fundamentally, Washington's 
| | past policies have set in motion 
— dangerous forces. The major problem 
— has been the US' overly self-centred 
h. economic policy. It is a kind of gun- 
— boat economics, fuelled by an ideology 
— which says that free markets will cure 
- all problems, that domestic growth is 
all that matters, and that international 
economic collaboration, except on 
American terms, is a waste of time. The 
impact of US policies on other nations 
has been a scant afterthought. 

The most egregious US error has 
been the distorted mix of loose budgets 
and tight money which has kept Ame- 
rican interest rates exceedingly high. 
For the past 18 months the combina- 
tion provided a massive growth injec- 
tion to the US economy and kept infla- 


^w 














ar 

less Certain. "nhe 
JFTCI notes a 
growing trend 
among manufac- 





turers to ship 
items such as 
cars, home ap- 


pliances and elec- 
tronic equipment 
directly to export 
markets. It notes, 
too, that more re- 
tail chains and supermarkets are es- 
tablishing import divisions in order to 
bypass sogo shosha middlemen. To ar- 





past five years have pared excess man- 


In a self-destructive 
ideological warp 





tion down. But in the end the bill will 
be large, and it will be footed not just 
by Washington, but by Paris, Bonn, 
Tokyo, Seoul, Taipei and others. 

The funds which the US so desper- 
ately attracted from overseas robbed 
other nations, particularly in Europe, 
of critical home-grown investments. A 
whopping US$200 billion budget def- 
icit in the US will now require major 
tax increases, which will impede US 
investment and growth, and hence 
slow world trade. 

An overvalued exchange rate, which 
is decapitalising the US’ basic man- 
ufacturing industries and running up 
trade deficits of US$130-150 billion, is 
unleashing deep-seated protectionist 
| forces which are already hitting the 
| Far East. Today's massive borrowing 
from abroad will be tomorrow's repay- 
ments to foreign lenders. And as the 
US becomes a major debtor, the dollar 
will become more fickle, creating new 
havoc in trade and investment. 

Another major problem has been the 
administration's enthusiasm for "vol- 
untary" restraints on the part of 
foreign exporters. These are country- 
to-country back-room deals which 
undermine open multilateral trade. 

Since they are neither grounded in 
US legislation nor in deliberations of 
the General Agreement on Tariffs and 
Trade, they are end-runs around US 
and international trade law. They 
freeze market shares at the moment 
they are imposed and therefore 
penalise up-and-coming producers. 
| Asia has been a prime victim, as Japan- 

ese car makers or South Korean steel 

| manufacturers would agree. 
Moreover, the administration im- 
posed protection without demanding 

industry shape-up programmes as a 








rest the rot, the sogo shosha during the | 
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agement staff from the payroll and 
most have boosted their sales staff. 
They have also recruited larger num- 
bers of science graduates for their 
offshoot high-technology ventures. 


quid pro quo, While quotas held up De- 
troit's profits, US car companies accel- 
erated the movement of production 
abroad. When steel imports were 
blocked, some of the bigger companies 
diversified into oil, pharmaceuticals 
and consumer electronics, rather than 
plough their profits into more modern 
production facilities. The administra- 
tion merely bought a little time, but the 
basic problems remain for the US and 
its trading partners. 

Washington, in fact, approached 
trade like a fire brigade. When prob- 
lems built up, the engines were called 
out, the hoses turned on. But the fires 
were never completely extinguished, 
the real causes never determined. The 
smouldering embers nearby would 





Jeffrey E. Garten manages Lehman 
Brothers' Far Eastern investment- 
banking business from Tokyo. This 
commentary is adapted from an article 
which is to appear in February's issue 
of Foreign Affairs. 





soon cause more flames to burst out. 
Beyond trade, Washington's foreign- 
assistance strategy has been a body 
blow to international financial coope- 
ration. From its first day in office, the 
Reagan administration weakened in- 
stitutions such as the International 
Monetary Fund and the World Bank. 
Washington saw these international 
lenders as wasteful subsidisers to inef- 
ficient state bureaucracies. It began to 
shrink its financial contributions, 
thereby triggering reduced support 
from other donors. In 1984, the US de- 
manded particularly major cutbacks 
in the programmes of the World Bank's 
International Development Associa- 


| tion — which makes soft loans to de- 
| veloping nations such as Laos, India, 


Pakistan, Burma and Vietnam. 
At the same time, its aid request to 
congress included a 90% increase for 
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ROOM AT THE TOP 


The shrinking management of the six 
TI: Te Te trading houses 


Mitsubishi Corp 
Mitsui & Co 

C. hoh& Co 
Marubeni Carp 
Sumitomo Corp 
Nissho Iwai Corp 


Source: Nihon Ketzai Shimbun 





Previously, the firms sought generalists 
whom the company could mould as the 
need arose. 

Several are courting Japanese 
graduates of United States univer- 
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Reagan: fire-brigade approach. = | 


bilateral security assistance. All signs 
point to more aid geared to immediate 
foreign-policy leverage, and less for 
long-term economic development. 
More trouble in the future can be ex- 
pected for the concessional lending 
programmes to this region’s premier 
development agency, the Asian Deve- 
lopment Bank (REVIEW, 14 Feb.). 

A host of administration actions fit 
the same go-it-alone pattern. Wash- 
ington vetoed the creation of a World 

















Bank energy-lending facility after the | 


previous administration, and every 
other major nation agreed to it. The 
Reagan team scuttled the Law of the 
Sea Treaty after a decade of interna- 
tional compromises had been reached. 


It reversed years of US «support for | 


family-planning programmes in the 
Third World. It would have no serious 


part in joint intervention to manage | 


world currency gyrations. 

At the base of the administration's 
reckless folly is that it does not under- 
stand that in an open and inter-depen- 
dent world economy, creative markets 
must be balanced by creative govern- 
ment involvement to manage 
budgets, tame exchange rates, 
negotiate compromises and channel 
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sities’ business-management program- 
mes; before, such students were shun- 
ned as too tainted by foreign influence 
to be trusted fully. Mitsubishi Corp. 
has gone as far as to announce that this 
year it will: be scouting American 
graduates for full employment under 
the same status as regular Japanese 
employeesea decision which reported- 
ly has no precedent among the sogo 
shosha. 

"The sogo shosha are brain groups 
and they are not worried about the fu- 
ture. They won't collapse," asserts 
Shimizu. "They are thinking about 
which new businesses to enter. They 
are like a chameleon and wonder 
which colour they should change into 
next." 


jeffrey E. Garten 


resources into essential investments. 
Otherwise, big problems will build up 
and governments will be forced to 
over-react. The next decade will be de- 
voted to undoing the damage. 

The irony of the US' heavy-handed 
policies is that they will rebound 
against the US itself. After all, 50% of 
the US budget deficit is financed from 
abroad, the top nine American banks 
have loans to the Third World of more 
than 200% of their primary capita! 
base, 70% of American production is 
exposed to international trade and 
50% of the growth in US population is 
attributable to immigration. An in- 
ward-looking economic policy which 
damages the US’ trading partners will 
soon boomerang against Washington 


€ The administration is stuck in 
its insular attitude, too blinded 
by ideology, too mesmerised by 
its own free-market 
platitudes. 9 


As February proceeds, it would be 
heartening to see the administration 
launch a set of initiatives designed to 
restore responsible world economic 
leadership. However, one should not 
hold one's breath. The administration 
is stuck in its insular attitude, too 
blinded by ideology, too mesmerised 
by its own free-market platitudes. 

John Maynard Keynes, writing in 
1934, had some advice: "Words ought 
to be a little wild,” he said, “for they 
are an assault of thought upon the un- 
thinking. But when the seats of power 
and authority have been attained, 
there should be no more poetic licence 
When a doctrinaire proceeds to action, 
he must, so to speak, forget his doc- 
trine. For those who in action re- 
member the letter will probably lose 
what they are seeking. " 

It is a thought which Washington 
should, but will not, consider. o 
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Tempers up 
in smoke 


South Korea resists pressures 
from American cigarette 
firms to open its market 


By Paul Ensor in Seoul 


Korean-American slaying n 

South Korea stopped in a restau- 
rant off the Seoul-Pusan Expressway 
last summer; he had a di and a 
smoke before returning to his car. Just 
as he was climbing in. he found himself 
confronted by an undercover police- 
man who began questioning him about 
the foreign cigarettes he had been 
smoking. The appearance: | foreign 
wife and American passport cleared up 
the misunderstanding. Had he been a 
South Korean national, he might have 


to Win 


faced a fine ol million 


un 


(US$1.203) for po foreign 
cigarettes 

South Korea's cigarett irket 18 
the most closed in the world, according 
to United States ciga! ultina- 
tionals. who would deat lo have 
it opened to them. With deeply en- 


trenched interest groups on both sides, 


cigarettes are a smouldering and some- 
times emotional trade issue unresolved 
between South Korea and the US 

In the past, the cigarette issue has 
raised tempers on both sides, refleeting 
the strong views of the interest groups 
involved on the one hand. the to- 


US which one of 


bacco lobbv in the 
the country's best ore 


nad most 


powerful, and on the othe South 
Korean Government s Offi f Mono- 
poly, which control co and 
cigarette business in ountrs 
While the South Kori | Ve held 
their ground, the American side has 
pushed hard. Tempers wer yed last 
year during a visit by a top South Ko- 
rean trade delegatio Washington 
after US Secretary of Commerce Mal- 
colm Baldrige 'eterate 
chainsmoket read a report thal 
South Korean Go ifficials 
had been fired for smoking foreign 
cigarettes 

Tobacco is the oldest US export, and 
the tobacco lobby in congress is strong, 
notably among senators from southern 
states. including Sen. J Helms 
from North Carolina n of the 
Senate Agriculture Committee. Philip 
Morris and R. J. Reynold majol 
US cigarette multinationa ave lob- 
bied hard in Washington Seoul to 
have the South Korean ma t opened, 
and their efforts have inti fied in ri 
cent months. South Kori is the 
world's 13th largest cigarette market 


| markets 
ire Capel 


imports or 


and with sales in trad 
stagnant, the multinationa! 
to get in, either through 

some form ol 


Ituon 


| cal production 


sistance of 
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-head Richard Allen to repr 


ally. 


5 . riotism 


— taste of foreign cigarettes, 


E poly as he lit up — “Most 


— they smoke our cigarettes." 





former US National Secur i 
terests with the South Korean Govern- 
ment. 

According to Philip Morris, South 
Korea is alone among the major 
cigarette markets of the world (includ- 
ing communist countries) in not allow- 
ing either foreign equity investments, 
licensing or imports. It is also the only 
major market where smoking foreign 
cigarettes is a punishable offence. Im- 
ports take up a mere 0.2% of the 
domestic market, and they are sold 
exclusively to foreigners, in special 
stores and hotels. 

South Koreans are permitted to smoke 


Cigarettes offered to them by foreign- 


ers, but according to the law must ex- 
change boxes or cartons of cigarettes 
they may receive as gifts for locally 
made brands at any shop selling cigaret- 
les. Suspected smokers of foreign 
cigarettes have had their homes and 
even garbage searched for offending 
packets. Black-market stalls selling for- 
eign foods thrive under the 
blind eye of the authorities, 
but due to the strict rules 
on foreign cigarettes, they 
are rarely seen on sale illeg- 


n the enforcement of the 
law, the government has 
instilled a sense of pat- 
around local 
cigarettes; "I don't like the 


they don't suit our Korean 
tastes," commented an offi- 
cial at the Office of Mono- 


[South] Koreans feel they 
are being patriotic when 


Needless to say, some South 
Koreans regard "patriotic" 
smoking as a bit of a joke, 
but the laws are to be taken 
seriously. Commenting on 
the sacked government officials, Lim 


— Woo Kyu of the Office of Monopoly 


said: "It is natural, because govern- 
ment officials should set an example to 
the rest of us." 

The cigarette industry, with annual 
profits of Won 1 trillion, provides 9% 
of government revenues. If imports 
were allowed, Lim estimates the 
monopoly could lose around 30% of its 
market, and he thinks import liberali- 
sation would also mean a loss in valu- 
able foreign exchange of around US$500 
million a year. "If we were a private 
company we could pursue our own 
policies, but we are subject to govern- 
ment guidelines, and one is the saving 
of currency," he said. Lim cannot pic- 
ture import liberalisation of cigarettes 
until well into the 1990s. He argues 
that licensing arrangements, under 
which US firms would supply the 
monopoly with techniques in flavour- 
ing, blending, and packaging, would 
also simply cost more valuable foreign 
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in debt. 

American cigarette firms claim that 
if the South Koreans were willing to 
import, placing a large tariff on 
cigarettes from abroad, the govern- 
ment would receive the same, if not 
greater revenues as it does now from 
cigarettes. They say that if processing 
and packaging technology were 
brought in, a potentially exportable 
cigarette could be produced in South 
Korea. Lim argues that any imports, 
whatever the revenues in tax, are a 
drain on foreign reserves, and doubts 
that an exportable cigarette is really 
what the foreigners are after. "They 
want to get into our market because 
they dominate everywhere else.” 
South Korea already exports large 
quantities of tobacco leaf, and so the 
offer of export capability is not overly 
alluring. 

South Korean tobacco leaf has a 
reputation for high quality, but 


- # 
for quality. | 





9" 


cigarettes are held in less esteem, due 
to outdated processing techniques. A 
South Korean man who does not 
smoke is an exception, but smoking is 
rare among women; one longtime 
foreign resident of the country went so 
far as to say that he had taken up 
smoking because he felt his business 
relationships with South Koreans 
were vastly improved by the friendly 
ritual of offering and accepting 
cigarettes. 

The stand-off on cigarettes is likely 
to drag on, and due to the extreme con- 
ditions within the South Korean mar- 
ket, it will continue to attract the at- 
tention of the US Government and pri- 
vate companies. For the South Ko- 
reans, the basic logic of the status quo 
— holding down on luxury imports to 
save foreign exchange, and the con- 
tinued existence of the profitable busi- 
ness of making and selling cigarettes 
to a captive market, will not lose its 
pull. o 






O0 ites cigarette manufactur- 
ers could place on South Korea 


Last year 32,843 tonnes « 
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would be to boycott purchases of 


South Korean tobacco. South 
. Korea is the world's sixth larg | 


exporter of tobacco leaf. Exports 
account for roughly half of the to- 
_bacco crop, and around 30% of 
| this amount has gone to the US ir 
recent years. With the curren 
world glut in tobacco leaf showing 
. no signs of abating, such a boycott 
| biens not be difficult, cen accord- 
_ing to representatives of foreign 
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buying is to keep our foo 
door,” he said, “ toe Aa Rr really 
speculating on what we buy here.” 
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down 5%, but still | 
32,000 
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Shangri-La Kuala Lumpur. Open 20 April 1985. 
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4 ShangriLa hotel 


KUALA LUMPUR 











A SHANGRI-LA INTERNATIONAL HOTEL 


722 guest rooms and suites * International Direct Dialling * Colour TV with complimentary in-house movies * Music channels 
e Refrigerator * Mini-bar * Bedside controlled air-conditioning € 24-hour room service * Four restaurants: Japanese, Chinese, 
Continental and 24-hour coffee house * Lobby lounge * Discotheque * Poolside Bar * Businessmen's Bar * m imming and 
wading pools * Tennis and squash courts * Fully-equipped health club ¢ Complete international convention facilities for up 

to 2000 people * 24-hour Business Centre © Shopping gallery. 


Shangri-La, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03) 222 388. Telex: SHNGKL MA 30021 o: 
Shangri-La International: Kuala Lumpur (03) 486 536 è Hong Kong (5) 242 367 * Singapore 338 2250 
* London (01) 581 4217 * USA & Canada (800) 457 5050 è Australia Std free (008) 222 448 * Tokyo (03) 667 7744 


Shangri-La Singapore. Shangri-La Kuala Lumpur (Opening 1985). Shangri-La Beijing (Opening 1985) © Shangri-La Bangkok (Opening 1986) 


F irst Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It’s simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You’re provided with electronic head- pore/Bangkok. And friendly Copenhagen 

phones instead of those old acoustic ones. Airport gives you excellent connections to 
You get everything except a surcharge. all of Europe. 

The fare is normal economy. No more. 


Try us next time you fly to Europe. // Z5. At 
We offer you four weekly connections from | 


The Businessmans Airline 








Currencies Finance”! 
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Asia houses over half of mankind. Everyday events are 
. happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 


p executive or scholar or anyone who has dealings with 
... Asia. Decide for yourself whether any other single 
." medium puts the economic, social and political realities 


"of Asia at your fingertips as does the Asia Yearbook. 


Now In its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
. produce a book that anyone who has any dealings with 
— Asia should have on the bookshelf. 


Features 


um The Asia 1985 Yearbook includes a newcomer to every 
— Chapter — the Databox which gives an instant glance of 


= essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 


== Population, Development Banks, Asian Finance, Asian 
<o Investment, Commodities, Energy, Aviation, Shipping, 
co Trade & Aid, West Asia, South Pacific and Asian 
— Organisations. 


. The main body of the book contains chapters on 31 


< countries. Each is divided into 3 sections — Politics/ 


." Social Affairs, Foreign Relations, Economy/Infrastruc- 
_. ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
Charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

. Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure. The Yearbook gives you localised, 
~ first-hand information on everything from market poten- 
© tial and population trends to foreign aid involvements 





Yearbook - 


and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Heview's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£16.75/S$47/M$50 
Hard Cover: HK$200/US$25.95/£20/S$56.50/M$60 
For airmail delivery, please add: 
HK$45/US$6/£4.50/5$12.50/M$13.50 
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To: Publications Division. 
Far Eastern Economic Review, 
G.P.O. Box 160. 
Hongkong 


Farkastern Economie 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1985 Yearbook (Soft Cover) 

Price: HKS170/US$21.95/£16.75/5$47/M$50 each 
No. of copies — Li by surface 
Asia 1985 Yearbook (Hard Cover) 

Price: HK$200/US$25.95/£20/5$56.50/M$60 each 
No. of copies nde. L3 by surface Lj by airmail’ 
"For airmail delivery. please add: HK$45/USS$6/£4.50/8$12.50/ 
M$13.50 per copy 


L2 by airmail’ 
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We specialize in growth. 


Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bidg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : = 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne 


KOBELCO is under application for worldwide trademark registration. 





It takes a special kind of knowhow 
to cultivate the perfect pearl. 


Great ideas are like pearls. In the beginning, 
they're hardly more than a seed. However, 
given the right kind of environment, 

a good idea can mature into a radiant 
reality. Much like a grain of sand can 
become the perfect pearl. 

At Epson, we know how to cultivate 
the kind of ideas that will produce prod- 
ucts people can trust. We approach every 
idea from the very beginning. We carefully 
evaluate its worth, and before proceeding 
any further, we examine its applicability. 
If we find any flaws, any imperfections, 
we stop. 

Most corporations can dream up ingeni- 
ous product concepts. But what makes 


EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex 3342-214 (EPSON J) 


Epson different from everyone else is 
that we create products for people. 
Almost every single feature on an Epson 
product is designed to make your life 
easier. You'll never spend weeks trying 

to figure out how an Epson product works. 
And you'll never find unnecessary gim- 
micks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference between 
great ideas, and great ideas that work. 
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Portable Computer PX-8 


EPSO 





EPSON ELECTRONICS (SINGAPORE) PTE. LTD.: No. 1 Maritime Square, 02-19 World Trade Centre, Singapore 0409 Phone: 2786071/2 Telex 39536 
EPSON ELECTRONICS TRADING LTD.: Room 411, Tsimshatsui Centre, East Wing 66. Mody Road, Tsimshatsui, Kowloon. Hong Kong Phone. 3-594343/4, 3-7213426/7 Telex: 34714 
EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) 1-8F, K.Y. Wealthy Bidg., 206 Nanking E. Road, Sec. 2. Taipei, Taiwan R.O.C. Phone: (02) 536-4339, 551-6248/9 Telex: 24444 


Pe tween stockbrokers’ offices in Manila 
and Makati'during a recent visit to- 











the Philippines, Shroff found it hard 


dow and begging for money. This 
against the backdrop of squatter set- 
| tlements; ‘street sleepers and other 
manifestations of human misery, 
even in once-select locations such as 
Roxas Boulevard. i 
Yet the factörs which are pushing 
poverty disturbingly to the fore in 
Manila are much.the same as those 
which have all but killed the local 
stockmarkets and sapped business 
activity and confidence. It would be 
fatuous to argue that the gloom of 
brokers and businessmen matches 
the miseries overty and un- 
ig the poor. But for 
| vier is whether 






















ánstituted a very 
icy, to 
TA as the technocrats 


Filipine ^ e a too,” as 
stockbroker Irving Ackerman, a gov- 
ernor of the Makati Stock Exchange, 
commented to Shroff. He is quite 
right. Bo ed funds (for those who 
can act get them) cost about 


here is little point in 
s funding working- 

eeds at fierce rates such as 
these when tight money has also sav- 
aged consumer demand. The result is 


ever more lay-offs and an unemploy- 


ment rate óf'around 30% 

No one càn deny that the economy 
was dangerously awash with liquid- 
ity when thé IMF stepped in: an infla- 
tion rate last year of around 60% is 
evidence eríough of that. But just 
where all thát money came from and, 
more importantly, whether the tap 
has really been turned off, is less ob- 
vious. The official version is that the 
discovery of a gross overstatement of 
Philippine^''foreign-exchange re- 
serves at the end of 1983 naturally 
meant that’ domestic “reserve 
money" (in other words, M1 money 
supply) had been badly underesti- 
mated. Upto'a point perhaps, but the 
more common view in Manila is that 
President Ferdinand Marcos (or Mrs 
REEL ram Mie qnóneysprintide 


cid 


: ind, the Philippine | 


"mop up 





presses hard before the national as- 


sembly elections in May 1984. 
The fear is widespread that the 


 samethirig could happen again with 
to maintain’ concentration on the | 
stockmarket. Each time the taxistop-| ye 
ped at a road jünction, small children | 
would appeár: tapping on the win- 





iie elec jon of - local officials next 
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ity would t be dB v vain. This sort ste cyni- 


| cism about the Marcos regime p 


ee the dc 
mop-up operation 
| cere 20r 


RENIEW GRAPH by Frank Tam 


sued in minimum denominations of 


P500,000 (US$29,411), Jebo bills 
yielded until recently 40% —- for 
those wealthy enough to afford them. 
Now the yield is down to around 26% 
and admittedly well below even the 
targeted inflation of 35% for 1985. 
€ AS Shroff noted, it is hard to con- 
centrate on stockmarket fundamen- 
tals (such as the fact that average 
prices of Philippine stocks are down 
to two or three times earnings and 
blue chips such as San Miguel are 
yielding no less than 15%) when 
faced with the obvious political, eco- 
nomic and social problems. But if 
people such as Prime Minister Cesar 
Virata can hold the economy on its 
present course (with the support of 
the IMF) despite Marcos, or through a 
smooth transition of presidential 
power, the market looks promising. 
Manila Stock Exchange president 


Fred Hagedorn acknowledges the | 


bear factors but is bullish about the 











thirds of the total 10 





to har den. Some p {th 
lion which the respe 
Research and Commu 
estimates fled the countrs 
1979 and 1983 — much ofit 1 
the Chincsequi Binondo blat 
ket in Manila — is returning: 

The Binondo rate has fallen: i 
around US$1: P24 last i 
US$1:P18 now — very c 
ficial rate. Jobo bills ar 
corporations which eai 
money out of the stockm 
put itoffshore are now p 
the fixed-interest market 












































working capital by ; 
rather than paying 50% for bor 
money. 


A little of the money iz j 
way into the stockmarket (a i 
conduit for laundering ilHcit f 
capital back into the svstem). : 
market is at a 25-year low 
















around P100,000 a day co 
with P100 million a day in thee 
market of 1976. The market ha 
on a downtrend since 1981 wi 
decline of gold, copper, cotor 
sugar prices but dex 
turned to fall with the ¢ 
economic crises of ; 98 tá. Oniy f 
ü broke 8 4 
Manila and Makati exchang 

tive and all are said to be lo 
money, 
9€ A FEW mining stocks i 
Philex and Lepanto are à 
move again, though volume r 
very low. The market will not me 
much until foreigners come b: 
their chief worry is the ability tö. 
invested money out of the Phil 
pines, In theory remittances ar 
permitted, but the central bank is ne 
processing permissions even th: 
the commercial banks are awash wit 
US dollars. A ballpark estimate : 
et. some #110 mon ot Aide 
























Corp thee and n not earning interes 
— though some, pa Jardine Fleming, 
have reinvested in local stocks. And’ 
peso holders can buy US dollar Cen- | 
tral Bank Notes of Indebtedness 
yielding a percentage over London 
inter-bank rates. 

The government has many other 
things on its hands but it w ould do - 
well to give priority to improving all 
aspects of the stockmarket env po 
ment — market re gulati on as well 
freeing up foreign-exchange tran 
tions. The over-borrowed Philippi: 
(in a corporate as well as soveret 
state sense) needs all the equity 
vestment it can get. 
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Hyundai Motor prepares 
_ to ride into the US on 
i the back of its new Pony 


By Paul Ensor in Seoul 
H yundai Motor Corp. is developing 
its sales base in the United States, 
hiring and scouting for local sales di- 
rectors, and will open a central 
liaison office in Chicago within the 
next month or so. However, company 
spokesmen have been reticent on re- 
ports from the US (Review, 7 Feb.) 
that the company is planning to start 
its first assault on the US market this 
year, insisting that 1986 is the target. 
At the same time, Hyundai will 
continue to sell its cars in Europe and 
in Canada — which has become its 
major export market, absorbing more 
than 25,000 units last year. In addi- 
tion to the subcompact Pony, Hyun- 
dai is exporting its four-door com- 
pact, the Stellar, to Canada. But the 
up-market Stellar is unlikely to be 
the runaway success that the very 
price-competitive Pony has been. 


ENERGY 





Generating controversy 
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The Pony Excel: fitted for the US market. 


To boost its position in the Cana- 
dian market, Hyundai has announced 
plans to invest €C$2.5 million 
(US$1.89 million) in an Ontario plant 
producing electrical automotive 
parts. The move appears to be largely 
political for the South Koreans who 
are eager to show their commitment 
to Canada and to prevent any 
backlash against the sudden success 
of their cars. This contrasts with Ja- 
panese car manuf who have 
resisted investing in Canada. 

Hyundai Motor recently celebrated 
the launch of its new model, the Pony 
Excel at the opening of its new fac- 
tory in Ulsan, about 400 km south of 
Seoul. The new plant will have a pro- 
ductive capacity of 300,000 vehicles a 
year by 1986, a third of which it hopes 
to export. The Excel is the first car to 





India’s nuclear-power programme moves towards formal cabinet 
approval, with critics already making predictions of delays 


By Mohan Ram in New Delhi 

ndia will make a quantum leap into 

the nuclear future if a Rs 139 billion 
(US$11 billion) plan now before the 
cabinet receives formal clearance. 
Under the programme (first drawn up 
in 1980), 22 new nuclear reactors are to 
be constructed in clusters, with work 
to begin on 18 reactors during the next 
five years. The reactors will increase 
the country's nuclear-power genera- 
tion capabilities to 10 gW by the end of 
the century from 1.1 gW at present. 

The beginning of the nuclear-build- 
ing programme coincides with that of 
the seventh five-year plan (commenc- 
ing 1 April). Besides the envisaged 12 
235-mW reactors and 10 500-mW 
units, work on related facilities for 
waste disposal, fuel fabrication and 
heavy-water production will be car- 
ried out. India currently has five nu- 
clear units on line, and a 13-mW fast- 
breeder test reactor is to be commis- 
sioned this year in Madras, making 
India the seventh nation to have a fast- 
breeder reactor. 


74 


But past delays in nuclear-construc- 
tion plans have already led critics to 
predict problems. They cite a 1969 de- 
cision as an example. In that year, two 
210-mW light-water reactors using en- 
riched uranium were commissioned at 
Tarapur under a turnkey project by an 
American firm. India's Atomic Energy 
Commission (AEC) drew up a plan to 
expand Tarapur and raise the capacity 
to 2.7 gW by 1979. It was also decided 
that all future reactors would be based 
on heavy water and use natural 
uranium. (India does not have the 
capability to enrich uranium and the 
fuel for Tarapur is imported.) 

All that was added during the dec- 
ade was the first of the two 220-mW 
reactors at Kota in 1973. The Canadian 
Government-owned Atomic Energy 
Canada involved in the project aban- 
doned the second unit because Canada 
suspected that material from the first 
reactor was being clandestinely di- 
verted for India's first nuclear test 
explosion at Pokhran in 1974. India 


roll out of Hyundai équipped with the 
safety and environmental fittings 
necessary to enter the US market, 
which is clearly where planners hope - 
it will be sold in the future. 

The Excel is a logical development 
from the Pony, with a number of im- 
provements — the new car has front- 

ased on a 
Motors in 


Hyundai Motor), and - 

fuel efficient. It will be: ace with 
1,300 cc and 1,500 cc ei 
list price of Won 
ipu ie for the 
model, the new c j 
dearer than the ar ony, the 
Pony II, which ae 3.6 mil- 
lion. Punitive nestic car; pore 


40% to all domesti 





had difficulty completing the second 
unit at Kota on its own. 

As if to make up for lost time, the 
AEC drew up in 1980 a 20-year plan ' 
setting a target of 10 gW by the year 
2000. But the Planning Commission 
shot it down, saying that India could 
not master the necessary. technology 
due to the restrictions imposed by the 
United States and other nuclear pow- 
ers. India has not signed the Nuclear 
Non-Proliferation Treaty because it 
thinks the pact discriminates against 
nuclear have-nots. It haàs$'not accepted 
full-scope safeguards either. 


fter the Canadian firm pulled out, 

India decided to go it alone and 
completed the second Kota unit (with 
great difficulty) in 1981: All reactors 
thereafter were to be domestically de- 
signed and built, with 235-mW capacity 
based on the heavy-water, natural- 
uranium fuel cycle employed in the 
Canadian-designed reactors. Unlike 
the Tarapur and Kota units, all the new 
reactors were outside" international 
safeguards. Lack of expérience and the 
political decision not. to seek any 
foreign assistance or fuel for the new 
plants was mainly responsible for the 
nine-year delay in the commissioning 
of the first Indian-designed and -built 
reactor at Madras, which has been 
functioning since July 1983. The sec- 
ond all-Indian unit is expected to be 
ready late this year. In addition, two 
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i on g of the first Mad- 
ras unit, perhaps the first indigenously 
built in the Third World, has been cited 
as proof that India’s nuclear technol- 










ogy has bec Sophisticated enough 
to set up a power station. It also dem- 
onstrated the Ity of Indian industry 
to support uclear-power pro- 


gramme. de 

M. R. Srinivasan, chairman of the 
Nuclear Power Board, thinks the pro- 
gramme is now moving from dormancy 
to growth. There has been a remark- 
able shift in, the,thinking of the AEC, 
for only about.a year ago it was consid- 
ering the impontjof light-water reac- 
tors because of; the inordinate delay in 
commissioning; of Indian-built reac- 
tors. But light4water reactors would 
have meant, importing fuel, with the 
attendant safeguards, necessitating a 
major policy re- 
versal. But now 
the AEC is confi- 
dent of achieving 
its target with- 
out deviating 
from the heavy- 
water, natural- 
uranium route, 


upporters of 

the program- 
me claim that 
there would be 
no delays in put- 
ting up new reac- 
tors, because by 
setting up the 
Madras station, 
India has gained 
experience with 
reactors of the 
standard 235- 
mW capacity. 
They also say that the long-term flow 
of orders for such reactors would give 
sufficient time to manufacture com- 
ponents. 

The 500-mW reactor is a similar 
story. The. design is expected to be 
ready within five years, and its fabri- 
cation is considered to present no 
problems beyond those encountered 
with the 235-mW reactors. So, the AEC 
hopes the new plants will come on 
stream on schedule to achieve the 
target. The total power-generation ca- 
pacity (hydrothermal and nuclear) by 
the end of the century is expected to 
touch 100 gW, against about 43 gW 
now. 

Once the generation target has been 
achieved, India’s nuclear programme 
will concentrate on fast-breeder reac- 
tors, fuelled with plutonium yielded by 
the present-generation reactors, be- 
ginning with the first unit at Madras. 
(Spent fuel from the Kota units cannot 
be used for breeder reactors.) Designs 
for proposed 500-mW fast-breeder 
reactors are to be ready by the end of 
the century. oO 
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Intermodal transport. It's safer 
and more efficient than anything 
yet devised. Ship, air, rail and 
road links are utilized to maxi- 
mum effect, getting consign- 
ments to their destinations in the 
shortest time, and at the minimum 
cost. NYK's intermodal transport 
service is just one of the ways 
we are working to improve 
cargo handling. Another is 







better communications. offer customers in our 

Over 40 NYK ships carry ^ | *e&. 100th year of operation 

INMARSAT satellite gn N 

communications equip- = C Dhurtiegg i cours Ar htmarrim 

ment. We can keep in "T arm 
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Stead office: 3-2, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100, Japan | 
Jakarta: Nusantara Building, 27th Floor, JL. M. H. Thamrin, No. 59, Jakarta, indonesia Tel: 336128, 336328 
BAffiliates: Honk Kong: NYK LINE (Hong Kong) Lid., Adrniralty Centre Tower One, 31st Floor 
Road, Hong Kong Tel: 5-295541 Bangkok: NYK. (Thailand) Co., Lid. 1041 Silom Road, Bangkok = Ir 
Tel: 233-8553-5 Singapore: NYK. Line (Singapore) Pte. Lid., 7! Robinson Road, 403-02 Crosby 
Singapore D106, Singapore Tel: 2227742 B Agents: Port Kelang Borneo Shipping (a Division of Borneo 
Co., (1975) Sdn. Bhd.) No. A44 Wisma Kontena (A) North Port, P.O. Box No. 31 Port Kelang, West Malaysia let 
388786 Jakarta PIT! Djakarta Lloyd, Foreign Agencies Division, Sarinah Building 1th Floor Jalan MH 


Thamrin No. 11, Jakarta Pusal, PO. Box 237/JKT Indonesia Tel: 323008 Bangkok: Borneo Services Lid., 1041 
Silom Road, Bangkok 5. Thailand Tel: 234-2080 Singapore Borneo Shipping Pte. Lid., 71, Robinson Road 
#03-02 Crosby House, Singapore 0106, Singapore Tel: 22464 92 
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Ihe timely new way 


to move cargo 


INTERMODAL 





shipments all the way — and 
receive and act on their latest 
instructions promptly Then there 
is the diversity of the NYK fleet 
Thanks to the variety of vessels, 
we can handle just about any type 
of cargo under the sun, from 
heavy plant equipment to livestock 
These are just three examples 
of the fully comprehensive 
shipping services we can 
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T James Clad in Kuala Lumpur 


sean economic and trade ministers 

| have been offered greater Ameri- 
an trade cooperation, on condition 
ey support United States positions 


| agains European Economic Commu- 


agricultural-trade restrictions, 
sources here have told the Review. The 
offer was made by US Trade Represen- 
tative William Brock to an Asean eco- 
nomic summit in Kuala Lumpur on 7-8 
during which ministers 
from thesix-nation group also discuss- 
ed joint ventures and aired their com- 
plaints about trade with Japan. 

Brock was keen to explore Asean 
views on a new global round of trade 
talks under the General Agreement on 
Tariffs and Trade later this year. The 
top US trade official, who made a 
Stopover in Malaysia en route to 
Tokyo, was well received, by most ac- 
though questioned by the 
Asean ministers about Washington's 
countervailing duties against Asean 
textiles, about the new US Generalised 
System of Preferences and about Ame- 
rican interest-rate policy. 

His bid for Asean support was seen 
as part of a wider contest. "Brock 
seemed fed up with the Europeans," 
said a source, "and he stressed com- 
mon US-Asean interests, especially in 
agriculture, vis-à-vis the EEC." 

In contrast to Brock's concerns, sev- 
eral ministers told the REVIEW that 


sentiment ran high against Japan dur- | 


ing the gathering. In closed session, 
some delegations described Japan's 


— package last December to liberalise 
access for 


developing. countries as 
"more of a help to developed-country 
The final 


- Statement echoed the hardening views, 


slamming Tokyo's “so-called market- 
opening measures.” 

The US trade deficit and its new 
shipping law also caused concern. Al- 
though not resolving the issues (the 
ministers’ final statement criticised 
countervailing duties and discriminat- 
ory US treatment of Asean shipping 
lines), Brock was seen as being serious 
about trying to remove impediments. 

Brock explored Asean's receptive- 
ness to a scheme similar to the recently 
concluded US Reciprocal Trading Ar- 
rangement (RTA) with Israel. The RTA 
is to facilitate trade, in part by dis- 
pensing with normal tariff criteria 
applied to US imports from Israel. Al- 
though prepared to discuss in outline a 
possible shape for an RTA, the REVIEW 
understands Brock found Asean 
ministers reluctant to use the word 
“reciprocal” — for fear of being mis- 
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construed by third parties. In its lace 
however, an Asean-US initiative with 
the same objectives) will get ‘under- 
way. In July, a US technical , Working 
committee will meet Asean | Tepresen- 
tatives with more specific proposals. 
Many uncertainties apparently hang 
over the initiative, not least differences 


in opinion among the Asean countries | 


about which path — bilateral or multi- 
lateral — should be explored first. 
Some suggest an all-Asean agreement 
as the first step — with the skeleton 
fleshed out by substantive, one-on-one 
bilateral RTAs. Singapore is believed 
to favour this approach. Othérs want 
across-the-board undertakings with 
all Asean countries mirrored in each 
one-on-one agreement with the US. 
On commodity questions, the minis- 
ters privately decided to stick with the 
current agreement involving Asean 
consultation prior to US General Ser- 
vices Administration sales of tin. They 
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also decided, again without publicity, 
to adopt a common negotiating stance 
in the forthcoming renegotiation exer- 
cise for the International Natural Rub- 
ber Organisation. 

Sources also said that the ministers 
decided to hold a summit with their 
EEC counterparts "not later than Oc- 
tober," while an equivalent gathering 
with Japanese ministers hàs been sche- 
duled for 27-28 June in Tokyo. The 
Asean-Japan Economic - Ministers’ 
Meeting will be preceded by an Asean 
Senior Officials’ . conference in 
Bangkok from 2-3 May to prepare a 
common negotiating stance. This is 
likely, sources said, to be “very tough 

-about as tough as we have ever been 
with Tokyo.” 
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Flouting conventions 


The yen disappoints expectations — and foreign-exchange 
dealers — as it falls victim to the US dollar's climb 


By Charles Smith in Tokyo 


apan's conventional wisdom about 

the yen, which has been notoriously 
erratic in recent years, seems to have 
been proven wrong again, At the be- 
ginning of December, when the ven 
stood at around ¥247:US$1, a major- 
ity of foreign-exchange analysts ex- 
pected a short- or medium-term 
strengthening in the exchange rate, 
with the yen perhaps reaching the mid- 
230s by this month or next. What hap- 
pened was the reverse. The yen hit its 
lowest point of the year just before the 
end of 1984 and has kept falling, to 
US$1:¥262 by 13 February — which 
was about a 30-month low. 

The yen's failure to follow expecta- 
tions seems to have caused heavy losses 
to importing industries — oil refining 
in particular — which refrained from 
hedging dollar obligations in the for- 
ward market during December so as to 
maximise profits on the cheap dollars 
expected to be available in January. 
Oil refiners and other materials im- 
porters are now said to be scrambling 
for spot yen on the Tokyo foreign-ex- 
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change market — thereby weakening 
the yen even further and frustrating ef- 
forts by the Bank of Japàn (BoJ, the 
central bank) to halt the market slide 
through intervention, 

So far there has not been much inter- 
vention. BoJ sold some US$300 million 
over a five-day period in the week be- 
ginning 4 February, against daily aver- 
age turnover approaching US$3 bil- 
lion during the same period. Mean- 
while, bankers and tràding company 
executives who apparently gave the 
wrong advice in Deceriiber to their 
manufacturing clients, have been 
wondering what went wring. 

The starting sois Dahan Ace dieta MR A anc cR for any debate 
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» Charles Smith writes from Tokyo: In 
his subsequent visit to Japan, Brock 
warned Japanese Prime Minister 
Yasuhiro Nakasone of rising protec- 
tionist pressures in the US. He also ac- 


cused Japan of “lack of will” to pro- 
mote imports and suggested that Japan 
could run up a US$450 billion current- 
account surplus between 1983 and 
1990. Nakasone told Brock that Japan 
was moving to settle its trade problems 
with the US in accordance with the 
programme agreed at the summit with 
US President Ronald Reagan in 
January. This plan calls for Japan to 
produce a trade-liberalisation pack- 
age by the end of March focusing 
on computers, phone equipment, phar- 
maceuticals and forest products. 


E 


about the causes of the yen's recent 
weakness would seem to be the mas- 
sive outflow of long-term capital from 
Japan. This offset the 1984 current-ac- 
count surplus and produced a sizable 
deficit in the basic balance of pay- 
ments. Japanese economists until re- 
cently attributed the outflow to in- 
terest-rate differentials between 
Japan and the United States, and thus 
concluded in December that a narrow- 
ing of the differentials heralded a heal- 
thier long-term capital balance and a 
stronger yen. 

When the December balance-of- 
payment figures revealed an outflow 
on the long-term capital account of 
US$8.39 billion (the year's largest and 
equivalent to more than three-quar- 
ters of the 1983 outflow), opinions had 
to be revised in a hurry. The latest doc- 
trine would appear to be that long- 
term capital outflow — 1984 style — re- 
flects something more fundamental 
and possibly more worrying than in- 
terest-rate differentials. The new cul- 
prit is the alleged inability of Japanese 
manufacturing companies to find suit- 
able uses for their surplus funds within 
the domestic economy. 

Japanese private corporations (as 
opposed to banks and insurance com- 
panies) apparently began investing ac- 
tively overseas soon after the liberali- 
sation of foreign-exchange controls at 
the end of 1980 removed barriers to this 
kind of activity. But many analysts be- 
lieve that the companies' contribution 


_ 


FAR EASTERN ECONOMIC REVIEW e 21 FEBRUARY 1985 


be xt 


| B UY t TJ 
M? alaysit P? Pins Minister Datuk 
Seri Mahathir Mohamad sur- 
prised some participants at the 17th 
Asean Economic Ministers' Meeting 
in Kuala Lumpur when he opened the 
session with some blunt words. "In 
the field of [Asean's] economic and 
trade cooperation," he said, "the 
achievement has been mediocre or 
worse." He cited a "proliferation of 
committees" which have yielded lit- 
tle result. The announced results of 
the session may confirm his dim as- 
sessment. The ministers' decisions 
showed scant regard for Mahathir's 
suggestions, which included: 
» Setting up an Asean databank to 
catalogue trade data. 
» Boosting Asean coordination on 
marketing commodities. 
» Using Asean's annual purchasing 
power (which Mahathir estimated at 
USS70 billion) to force open de- 
veloped-country markets. 

Only one of Mahathir's suggestions 
(finding new ways to boost intra-re- 
gional trade) got a direct response 
from the ministers — who promptly 
delegated the task to a committee. 

Despite the glacial pace on the big 
issues however, the 18 finance, trade, 





to overall investment flows has grown 
sharply in the fairly recent past. Fac- 
tors which could be expected to have 
caused this include the record profits 
earned by Japanese industry in the 
period ended March 1984 (REVIEW, 6 
Dec. '84) and the further record scored 
in September. 

A second point seems to be that a 
structural imbalance has begun to ap- 
pear between the profitability of manu- 
facturing industry in Japan and its 
opportunities for investment in plant 
and equipment. Leading companies in 


very profitable industries such as vehi- | 


cles and electronics have had surplus 
funds to invest for some time — but the 
number of companies in this enviable 
situation is now rising rapidly. 
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dovelopiseut) ae! and 
ministers from the six nations i | 
proved three new Asean indus 
joint venture (AIJV) projects, anda 
cepted an across-the-board 25%. 
tariff cut on all items with import 
values above US$10 million. Th 
also agreed that each country's pri 
vate-car drivers’ licences will be ac- 
cepted throughout Asean. 

Two AIJVs will be sited in Thailand 
and one in Malaysia. AIJV status en- 
titles a project to preferential-tariff 
treatment. The ventures are: A 
» An abattoir, 54% owned by 
land’s Mah Boonkrong Co. and 16% 
by the Philippines’ RFM Corp., w 

will butcher 216,000 pigs and 60,0 
cattle a year for the Philippines. 

» A feldspar mill which links dd 
equity Thai partner Pacific Imtex t 
40% shareholder PT Angsa Raya ¢ 
Indonesia. It will import quartz-pre-. 
duction waste from feldspar process- - 
ing, which can be used in ceramics. — 
» Aspecialised paper mill — to 
various forms of "security" 

paper for deeds and share certificates. 
— which will cost about US$47.4 pem 
lion. Malaysia will hold 51% of ti 
equity. — JAMES 
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ture would be very foolhardy indeed 

One point which suggests caution is 
that many companies may still have a 
backlog of funds invested at low re- 
turns within Japan that could profita- 
bly be shifted abroad. A second prob- 
lem is that, as profits shrink in the lat- 
ter half of 1985, so may opportunities 
for direct investment in Japan (for 
example, in plant and equipment) 

An ironic point about the outgoing 
behaviour of Japanese manufacturing 
companies is that, during the past year, 


| the US private sector has disinvested 





he warnings now being mouthed by | 


Japanese economists about the 
chronic tendency of Japanese manufac- 
turers to invest in foreign securities 
have been counterbalanced by a few 
comforting words about the immediate 
future. Most firms in Japan normally 
indulge in some profit-taking on their 
investments in March as part of the fis- 
cal end-year window-dressing. 

Apart from this strictly seasonal fac- 
tor, it looks as if industrial profits may 
be up only modestly in March while a 
fairly sharp fall seems likely in Sep- 
tember. However, anyone who con- 
cluded from this that Japanese com- 
panies were likely to go into reverse 
as overseas investors in the near fu- 





abroad, selling their foreign assets and 
repatriating the proceeds in US dol- 
lars. Figures published by the US Fed- 
eral Reserve Board show that, whereas 


| the external assets of the US private 


sector grew by US$107.8 billion in 1982 
and by US$43.3 billion in 1983 they 
shrank last year by US$2.3 billion 
The buffeting Japanese foreign-ex- 
change experts have received recently 
and the all-too-evident clouds 
hanging over the market in 1985 
mean that very few economists today 
are willing to forecast that 1985 will be 
the year when the finally comes 
into its own, reaching what is regarded 


ven 


as a "reasonable" exchange rate of 
US$1:*X220 or less. But the experts re- 
tain their faith that one day the yen 


will receive the respect that is due to it. 
Meanwhile, Japan takes what comfort 
it can from the fact no other major 
world currency has fallen less against 
the dollar in the past 12 months. 
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P _ Worry over short-term pressures on the Australian dollar 


— masks deep-seated problems with foreign borrowing 


— By Philip Bowring in Sydney 

i A sharp decline in the Australian 

— M" dollar has renewed concern about 

T the size of the current-account deficit 

—and the vulnerability of the currency to 

"a sudden loss of confidence, or 

M speculative attack. In fact, the decline 

— has not been quite as sharp as it seems. 

— Against the most widely quoted mea- 

T sure — the US dollar — the fall has 
been striking — from 83 US cents at 

— the beginning of the year to 75 cents on 
—— 12 February. But on a trade-weighted 
— basis the decline has been modest — 
—— from 81 cents at the end of January to 
T 16 cents two weeks later. Although hit- 
T ting an all-time low against the yen of 
— —A$1:Y196 on 12 February, it has been 

T fairly steady against European curren- 

2 cies. 

— — Inthe short term, the Australian dol- 

— lar’s problems are due largely to the 
T speculative strength of the United 
"States currency worldwide. (A second- 

— ary factor has been lower short-term 
interest rates caused by a strike of pub- 

— lie servants affecting tax collection.) 

— But if the currency performance has 

"been nowhere near as bad as headlines 

— have suggested, recent events have 

— been a reminder that Australia cannot 

T finance (largely with bank loans) a de- 

7 ficit of the present magnitude over an 

— extended period without exposing it- 

= self to major exchange-rate shocks. 

k This fiscal year (ending 30 June) the 
current-account deficit could well top 
A$10 billion (US$7.7 billion), or more 
than 5% of gross domestic product. Al- 
though Australia finds it all too easy to 

| borrow, the vulnerability of the capital 

—— — account in a free-float situation where 

ax large capital inflow is required is re- 

[4 flected in interest rates. 

At around 7.5%, Australia's real in- 
terest rate is among the highest of all 
OECD countries, matched only by 
those of crisis-hit sterling. To some ex- 
tent they reflect lack of confidence that 
inflation, now down to 5%, will not be 
forced up again by wage pressures or 


E: 
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relaxation in monetary policy. (Speci- 
fic M3 targeting has been quietly aban- 
doned because changes in intermedia- 
tion make the figures unreliable.) More 
important is the size of the budget de- 
ficit. Although lower than a year ago, it 
is (18 months after the recession bot- 
tomed) still more than 3% of GDP. The 
total public-sector borrowing require- 
ment is around 7%. But there is also an 
implied exchange risk premium. 

Treasurer Paul Keating would 
dearly like to see lower interest rates 
give some impetus to a flagging re- 
covery which is now 18 months old. 
But it is questionable whether this can 
be achieved without a further weaken- 
ing of the currency, which would en- 
danger success against inflation. A 
gradual decline in the Australian dol- 
lar is probably acceptable, and might 
even be welcomed as improving 
domestic competitiveness and helping 
employment. 

The strength of capital inflow during 
the past three years, partly reflecting 
Australia’s image as a safe haven for 
banks short of quality borrowers, has 
eroded competi- 
tiveness and fi- 
nanced excessive 
consumption. In % 
fact, the trade- 
weighted average 
is only now back to 
where it was after 
the 10% devalua- 
tion instituted by 
the Labor govern- 
ment when it came 
to power in March 
1983. That was 
soon eroded by 
massive capital in- 
flow — much of it 
speculative — 
which eventually 
forced the floating 
of the currency in 
December 1983. 
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turn into routs. 
A Trade Development 
Council report on invisi- 
bles last year warned that 
unless fundamental. ad- 
justments were made to 
redress, the current- 
account imbalance, mar- 
ket forces might find their 
own solution "involving a 
spectacular loss of confi- 
dence in the Australian 
dollar and all the difficul- 
ties for economic management that en- 
tails." That may be alarmist special 
pleading. Massive exchange reserves 
(A$12 billion, equal to 15 months of the 
current deficit level) appear to provide 
an adequate cushion against a sudden 
loss of confidence. However, private- 
sector loans have increased in such a 
rapid and volatile manner and if either 
foreign lenders lose faith or local bor- 
rowers — sensing the Australian dollar 
is on the slide — seek to repay foreign 
debt and refinance locally, turmoil 
could ensue. 

The sober official view is that pro- 
vided Australia pursues sound overall 
economic management, the markets 
will retain their confidence while the 
deficits will not remain so high as to re- 
quire imprudent financing. Put 
another way, if wage inflation can be 
kept down and there is a serious effort 
to rein in the government's deficit, the 
external accounts will find their own 
equilibrium. In broad economic terms 
this may be true. But forex markets are 
often swayed by simpler arithmetic 
and seldom convinced of the political 
will of governments to cut deficits. 










t present it is debatable what part 

of the deficit is structural and what 
cyclical. Although a substantial rise in 
the current-account deficit had been 
expected for fiscal 1984-85 from last 
year’s A$6.7 billion, as imports rose in 
response to economic recovery, the 
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worse. “The six months 1970s, borrowing was divided about 




























to December saw a M equally between the public and privat 
A$4.8 billion deficit,so | 1981-87 sectors. The former was invariably” 
A$10 billion, or more | 1982-83 long term and often undertaken speci-— 
than 5% of GDP, for aee fically for balance-of-payments pur 


poses. But while private borrowing has” 
zoomed, outstanding Commonwealth 


the full year is not im- 








* First six months. 


possible. 

Optimists see this as 
a temporary phenome- 
non. Combination of a 
cyclical recovery in commodity prices 
with increased volumes as long- 
gestation mineral investments, such 
as the massive North West Shelf gas 
exports, come On stream will enable 
the deficit to return to historically 
average levels of around 2:5% of GDP 
or even much less. On this basis, 
the nation could readily sustain a 
A$10 billion deficit for another year 
or so in the expectation of a sharp 
turnaround later. 

Pessimists suggest that much of the 
volume growth in exports has already 
happened, so the future is dependent 
largely on prices. Exports in the six 
months to December were up 18% des- 
pite price falls. Although this partly 
reflected the recovery of farm exports 
after a sustained drought, one-off min- 
eral increases were also a factor. Coal 
export earnings rose 40%, reflecting 
new mines and contracts coming into 
operation, but the rise was all ac- 
counted for by volume. 

For many, the worrying aspect of the 
situation is not the size of the deficit 
but the economic background and the 
way it is being financed. Firstly, the 
deficits averaging 2.5-3% of GDP in 
the 1960s and 1970s were accompanied 
by growth averaging 4.5%. The under- 
lying rate in recent years has been 
about half that. Furthermore, despite 
the 1981-83 boom in mineral projects, 
investment has been weak and savings 
even weaker. Although business pro- 
fits have recovered sharply in the past 
18 months, they are still far from 
adequate. 
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Australia thus has been importing 
capital at a rate more appropriate to 
the top rank of developing countries 
than to an economy with only moder- 
ate growth. Although external debt as 
a proportion of GDP is still relatively 
modest (A$43 billion or 23% of GDP) 
by developing-country standards, it 
represents a much higher proportion of 
export receipts (160%) than either 
South Korea or Malaysia. The interest 
burden alone is even more striking — 
lilely to be some A$4 billion, or some 
12% of exports of goods and services. 


yclical recovery in prices may 

arrive in time to halt or reverse the 
debt tide. But that is for the future. 
The present is that Australia has gone 
from equity to debt finance just at 
the time when real interest rates have 
been at very high levels. Until the 
late 1970s, the current deficit was met 
largely through di- 
rect investment. This 
may have had disad- 
vantages in terms of 
national ownership 
of assets, but di- 
vidend remittances 
— unlike the con- 
tractual burden of 
interest payments — 
only followed pro- 
fitability. And pro- 
fits were often re- 
tained so cash out- 
flows were substan- 
tially less than the 
balance-of-payments 
figures 
Now, dividends are 
dwarfed by interest 
payments which have 
overtaken transport 
as the largest con- 
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suggested. | 


foreign debt has been held relatively 
stable at around 3.5% of GDP and is 


not significant in total capital flows. — 


The only new element in Commone- 


wealth borrowing has been the foreign 


(mostly Japanese) purchases of Aus-— 


tralian dollar issues: though now run- 


ning at around A$1 billion a year, itis 
not a major factor either in financing — 
the budget or current-account deficit. — 


Some argue that private foreign bor= © 
rowing is less dangerous than public. Tt © 


is mostly directly related to productive 


d 


investments, and often those earning - n". 


foreign currency. And if the enterprise 


fails, it is the lender, not the nation, © 


which suffers. However. 


private debt aggregates say nothing © 


about the terms of borrowings, they” 
can be assumed to be much less stable 


than Commonwealth debt issues mar- 


keted outside Australia. 


Although the overall invisibles ac- ^ 


count has deteriorated only from ~ 
around 3% to 4% of GDP, its composi- — 
tion has moved away from payments — 
linked to profits or volume to interest. 


though the = 


3 
- 


Mean while, the overall performance of ~ 
the visible trade account, by and large, - 


has been abysmal. Once visible trade - 
was almost invariably in surplus. Buta 
if the second half of 1984-85 is like the — 
first, this year will make four out of 
five years of visibles deficit. 


Various explanations can be pro- - 


vided for this, but even taking world 
recession, commodity prices and ~ 


1 


drought into account, it is a dismal 7 
| performance for an energy- and re- 


source-rich nation. At least some of the 
blame must lie with the exaggerated — 
expectations of the reource boom. That 
exacerbated capital inflow, which in 
turn overvalued the Australian dollar, 
put many out of work and contributed 
to the government deficits which keep 
interest rates and capital flow high, 
and keep profits and investment low. 
Although the past year has seen a surge 
in exports, imports have risen more re- 
markably — by 
to December — and import penetra- 
tion of consumer markets has jumped. 

All things considered, though Aus- 
tralia's current account has plenty of 
scope for fast recovery, a modest bat- 
tering for the Australian currency may 
be timely and salutary. Prime Minister 
Bob Hawke may have charisma, but 
only US President Ronald Reagan 
seems able to achieve the miraculous 
— simultaneous rises in budget and 
trade deficits and the currency. The 
markets which have lifted Reagan to- 
wards heaven may keep Hawke's feet 
on the ground. Oo 
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you cannot afford to pass . 


The People’s 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
400 b/w illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 





The 970-page People’s Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 


What is it? 

The result of thousands of man-hours, the People’s Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 
photos makes the book enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 


| address. 


The Annals of 
China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 
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This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 

What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 

How to get it 


Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 





your local currency) per copy. 
Order both books and save US$25. Clip and mail this coupon today! Send to: 
| Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. i 
| A) D Please send ........ copy(s) of | B) CO Please send .4...-. copy(s) of | Buy both and save US$25 | 
The People's Republic of | The Annals of China’s 
| China Year-Book 1984 for Enterprise Register 1984 for | C) CO Please send ........ set(s) of both | 
| which I enclose US$75 per | which I enclose US$80 per The People’s Republic of China | 
copy. For surface mail delivery | copy. For surface mail delivery Year-Book 1984 and Annals of 
| add US$10. for airmail add US$12. for airmail | China's Enterprise Register 1984 | 
| delivery add US$22. | delivery add US$25. for which I enclose US$130 per 
| | set. For surface mail delivery add 
US$22, for airmail delivery add 
| BEEN" IRONIC Og) EAM TATE oa d S.0's, St eee eR Wr e re SEE | US$37. | 
| B RT UD T N E EE SE ETSAI EAE CA | | 
GENCIDMUC o o0 mm UEM | RO221CYER A 
You may forward payment in equivalent local currency. 
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igkong based Chuang s (Hold- 


| cently both ré ni dh dr 


PE : Mapas 
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llion e 1 


ary pains of 
prófit would 
illion compared 
lion a year ago. 

Earnings à before extraor- 
| dinaries fell to 3.1 HK cents from 9.4 


HK$2. 55 





cents. Turnover.dipped to HK$28.5. 


million from HK$147.1 million par tly 
as aresult of the hiving off of Lambda 
. | in August. 1983.0 ver the year to Sep- 
-| tember, Chuang 
| 75% stake in Lattibda to 40% to im- 

| prove its cash flow. 





Lambda's interim profits plunged. 


.| 54% to HK$8.33. million largely as a 
' result of faltering orders for tele- 
phone equipment. from major mar- 


kets, aggravated by the restructuring 


of a major. United. States customer. 

Neither Chuang's nor Lambda will 
pay interim dividends. Prospects for 
the former ,will depend on the 
strengthening of the Hongkong prop- 


erty market'ánd the latter on the eco- 


nomic HERT O7 its major export mar- 
kets. sub y 


FAI i insurance rockets 

Australia's FAI Insurances made a 
net profit of A$13.16 million 
(US$10.7 million) in the half year.to 








31 Dec., up. 1 (22% from the compara- 


‘| ble period. à year earlier, on gross 


‘revenue that increased by 50% to | 


 A$114.4 million. Chairman Larry 


Adler said dividend income from the 
insurer's investment portfolio, worth 


A$146 million at balance date, had 
contributed greatly. FAI has been an 
active force in Australian stockmar- 


kets, with substantial holdings in re- 


tailers Waltons Bond and the Myer 


, Emporium. | — HAMISH McDONALD 
3 uid RE 


Loan losses hit PNB 


 Bad-loan “aéeounts pushed state- 
owned Philippine National Bank 
'(PNB) to a net loss of P1.1 billion 
.(US$61.1 million) for 1984 from a net 

—. | income of P234 million in 1983. PNB 
| president Placido Mapa Jr said the 
big deficit was more than covered by 








accounts, including an. Re 


I ings) and its sister company, the re- 


theHongkong 
forthe sale of 


ee “has reduced its | 


— ELIZABETH CHENG | 


increases in cà jital stock and surplus ` 


ing th | bd tormihg- assets | 
taking a heavy toll on PNB earnings 
are loans or loan guarantees to four | 
large distressed entities: Marinduque | | 
Mining and Industrial Corp., ana 
Motor Corp., Basay Mining Cc : 
the former Construction - an 
lopment Corp. of the ` 
(now Philippine National. 
tion Corp.) Mapa expresse 
dence. that, PNB would’ be ; 
"face the challenges of 1985 m 
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Australian nickel and: ‘gold 1 miner, 
Western Mining Corp., saw net pro- zr 
fits drop 24% to A$13. 8 million | | 
(US$10.5 million) in the half year to 
31 Dec..1984. from the comparable 
period of. 1983. This equity-ac- 
counted. result. was due chiefly to a 
low profit.contribution from 30.5%- | 
owned Alcoa of Australia (REVIEW, 31 
Jan.). | 

But for’ that; profit was about even 
on conventional accounting terms at 
A$12.3 million, according to chair- 
man Sir Arvi Parbo. Revenue jumped 
21% asa result of nickel prices rising 
10.6% in Australian dollar terms 
while a 10% fall in average realised 
gold prices was more than offset by 

increased production. | 
. Directors noted that gold prices 
have now weakened further while 
nickel has firmed, but remains at an 
“unsatisfactory” level. Aluminium 
and alumina faced difficult market 
conditions in the short term. Th d 
sult for thesecond half would depend | 
on how these prices moved, as well as 
the xli rate, they said. "M 
— HAMISH McDONALD 


Tunnel cc congested. 


Hongkong’ s Cross-Harbour Tunnel 
Co.. a member of the Wheelock Mar- 
den group, has, reported a 5.6% drop 
.in after tax profits for 1984 to 
 HK$142.16 million (US$18.23 mil- 
lion) against 1983. | 
. The directors are confident that di- 
vidends for the the first, second and 
third quarters of 1985 will be main- 
| tained at 28.5 HK cents a share while 
| the final amount will be determined 
in the light of the situation then pre- 
vailing. Total dividends for 1984 | 
amounted to HK$1.14 a share, ab- | T ae 
sorbing HK$144.21 million. The tun- "HON MOON MERE TNR 
nel has reached maximum utilisation 
and unless the company is allowed 
hefty fare increases or wins the 
franchise for the building of asecond | 
tunnel, growth — is expected , to di- 
| minish over t x iru 
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Make the Asia Yearbook part of you 
subscription: Simply tick the relevar 
the coupon below and a 
Yearbook. It gives you Asia min 
Minus the myth. A country-by-co 
‘Asia. Everything from Finances & Curr 
Politics and Social Affairs. Tho oni 
medium of.its kind. i 








































the. equivalent: in. local currency). 4 
Yearbook cost to your subscription rait 
above, and send the total, with the 
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; the total ccounted for by a single block 
| worth of shares in Bank of 
inds; which belongs to the 


: pede Among the pace-setters 
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ZEALAND: The previous period's beens 


y picked up steam as the market received 
st "n om the removal of long- -standing rules 
elling financial and investment institutions 
ld a substantial percentage of their assets in 
ernment bonds. Although current interest 
s will ensure that funds continue to flow into 
ernment bonds, this move must eventually 
stockmarket liquidity. The period closed 
firm note with further rises expected. 


| . The markets continued their bull 
days into the period, encouraged by re- 

d strength in overseas markets. Foreign 
TS continued to take up resources stocks and 
sector firmed on reports of a lift in world 
ces. Takeover manoeuvres around sev- 

uation stocks" kept the industrials on 


ies. After closing at 778.1 points on 7 
ie Australian All-Ordinaries Index then 
retreat amid profit-taking by short- 
rs and uncertainty about interest 
d the weakening Australian dollar. The 
inaries shed its earlier gains to close 1.5 
ts ower at 765.3. 


KYO: The  Nikkei-Dow Jones 
d yet another new high of 12,027 


Average 
/.89 points 


us record average of 12,009.01 points on 8 
Daily trading for the holiday-shortened 
was slightly down on thelast period, aver- 
iging 402 million shares. A declining yen weak- 

ied interest in blue chips, though this was coun- 
ered by house dealers boosting smaller- 
capitalised blue chips suchas Sony, TDK and 


arket sources said an undisclosed number of 
reign firms were expected to be listed on the 
mange this year, adding to the 11 already 


\ LUMPUR: Profit-taking across the 


d made for easier trading despite improved 
iment generated by the previous period's re- 
Property-based Metroplex once again was 
highest volume counter, with Norsechem and 
mpulan Emas remaining | the pace-setters. 

alysts said the easier tr ading. reflected under- 
uncertainty about tight credit while the 
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NG took a toll on most markets i in Asia for the périód to11 Feb. Malay- 
rpest setback, plots more than 2% in value. The Philippines, New 


(US$8.44 Heron) 


SINGAPORE: After a sabi eni profít- tak- 


5 17:000) € en hands wi xs al 


Globe Mackay and PLDT, both aided by di- 


, With strongest interest in food and retail. 


. Feb. after posting an 18.88 gain on the pre- 


oneer. Enthusiasm for speculative shares rose.. 





ang of weak holders anxious to trim | losses | 





at the first opportunity kept activity confined to 
a narrow range of listings. Average daily volume 
dropped back from 17 million in the previous 
period to 10 million, worth M$21.1 million 





ing setinon.a large scale. Some brokers saw it as 
a necessary and healthy correction, while others 
viewed it as yet another rush by the bears. In- 
stitutional investors were the major profit-tak- 
ers and seemed likely to persist in that vein until 


the Lunar New Year. Fraser's Industrial Index 


lost 85.13 points during the period, closing at 
4,535.33 on 11 Feb. Market activity was low, with 


the daily average of shares traded during the 


period amounting to 11.99 million units. 


HONGKONG: | Selling pressure dominated the 


market, with blue chips receiving the brunt of 
profit- taking. The Hang Seng Index sank to its 
lowest levelin the period at 1.312.43 on 7 Feb. be- 
fore picking up to finish the period at 1,357.94, 


off 5.28 points: The daily trading average was 


down to HK$268.7 million (US$34.45 million) as 
punters conserved cash ahead of the Lunar New 
Year. Brokers, however, are optimistic that the 
bulls will launch a strong comeback to give an 
auspicious start to the Year of the Ox. 


TAIPEI: The market. continued to weaken, 
dropping 7.6 points to close at 784.6. After a brief 
rally in the first part of the period, the market 
was hit by news that the Ministry of Finance had 
imposed a three-day partial suspension of opera- 
tions on the Tenth Credit Cooperative of Taipei, 
part of the Cathay Group. A recent audit showed 
the bank had far exceeded legal limits onloans as 
a proportion of total deposits, and raised suspi- 
cion that funds had been diverted to other com- 


‘panies in the group. Average daily turnover was 


up at NT$587 million (US$14.68 million). 
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0.86 of a point to 136.01. Trading was off 3.77 


million shares to a daily average of 10.65 million. 


The continued weakness of the market has been 


largely due to political factors. Concern centred - 


on the return to South Korea of opposition figure 
Kim Dae Jung. Selling pressure was high, with 
profit-taking on machinery, trading and re- 


source-exploration-related shares; machinery 


dropped the furthest, down 9.6 points. 


BANGKOK: Despite reduced turnover, the 


market closed the period slightly higher. The | 


ien advance was primarily fuelled by a techni- 
'al rebound and impending dividend payments. 


The gains made at the volatile counters, Mah ` 
Boonkrong and Siam Citizens Corp., also helped 





es Prices fell during the holiday-shor ten- 
| ed- pad bringing the composite index down 
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sentiment. The Book Club Index rose 0.59 of a |. 


point on the period to 126.04. Rising stocks offset 


falling ones by 20 to 10 with 65 unchanged. Vol- : 
ume fell to 764,637 shares valued at some Baht. 
120.6 million (US$4.3 million) or a SANY average 


of Baht 24. | million. 
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5 Feb. 734.03 
6 Feb. 738.69 
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5 Feb. . 4,499.72 
6 Feb. / 4,528.65 
7 Feb. » 4,540.34. 
8 Feb. 7 4,570.53 
11 Feb. » 4,535.33 
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Composite index 





5 Feb. ... 137.06 
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Change on week - 0.1596 
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In today's business 
1ronment, ettective financing can be crucial to 
success and profitability of any major export 
tract - especially in the current markets of the 
Idle East. 
Which is why an increasing number of 
orters to the area are turning to GIB for advice. 
GIB's trade financing skills stem from its close 
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involvement with these 
markets; and also trom its development of a team ot 
protessionals specialising in meeting customers 
needs swiftly and effectively. 

In trade finance, as well as through the rest of 
its comprehensive range of commercial and merchant 
banking services, GIB provides the solution- 
whatever the problem. 


Gulf International Bank B.S.C. 


Bahrain: A!-Dowali Building, King Faisal Highway, PO. Box 1017, Manama, Bahrain 
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Cayman: c/o 499 Park Avenue, New York, NY 10022 
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LETTER FROM JAISALMER 


aisalmer is surrounded by thick 

walls that jut out high above the 
desert landscape near India’s border 
with Pakistan. Two hundred years 
ago merchants from Egypt, Arabia, 
Iraq and Persia came to this highly 
fortified city to trade. Jaisalmer 
taxed the caravans, and grew im- 
mensely rich. 

Now it is a city in decline, and 
much of the trade in the Thar desert is 
illegal. In December last year, India’s 
border patrols stopped more than 100 
smuggling attempts and seized goods 
worth more than Rs 5 million 
(US$39,600). But the old wealth is still 
much in evidence — if sometimes in 
ruins. It was spent on carving beauti- 
ful palaces, temples and houses out of 
the local yellow 
stone, and most 
of these build- 
ings still stand. 

The popula- 
tion of Jaisalmer 
has shrunk to 
about half of the 
35,000 who lived 














Kamath and team. 


here in 1815, so 
that every second 
house is empty. 
Goats and cows 
are kept in others, 
and many have 
been allowed to 
fall into complete 
decay. Now the 
School of Plan- 
ning and Architecture in New Delhi 
has deployed a team of staff and stu- 
dents to map out the tiny city and 
make sense of its desert architecture 
before it is forgotten. Their work will 
be shown at the Festival of India 
exhibition in Paris this autumn. 

For Ravathi Kamath — one of the 
senior architects involved in the pro- 
ject — the time-consuming task of 
measuring and drawing is a labour 
with some purpose. She hopes that 
interest generated in Jaisalmer from 
the exhibition will help prevent the 
city from further decay. But she 
thinks it will be an uphill struggle. 

"Things are going badly wrong 
here. People are whitewashing over 
the yellow stone of their houses. Out- 
siders have been allowed to buy 
buildings to break them up and sell," 
she said. “The [royal] palace is falling 


Yellow-stone architecture: straight out of the Arabian Nights. 


apart because it's kept locked up all 
the time. It should be used, and peo- 
ple should be allowed to see it." 
Furthermore, Kamath explained, “a 
lot of the houses are left empty and 
unsold because of drawn-out owner- 
ship disputes among the relatives, 
who've all moved away and live scat- 
tered across India." 

She and her team have become en- 
chanted with Jaisalmer, and perhaps 
most of all with the intricate and 
elegant carvings which are 
everywhere. Every inch of balcony 
and courtyard, every stone archway 
and pillar is carved in detailed 
geometric and floral patterns. If there 
are any gaps, these are filled by deli- 
cate paintings or pieces of mirrored 
glass. Outside some of the larger 
houses are carved seats — like 
thrones. 

Amid this astonishingly luxuriant 
legacy, the people of Jaisalmer carry 
on with their day-to-day living and 
work. Women milk cows in temple 
ruins and sort grain in the yellow- 
stone courtyards. Camel carts are 





hauled up narrow lanes, just avoiding 
the carved canopies of yesteryear. 
Look along any street in Jaisalmer 
and the only sign of the times is the 
face on the election poster being 
eaten by the goats. Modern trade 
routes have not followed the path of 
the old caravans — the road to 
Jaisalmer is narrow and long, and 
there is no airport. 


B oe has been described as a 
city straight out of the Arabian 
Nights. But for all its historical mys- 
tery and emphasis on beauty, it was 
purpose built — for defence, for trade 
and for the heat. “It's desert architec- 
ture at its most refined,” said 
Kamath. “The streets are very nar- 
row, throwing all but the top floors 
into the shade. In the summer, people 
lived in the ground-floor courtyard 
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and basement to keep 
cool. In the evening 
they would move up 
the house to the roof 
terrace to catch the 
breeze. The tempera- 
ture can get as high as 
48 °C herein June, but 
the streets and the 
houses inside the city are cooler than 
the desert outside.” 

Much of the city is in the fort, so 
that one comes casually upon the 
ramparts and old cannon and the 
stone balls used as shot still littered 
around the cannon’s base. The royal 
palace is at the front of the fort, 
which gave the ruler a good view 
across the city. “Traders could not 
have entered or left Jaisalmer with- 
out the ruler knowing,” said 
Kamath. "In other words, you 
couldn't leave without paying your 
taxes." 

She has discovered that most of the 
citys public buildings were con- 
nected on the fourth or fifth floors by 
a maze of delicately chiselled bridges, 
roof terraces and walk- 
ways. Some of these 
18th-century pedestrian 
walkways are hidden, 
and are designed to be 
confusing. 

"They were there to 
give the king a means of 
escape into the back of 
the fort if it ever came 
under attack," said 
Kamath. And concealed 
beneath the streets of 
Jaisalmer, underground 
passageways link base- 
ments and tunnels — 
again to give the rulers 
an escape route. 

Jaisalmer's rich past 
has brought tourists to 
its door in the more pro- 
saic present, but even this is in de- 
cline. In 1981 nearly 60,000 Indians 
and 7,000 foreigners came to visit. By 
1983 only 23,000 Indians made the 
journey, though the number of for- 
eigners had increased to 13,000. But 
even at their reduced rate, Jaisalmer 
has trouble coping with the numbers. 
Both the sewage system and the elec- 
tricity supply break down frequently 
under the strain. 

There are some hopeful signs for 
the future. Local people are now ob- 
liged to build and repair only in yel- 
low stone and it is no longer allowed 
to take a piece of carving out of the 
city. Gradually, also, hotels are being 
opened up to supplement the travel- 
lers' hostels. When Kamath and her 
team have finished their work and 
put Jaisalmer on a larger map, they 
could well be needed. — HONOR WILSON 
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Hotel Shilla: 
A Memorable Exception 


In the heart of Seoul, the Hotel Shilla. sumounded by beautiful 
wooded gardens, renders a traditional Korean ambience inspired 
by the renowned Shilla Dynasty. 





















































A free shuttle bus runs around town every 15 minutes and to 
the airport 5 times daily. 


Calcutta (ayant Sarkar à; 

Colombo — — — MankdeSiva With 738 suites and rooms, 16 banquet rooms and intemational restaurants 
Dhaka — ——. S Kamaluddin : : "E 
aei prever verewpesung AOAN we offer services tailored to the needs of guests who wish to enjoy a unique 





Therese Obrecht (Geneva) 


and charming experience 








islamabad — .— . . X Hussain Hag3an! Mohammed Aftab 
Kathmandu — 1 1  ....— Kedar ManSingh 
uid . — LL [1 III Mew 
Port Moresby 1 5  — — — —— RowanCallick 
Rangoon — |. M C Tun 
ze CT c GRÉ — P Edna — 
" LL —— Teresa Ma Reserv r 
t e meS Meret For ation: | ^ = TOREM 
Washington | Robert Manning *Hotel Shilla Reservation Offices Tokyo (03) 586.7571 Teiex J22790 HTL OKURA Osaka (06) 271.7571 Fukuoka 
Wellington __ Cohn James (092) 781-3171 «HRI Offices Hong Kong (5) 221.142 Telex. 72602 Jakarta (21) 321-307 Telex. 45755 Osaka (06) 
Publisher: Charles H. Stolbach 453-6501 Tokyo (03) 585-7510 Telex: 25361 Manila (2) 857-81! Telex 63756 Singapore (65) 737-9955 Telex 21528 
Bangkok (2) 234-9920 Telex. 2997 Sydney 233-8422 Telex 27997 Elsewhere (008) 222-033 toll ree *OHR (Odner 
General Sales Manager: Elaine Goodwin Hotel Representatives) Hong Kong (5) 262251 Taipei 5515933 Jakarta 322849 Penang 2311] Colombo 2110; 
Adv. Manager, Asia: Nige! Bolding Tokyo (03) 216-0017 Manilia 587686 Kuala Lumpur 424177 Singapore 2353474 Bangkok 2521181 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 


Published weekly, every Fnday, in ong since 1946. All Rights 
Reserved © Far Eastern Economic Rewew Limited, Hongkong 
1985. GJ. Member of the Audit Bureau o! Circulations, London 


Offices: Centre Point, 181-185 Gloucester Road. Hongkong 
Postal address: GPO Box 160. Hongkong Cable: REVIEW 
HONGKONG (Edifonal), REVIENADS HONGKONG (Advertsing) 
REVIEWCIRC HONGKONG (Circulation), Telex: Hx 75297 ECWEX 
(Editorial), HX 62497 REVAD (Advertsing), HX 66452 REVCO 
(Circulation). Telephone: 5-8936688 (Editorial). 5-734301 (Adver: 
hsing), 5-650611 |Cwculahon) 


Printed by South China Morning Post. Limited. Tong Chong Street 
Quarry Bay, Hongkong 

U.K.: Registered as a newspaper at the General Post Office 
U.S.A: The Far Eastern Economic Review (USPS 914-880) rs pub 
lished weekly, every Friday. for USS88 00 per year by Far Eastern 
Economic Review Limited. U.S. Mailing Agent — Datamovers, inc 
38 W 36th St., New York. N.Y. 10018. Second-class postage paid 
at New York, N.Y., and additional mailing offices. POSTMASTER 
send address changes to Datamovers. inc 38 W. 36th St. New 
York N.Y. 10018 





ie 
Hotel Shilla 


Seoul, Korea 


202, 2-Ga, Jangchung-Dong, Chung-Ku, Seoul, Korea 
Tel: 233-3131 Cable: HOTELSHILLA 
C.PO Box: 7000 Telex: SHILLA K24257, 24160 FAX: 233-5073 


one of The Jeading Hotels of thé World» 








FAR FASTERN FCONDMIC REVIFW e 7A FEBRUARY 1985 


LETTERS TO THE EDITOR 


Tamils at the top 


I disagree with A. Charles’ view of the 
Sri Lanka situation [LETTERS, 31 
Jan.|. The chief justice, the police chief, 
two cabinet ministers and several am- 
bassadors and top-ranking government 
officers in Sri Lanka are Tamils. Also, 
Tamils live and carry on their trades 
and professions throughout the island, 
while in the north and east the major- 
ity Sinhalese have been either brutally 
murdered or chased away by the 
Tamils. If you study the case in Sri 
Lanka you might find a unique situa- 
tion where the majority race is dis- 
criminated against by the minority 
race. 


Kuala Lumpur 


A. WISAYAWICKRAMA 


Out of the ruins 


Mary Lee's letter to Singapore Prime 
Minister Lee Kuan Yew [THE 5TH COL- 
UMN, 17 Jan.|, and the subsequent cor- 
respondence from manv disgruntled 
Singaporeans, have been most in- 
teresting 

‘I do not write this letter 
cophantic apology for Lee Kuan Yew 
and his present government. I write as 


as a sy- 


an objective observer, having travelled | 








WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 











COME IO HONG KONG .. 


| extensively in many parts of the world, 


having seen for myself first hand what 
happens in both the Western and East- 
ern blocs. During the past eight vears, I 
have resided in the United States and 
Britain and have made several return 
trips to Singapore 

I was students’ union president at 
the University of Singapore when 
Mary Lee was a committee secretary. 
My political consciousness and in- 
terest in Singapore's political affairs, I 
am sure, are no less than those of Mary 
Lee and her middle-class Singaporean 
friends. However, I have seen Singa- 
pore rise from the ruins and slums of 
the post-colonial era of 1959 to become 
one of the most modern and best-de- 
veloped nations in Asia 

Singapore is a country which many 
of my American and Australian friends 
would be proud of and indeed a city 
where many would like to live. There 
are few safer cities. Corruption, des- 
pite what Mary Lee may imply, is non- 
existent in Singapore; the police and 
security forces are as competent as 
any; the bureaucracy is certainly one 
of the best I have come across, and the 
people live harmoniously regardless of 
race, language, religion and culture. 

Mary Lee and her friends must have 

















. COME TO SHERATON 


Sheraton- Hong Kong FK 


short memories: they have obviously 
forgotten the racial and communal 
riots, industrial unrest, communist 
agitations and so on. (Many Singapo- 
reans, including Mary Lee, could pos- 
sibly be working in the paddv fields at 
Bukit Timah or living in communes or 
attap huts. Worse, they could be living 
in communist concentration camps in 
Changi or Blakang Mati. Changi 
might not be one of the world's leading 
airports as it is today: Blakang Mati 
might not be the beautiful Sentosa Is- 
land which is featured prominently in 
tourist brochures. 

Lee Kuan Yew is not perfect, but 
there is no doubt Singapore is one of 
the best-managed countries in the 
world and Lee Kuan Yew is undoubt- 
edlv one of the world's leading and 
most-admired statesmen. 

singapore should not fall into the 
same trap as many Western nations 
where the media often dictate trends, 
and pressure the political leadership 
into capitulation to their whims and 
fancies — quite often with disastrous 
consequences for the country. Where 
the pen is mightier than the sword, the 
silent majority is often left on the shelf, 
its interests ignored. 


Bellevue Heights, Australia 


LEE WAH HIN 











Hong Kong, the pearl of the Orient. is 
indeed one of the world’s most exciting 
destinations. At the Sneraton-Hong Kong 
Hotel, you will find the luxury, mystery and 
enchantment of Asia with all the amenities 
and comforts of the West. Newly renovated 
and glistening. the Sheraton awaits you 


"optet 


Hotels. inns & Resorts Worldwide 
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The property industry worldwide — and perhaps 
in Asia particularly — now presents a fragmented 
picture. But overall it is one of gloom arid glut, 
with overbuilding in previous boom years finally 
coming home to roost. Even where the picture is 
bright, for instance in Tokyo, there is little move- 
ment because land is so scarce and expensive. 
FOCUS reports on property in Asia — from Austra- 
lia, where high-rise rents provoke a rush to the 
suburbs, to China, where new hotel-office com- 
plexes provide a new deal for harassed foreign- 
ers. FOCUS also reports on investment oppor- 


tunities in North America and Britain — where estate agents are brush- 
ing up on their feng shui to attract Asian buyers. Pages 45-76. 


Cover photographs by Stock House, Marcus Brooke/Banyan, Hong- 
kong Tourist Association and Osbert Lam. 


Page 12 

The Vietnamese capture of Phnom 
Malai is unlikely to prove a major 
military victory against the Khmer 
Me but it could be a political 
plus. 


Page 14 

Investigators say the latest Manila 
hotel fire was arson — but who 
was to blame? 


Pages 21-28 
Malaysia has a vast and diverse 
media network, much of it tied to 
various political parties. And its 
press performs a  prodigious 
balancing act in the face of a bat- 
tery of regulations and a good deal 
of self-censorship. 
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Pages 34-36 

The United States agrees to in- 
crease covert aid to Afghan resist- 
ance groups. Meanwhile, some 
areas of the country appear to be 
virtually under guerilla control, 
despite continuing splits in the re- 
sistance movement. 


Page 43 

The ruling party wins the South 
Korean general election, but the 
opposition sweeps the cities. 


Page 77 

While only a few of the Philippines’ 
Roman Catholic priests have 
taken to the hills, there is growing 
sympathy in the church for Libera- 
tion Theology. 
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Page 84 

The bank takeover 
Korea's Kukje Group is the sign of 
a government get-tough policy to- 
wards the conglomerates — and 
the company's troubles are the 
symptom of a wider malaise. 


of South 


Page 86 
A World Bank-United Nations 
study urges Malaysia to rethink 
some of its cherished industrial 
policies. 


Page 86 

A rapid shrinkage of the invisibles 
deficit could prove embarrassing 
for surplus-conscious Japan. 


Page 88 
A high-technology boom sweeps 
Australian  stockmarkets, but 


many of the issues sound better 
than they sell. 


Pages 94-99 

China's trading power grows, 
bringing a profits boost to Hong- 
kong and an exports surge in 
North Asia, but worrying some 
Southeast Asian producers. 


Page 107 

An international battle begins for 
control of diversified Hongkong 
company Wheelock Marden. 
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. Visiting Papua New Guinea 
Deputy Prime Minister Paias 
told reporters that 
China wants to invest in Ok 





edi — now only produc- - 


ing gold — to securelong-term | 
metal supplies. It has been es- - 
timated that building copper- 
mining facilities at. Ok Tedi 
(which the Papua New Guinea 
Government's . private part- 
have -been reluctant 


about as much as has been 
spent so far (REVIEW, 14 Feb.) 
Wingti said China indicated 


.it would provide the financing 
for the infrastructure, taking 


repayment in copper or agreed - 
currencies. . — MARY LEE 


Taiwan bails out two 
Cathay Group banks 


The disclosure on 9 February | 
of loan irregularities at the | 
Tenth Credit Cooperative, one 
of. the banking arms of 


: Taiwan's large Cathay Group, 


has set off a chain reaction 
which has shaken Taiwan's fi- 
nancial system. The Ministry 
suspended the 


nee -| Trust, Min! «inei by d 


branch of the Tsai family, 
which owns Cathay Group. 


Cooperative Bank 
Taiwan, has taken control of 
Tenth Credit, while the Cen- 
tral Bank of China has ar- 


ranged. emergency funding for 
Cathay Trust. 


Chinese bank to fund 
capital construction 

Al future capital construction 
investment under China's 
state budget will be financed 
by loans from the People's 
Construction Bank instead of 


direct appropriations, accord- 
ing to a State Council decision | 


reported in the Peking Jingji 


Ribao (Economic Daily). | 
Experiments in financing 
through bank | 


construction 
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suring that all construction 
investments yield returns and 
that the individual units take 
responsibility for repayments 
will lower costs and reduce the 
period of construction, Jingji 


 Ribao said. The state will use 
: variable interest rates to regu- 


late the trends of investment. 
~~ ROBERT DELFS 


Indonesia replaces 
investment chief 

Ginanjar Kartasamita has be- 
come Indonesia's new Invest- 
ment Coordinating Board 
chief, replacing Suhartoyo — 
rumoured to be bound for an 
ambassadorial post in Eastern 
Europe. Ginanjar is expected 
. to retain his junior minister's 
portfolio for promoting the 
use of domestic products. The 
change follows a dramatic 
slump in investment in 1984 — 
generally ascribed to uncer- 
tainty over the implementa- 
tion of new tax regulations, 
the elimination of tax incen- 
tives and the general economic 
slump. | 
Observers expect Ginanjar 
-to promote a more nationalis- 
tic and import-substitution— 
oriented investment policy. 
State Secretariat Minister 
Sudharmono ‘has said that 
. local investment will continue 
to be promoted, while com- 
plementary foreign invest- 
ment will be channelled into 


certain sectors to avoid 
jeopardising national secu- 
rity. — MANGGI HABIR 


East Asian exports 
| wus tee in 1904 | P 
| deased'on 14 Feb- 
-the United States 
some of the most 
plainants about 

protectionism 
boosted their exports to the 
US by almost a third last year. 
Total US imports from East 





| Asia, Australia and New Zea- 
land rose more than 32% to 


US$112.3 billion, while US 
exports to the area rose 8% to 


, U8$55.9 billion. 


Singapore's exports to the 
, while its 
imports fell about 2%. Thai- 
imported 4.6% more 
from the US, but sold 37% 
more, and. Malaysia's pur- 
chases of US goods rose 10% 
against a 28% increase in ex- 
ports. Total Hongkong sales to 
the US rose 29% while im- 
.rose 19. 5%. Eos 
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Photo by Cheryl Rossum 1984 Northrop í 


At first glance, a kinetic sculpture. On closer examination, a radar jamming 
antenna undergoing testing in a special echo-free chamber at Northrop Corporation's 
Defense Systems Division in Rolling Meadows, IL. Northrop ts one of the world’s larges 
manufacturers of radar jamming systems to protect aircraft, and their pilots. 
Northrop Corporation, 1840 Century Park East, Los Angeles, CA USA 90067-2199 


NORTHROP 


Making advanced technology work 
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The e Ministry of 
Justice, headed by one of 
President ferdinand Marcos’ 
closest legal associates, has 
charged a member of the Agrava 
fact-finding board — which 
found a military conspiracy was 
behind the 1983 assassination of 
opposition leader Benigno 
Aquino — with violating local 
anti-dummy-company laws. The 
Agrava board member, lawyer 
Luciano Salazar, faces charges 
based on a report by the National 
Bureau of Investigation saying he 
_ bought local Sanitary Wares 

_ Manufacturing Corp. | 
(Saniwares) shares in 1982-83 on 





behalf of the United States—based. iV mi 


American Standard Inc., which 


| ROUGE GESTURE. 


 Onlookers were surprised ata 
public meeting in Paris organised 
by the French Communist Party 
on 8 Seo to see party 


zu THE WEEK I 


AFGHANISTAN. 





The government reported that 84 rebels 


were killed inva major battle in Kunduz 
province (16 Feb. ^ i " 


BANGLADESH 


At least 250. doctors in a. northern 


Bangladesh hospital resigned in protest at 
the arrest of séveral doctors and students, 
a staff member said (13 Feb.). Doctors re- 
turned to work after authorities removed 
the chief administrator, hospital sources 
said (17 Feb. ^ 


CAMBODIA 
Vietnamese troops captured the Khmer 
Rouge headquarters of Phum Thmei near 


the border with Thailand (15 Feb.). Prince. 
Norodom Sihanouk, president of the 
Democratic Kampuchea coalition, ap- 
pealed to China to attack Vietnam in order 


to save Cambodian guerillas scattered by 
Hanoi's capture of their strongholds. Viet- 
namese troops mounted search-and-de- 
stroy sweeps against guerilla remnants in 


the former Khmer TOES: sanctuary of 


Phnom Malai (16 Feb.).. 
c. 
INDIA 


Prime Mirister Rajiv. Gandhi carried 
out a wide-ranging reshuffle of top civil 
servants following the arrest of several of- 
ficials in a spy scandal (13 Feb.). Fisher- 
men set fire to a train in Tamil Nadu in 
protest at the killing of two of their col- 
leagues, allegedly by. the Sri. Lankan navy, 
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Chinese delegates to the French 
party's 25th congress, and raise 






















them to the sky to the chéégs of | citizens were 
the crowd. Informed sources sak | year but Mathers continues y 
that Marchais made the g held. If Hanoi presses the ne 


towards Sino- Soviet frief 
only after prior consultation with 
the delegates — Sergevich . 

Solmontsev and Ni Zhifu, bx th : 
whom are members of the 
respective politburos. 


PLOT THICKENS. 


In a move that some analysts s e 
as indicating continued 
disagreement between th« 


Vietnamese Fo reign Mini 


charges against himit couh 
any attempt to improve US 
vietnam relations, 
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JAPAN 

Former prime minister Kakuei 
and his followers healed a seri 
within his factior"of the ruling 
Democratic Party (13: Feb.). An op 
MP said an American subsidiary 
panese firm was making parts for 
States missiles in violation of Jap: 
on arms Papers ts (16 F eb. 13 
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flooding cau | 
several P of North Island a7 


Ten US were. injured 
Caledonia when police broke ip 
onstration by. pro-independence i 
sources said ( 1 7 ' Fet » 
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Phnom Malai’s fall is a blow to the coalition but the battle may not be over 





By Rodney Tasker in Bangkok 


ith the capture of the Khmer 
W Rouge mountain stronghold of 

Phnom Malai, including its 
capital of Phum Thmei, in western 
Cambodia, the Vietnamese have fulfil- 
led a six-year ambition. But while 
Hanoi will doubtless now expect to 
reap political and psychological re- 
wards in terms of the impact on the 
Cambodian resistance coalition's sup- 
porters in Asean and the United Na- 
tions, it may well prove a hollow vic- 
tory in military terms. 

When the estimated 20,000 Vietnam- 
ese troops, backed by heavy artillery 
and tanks, inched their way through 
the 400 km? Khmer Rouge redoubt, the 
guerillas put up little resistance. Only 
an estimated 100-200 fighters re- 
mained to defend Phum Thmei against 
the final Vietnamese assault on the col- 
lection of huts, ringed by minefields, 
which was perhaps misleadingly de- 
scribed by outsiders as the "showcase" 
capital of Democratic Kampuchea. 

The rest of an estimated 40,000- 
strong, well-equipped Khmer Rouge 
army simply marched to other strong- 
holds elsewhere in Cambodia, or re- 
grouped in small guerilla squads to 
continue doing what they do best — 
harassing Vietnamese supply lines and 
launching sabotage raids on strategic 
targets. It was expected that many 
guerillas would move south — perhaps 
by way of Thai border territory — to 
the rugged Cardomon mountain re- 
gion, opposite Thailand's Trat pro- 
vince. 

Here, the Khmer Rouge are reported 
to have elements of at least three divi- 
sions, and Western experts believe it is 
also the base of their notorious leader, 
Pol Pot. There are also lesser bases in 
eastern and northern Cambodia. 

But Vietnam's assault means the 
Vietnamese now control a 65-km-long 
stretch of border territory previously 
held by the Khmer Rouge. This, follow- 
ing Hanoi's success in driving the non- 
communist Khmer People's National 
Liberation Front (KPNLF) from 
nearly all its border bases since the 
dry-season offensive began last 
November, will clearly raise Vietnam- 
ese spirits as regards its effect on the 
coalition's morale, the increased pres- 
sure on Thailand through a massive in- 
flux of refugees and wider aspects 
of international support for the coali- 
tion. 

But, as one recent visitor to Hanoi 
told the REVIEW, Vietnamese officials 


12 


To fight 


another day 


are privately realistic in agreeing that 
victories;against resistance bases will 
not stifle guerilla activity elsewhere in 
the country. 

Thailand, the frontline state which 
leads international support for the co- 
alition and is anxious to keep the pres- 
sure on Vietnam, now has an urgent 





Cambodian refugees at Khao Saraphee: an urgent problem. 


A different lesson 


problem in handling thousands more 
refugees. Some 50,000 Cambodians 
from Khmer Rouge areas alone are 
now being housed in three makeshift 
refugee camps near the border. Some 
Thai officials put the number of re- 
fugees expected as high as 250,000. On 
top of this, there is a new threat of con- 
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While:the Vietnamese take a Khmer Rouge stronghold and weaken 
the coalition’s credibility, China limits its threats to words 


By Richard Nations 


t is too early to say how far, if at all, 

Hanoi's successful dry-season offen- 
Sive against the forces of the Democra- 
tic Kampuchea coalition will diminish 
United Nations support for the resist- 
ance, but in an unusually despondent 
mood, coalition president Prince 
Norodom Sihanouk was quick to ac- 
knowledge the damage to the coali- 
tian's;credibility. 

“If jt appears that all our main bases 
have to move into Thailand, rather 
than staying in Kampuchea, it might 
look bad for us in the general assem- 
bly," he told the press in Bangkok 
shortly after Vietnamese forces over- 
ran Phum Thmei, the Khmer Rouge 
capital in the Phnom Malai complex. 

Even if the Khmer Rouge manage to 
regroup quickly and counter-attack in 
the Vietnamese army's rear, Hanoi can 
still. claim a major political victory by 
demonstrating that — in the heat of a 


crisis — the Khmer Rouge are isolated, 
particularly since China appears to 
have been caught flat-footed. The 
Bangkok press has quoted Sihanouk as 
having been reassured by Chinese 
elder statesman Deng Xiaoping that 
China would intervene to teach Viet- 
nam its long-awaited “second lesson.” 
But the reaction from Peking has 
been slow, and so far surprisingly mild. 
On 11 February Chinese Foreign 
Ministry officials told Thai Ambas- 
sador Orun Tanaphong that Chinese 
forces had entered Vietnamese terri- 
tory in retaliation, while on the same 
day Western military analysts noted 
that Chinese units on the Vietnamese 
border had gone on alert. 
Simultaneously, Radio Hanoi 
claimed that Chinese forces had fired 
2,000 artillery shells into Ha Tuen pro- 
vince and another 1,000 into neigh- 
bouring Lang Son. And, as though to 
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certed Vietnamese thrusts into Thai 
territory to hamper guerilla move- 
ments. The situation was serious 
enough for US Assistant Secretary of 
Defence Richard Armitage to fly to 
Bangkok on 17 February for an im- 
mediate assessment of the situation. 
Reports from US sources in Washing- 
ton suggest that the Khmer Rouge may 
have suffered heavier losses — than 
have so far been revealed — in Viet- 
namese attacks before they attacked 
the KPNLF base, but these cannot be 
comfirmed. 

When Asean foreign ministers met in 
Bangkok on 11 February, mainly to 
re-state Asean unity and solidarity 


underline China's vigilance, a Foreign 
Ministry spokesman declared in Pe- 
king on 15 February that China would 
continue to support the Cambodian re- 
sistance “in all ways." 

But the Chinese response appears to 
be more noise than action. Western 
analysts do not rule out a multi-divi- 
sional cross-border operation proba- 
bly — if it happens at all — in the west- 
ern half of the Sino- Vietnamese border 
where Hanoi's defences are compara- 
tively thin. 


B ut on 17 February, the sixth anni- 
versary of the month-long Chinese 
invasion of Vietnam in 1979, analysts 
detected no signs that the People's Lib- 
eration Army had been mobilised for 
attack. “So far it looks as though 
Hanoi has called China's bluff, cleaned 
up the border and have got away with 
it," one diplomat commented. 

How far Chinese pressure on Viet- 
nam's northern border affects the mili- 
tary balance in Cambodia has always 
been questionable. But Peking's fail- 
ure to take strong action before Phnom 
Malai collapsed may well be a damag- 
ing blow to Chinese credibility as a 
major element in the Cambodia power 
equation. 
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with the Khmer coalition in the face of 
the Vietnamese offensive, they put on à 
brave face in saying the Khmer resist- 
ance forces “remain intact and display 
high morale." 
dismay that the Vietnamé$e| were 
mauling the coalition guerillas instead 
of responding positively to calls for a 


political solution: 

| will now be more receptive to poli- 
tical feelers on the Cambodia prob- 

lem on their own terms, they are prob- 

ably mistaken. One senior Asean dip- 

lomat at the foreign ministers' meeting 

told the REVIEW that there had been a 


f the Vietnamese feel that Asean 
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KPNLF troops; Thai border police: a new threat. 


"Unless China does something con- 
vincing and dramatic soon it will be 
hard to suppress doubts over whether 
it has the will — not to mention the re- 
sources — to do anything at all," adip- 
lomat commented. 

Asean, the coalition's most devoted 
supporter, may well have inadver- 
tently contributed to Hanoi's success 
in demonstrating the political isola- 
tion of the Khmer Rouge. The 11 Feb- 
ruary joint statement issued after the 
Asean foreign ministers' conference in 
Bangkok was designed to demonstrate 
the six nations' solidarity, as well às 
throw the focus on the superpower di- 
mensions of the Cambodia question 
with an appeal to Moscow to stop its 
aid to Vietnam, coupled with a call for 
military assistance for the coalition 
from the West. 

But the appeal for weapons may 
have only underlined that the Khmer 
Rouge are too great a political liability 
in the West to aid even in a crisis. Unit- 
ed States Deputy Secretary of State 
Kenneth Dam turned aside the Asean 
appeal with a flat reassertion of Wash- 
ington's refusal to arm any members of 
the coalition. 

“If Washington is going to reject 
military aid to the insurgents when the 


But there was obvious | 


» ee üt Uc t 


| Asean 


hardening of attitudes all round and 
that simply seeking negotiations with 
Vietnam towards a political solution 
was not enough. 

There had to be military pressure on 
the ground by the Khmer resistance to 


force Vietnam to be conciliatory, the 
diplomat said, though whether other 
coalition-backers in the UN will still 
agree in the light of Hanoi's battlefield 
success in denying the coalition à per- 
manent headquarters, is open to ques- 


tion. 

The Asean delegates at the meeting 
were also glad to see that the setbacks 
suffered by the KPNLF had persuaded 
this faction that Khmer Rouge-style 





non-communists are under attack you 
can hardly expect the administration 
[of President Ronald Reagan] to 
change its tune when the Khmer Rouge 
are taking a pounding,” a Western dip- 
lomat commented. 

If Hanoi has failed to deliver a mor- 
tal blow to the Cambodian resistance, 
it appears to have seized the initiative 
politically, largely by setting the 
tempo on the battlefield. By launching 
its dry season offensive in November — 
two months earlier than in past years 
— Vietnam seems to have caught both 
Peking and Asean off-balance. 

Moreover, Vietnam's strategy of “di- 
vide and destroy” appears to have dem- 
onstrated that the political reality be- 
hind coalition unity is two separate 
fighting forces unable, or unwilling, to 
fight as one. 

The burden has now shifted to the 
coalition to rebuild its morale, while 
can be expected to try to 
minimise the effect Vietnam's 
battlefield successes are likely to have 
in diplomatic support for Democratic 
Kampuchea. Meanwhile, both China 
and the US may well find that they too 
will need to take steps to overcome the 


impression that they let Asean, and 
particularly Thailand, down. oO 
13 


gueriia tacucs would be more effec= | p 
tive than more conventional-style, | 
mass-defence tactics. The remaining | 


three months of the dry season will tell 
whether such optimism is based on re- 
ality. 


» Bertil Lintner writes from Ang Koban, 
Cambodia, before its fall to the Vietnam- 
ese: This Khmer Rouge camp in the 
Phnom Malai base complex certainly 
was not another Ampil — the KPNLF 
headquarters which fell in early 
January. Despite mortar and howitzer 
fire, there were no bunkers or trenches 
or other signs of a military build-up for 
the defence of something that would be 
virtually impossible to defend. 

Only a few camp guards strolled lei- 
surely around the abandoned bamboo- 
huts with Chinese-made AK47s slung 
over their shoulders. The 4,000 civi- 
lians who were leaving the camp, car- 
rying bedding, pots, pans, ducks and 
chickens, headed in an orderly column 
for the Thai border. 

The Khmer Rouge's effective organi- 
sation was obvious. Chinese-made, 10- 
wheeled army lorries with number- 
plates from “Democratic Kampuchea” 
carried some of the civilians away from 
the firing-zone, while bringing loads of 
ammunition and anti-tank mines in 
the opposite direction to forward posi- 
tions outside Ang Koban. 

It was clear that the Khmer Rouge 
would not try to defend their border 
camps and that their strategy involved 
sending the civilians over the border 
while scattering their well-equipped 
forces in the mountains and in the 
jungles further inside Cambodia, 
where small units would be able to 
harass the exposed Vietnamese sup- 
ply-lines right up to the border areas, 
hoping to make a prolonged stay un- 
tenable. 

Other preparations for the expected 
Vietnamese assault — which came a 
few days later — included the con- 
struction of makeshift field hospitals 
in the border areas, where wounded 
soldiers would be given first-aid and, if 
necessary, later transferred to the 
Khao-i-Dang refugee camp in Thai- 
land. 

Officially, the aid agencies working 
on the border had no evacuation plans 
for the area south of the Thai border 
town of Aranyaprathet, but the Khmer 
Rouge's own organisation seemed to 
have taken care of that already. Ang 
Koban, just before its fall, gave the 
clear impression of being a well-or- 
ganised place where civilians and sol- 
diers alike knew what was going to 
happen, where the respective groups of 
residents were supposed to go and 
what to expect once the Vietnamese as- 
sault began in earnest. 

Now the civilians from Ang Koban 
have been given temporary shelter at 
the foot of Khao Saraphee hill just 
north of the Thai village of Khlong 
Hat. The military have dispersed into 
the jungle. 
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By Guy Sacerdoti in Manila 


Tz 13, February fire which swept 

through the Regent of Manila hotel, 
leaving at least 25 people dead, was the 
work of arsonists — perhaps with poli- 
tical motives — government inves- 
tigators said. 

But though the government fixed 
blame for the fire on the country’s 
communist insurgents, as it did for five 
other killer hotel fires since 16 October 
1984, investigators have not ruled out 
the possibility of splinter terrorist 
groups.or individuals being to blame. 
They were also looking into the possi- 
bility of economic sabotage. 

While the search for evidence of 
arson was delayed for many days be- 
cause of renewed outbreaks of fire, 
police were looking for three hotel em- 
ploy who were seen near the Re- 
gent’s eonference rooms on the second 
floor shortly before the fire started. 

Witnesses and police investigators 
said. fires began simultaneously at 
about "midnight on the second and 
ninth floors, that the sprinkler system 
did not work and that the hotel's au- 
xiliary power plant failed to operate. 
Fire experts said there is evidence that 
at least five pre-set incendiary devices 
may have been used. 

‘The,hotel union, which the govern- 
ment” ays is influenced by the leftist 
Kilusang Mayo Uno (1 May Movement) 
urban workers’ organisation, had 
threatened to strike on 15 February if 
the final stage of negotiations over 
wages and benefits with management 

_failed. Some hotel employees said 
management had threatened to close 
the Regent if the strike took place. 

However, a number of hotel employ- 
ees scoffed at the theory that any of 
their colleagues would have consi- 
dered setting the fire because that 
would have meant the end of their jobs 
and the end of the union. 

Two days after the fire started, 
foreign newsagencies received a two- 
paragraph note claiming responsibil- 
ity for the fire and signed by a previ- 
ously unknown group calling itself The 
Angels. It said the fire was set to pro- 
test against United States and Japan- 
ese support for the “US-Marcos dic- 
tatorship,” a phrase usually associated 
with the Left. 

But soon afterwards, the newsagen- 
cies‘ received a call from someone 
claiming to represent the Left who dis- 
claimed responsibility, adding that 
burning down hotels was not among its 
anti-government tactics. 

The Regent was built in 1976 when 


[E] | many other hotels were being com- 


Arson. — but w who? 


Investigators believe a Manila hotel fire was deliberately 
set, but there is still doubt over motives 





pleted, with funds or loan guarantees 
from government banks, in anticipa- 
tion of a tourism boom. When tourism 
failed to match expectations during 
the late 1970s and early 1980s, many of 
the hotels — including the Regent — 
were unable to pay their debts. 

The possibility that a new urban ter- 
rorist group — similar to the anti—Pre- 
sident Ferdinand Marcos Light-a-Fire 
Movement which set. off a string of 
bombs in Manila during 1980 — was 
responsible for the Regent fire is also 
being considered by officials. One said 
the fire was started by someone “who 
definitely knew what he was doing” 
and it was set to kill. 

All six hotel fires since October last 
year were similar in nature and arson 
was suspected in all of them. The most 
serious of the previous five fires was 
the 23 October fire at the Pines Hotel in 
Baguio where 23 people died. 

Three men were arrested on 7 De- 
cember with incendiary materials fol- 
lowing two more hotel fires in 
November in Manila’s Ambassador 
Hotel, in which 10 people died, and the 
capital’s Las Palmas Hotel, where 
seven were killed. One of the three was 
charged with arson for the Baguio fire. 
The suspect, Petronilo Valeros, who 
was supposed to have gone on trial on 
27 February, escaped from custody on 
2 February. Valeros had not been 
linked to any terrorist group. oO 
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Amildway 
ILD SEVEN 


Japan's Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 





WHEN DUNHILL DESIGN A WATCH, TIME I. 


At Dunhill the design of a product doesn’t stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought 
to life by the finest craftsmen. 





ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 


[HE LEAST IMPORTANT CONSIDERATION 





mA 


The Dunhill Millennium. It took years to produce the first Millennium. Today, each 
watch is crafted in 135 separate stages. The face itself is meticulously enamelled over a number 
of days, and then hand worked before the numerals are added. A time consuming process, admittedly, 
but one that Dunhill, and their Swiss craftsmen, will continue to adhere to. 





A tie that’s hand tailored. Woven from the finest Chinese silk in Northern Italy, each tie ts 
tailored from 3 separate cuts. Folded by hand, it’s then slip stitched so it will regain its shape when untied 
A detail that undoubtedly gives a Dunhill tie its longevity. 





A frame even opticians can't improve. Engineered with a unique flexible bridge, Dunhill 
sunglasses are designed to ‘wrap around the face.’ A spring hinge in the side of the trame w ill also 
stop them slipping forward. It took 4 years to achieve the pertect fit. Proot, 
that at Dunhill, perfection takes time. 

















Soon Hua Seng's outstanding record of cereal exports to 
Asean, Africa and the Middle East, together with Chase Industry. 
Experts’ in-depth knowledge of agricultural commodity markets 
has proved to be a highly successful combination. — 

A true partnership which. brings to Soon Hua. S eng the full 
weight of Chase's global network, foreign aiia capabilities, 
export financing and multi -currency loan expertise 

The Chase Partnership. | 

A iti but dynamic approach which enables us fo serve 
you better — - whatever your business. 












The Mandarin Singapore 


lii 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes' 

drive by taxi from the airport and 10 minutes' drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub e Disco Club 

e 5 Cocktail Lounges € 24-hour Coffeeshop e Shopping Arcade 

* Airline Offices ¢ Bank € Travel Agent and Car Rental Counters 
* Medical Clinic ¢ Hairdressing Salon ¢ 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths ¢ Hydro-pool 
e Tennis * Squash © Swimming Pool ¢ Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) * Meeting/ Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

è Foreign Interpreters and Guide Service 


For reservations, please call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

* UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 


Ion llc Sumpor 


In the tradition of emperors. 
333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel. 


Telex: RS 21528 Manotel. Fax: 7322361. Postal Address: Killiney PO. Box 135, Singapore 9123 


A Member of Mandarin Singapore International 
MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 
e London (01) 583-5212 * Sydney (02) 276-677 © Tokyo (03) 584-4250 











Business 

Travels 

With 
The 








Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 











A total of 42 publications in four languages, plus TV, radio 
and video reach a vast, varied and growing audience 


By James Clad in Kuala Lumpur 


ASI AN Few countries can 


have a more diverse 
media audience than 
Malaysia. Roman, 
Chinese, modified- 
Arabic and south 
7 Indian scripts crowd 
the pages of the 
country's 42 Eng- 
lish, Malay, Chinese 
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and Tamil daily and weekly news- 


papers. But the readers’ ethnic 
backgrounds are only the most obvious 
differences in the media audience. 

Newspaper and magazine buyers, 
radio listeners, TV watchers and video 
enthusiasts also range from newly lit- 
erate rural peasants, monolingual im- 
migrant shopkeepers and forest-dwell- 
ers to a burgeoning, increasingly 
sophisticated middle class. Malaysia’s 
estimated 15.2 million inhabitants 
comprise about 53% Malays, 36% 
Chinese, slightly more than 10% In- 
dians and the rest a mix of East Malay- 
sian ethnic groups such as Dayaks, 
aboriginals and smaller communities 
such as descendants of Portuguese or 
Thai settlers. 

An equally diverse collection of 
newspaper, magazine, radio, video, TV 
and cinema industries caters to this 
audience and has shown strong growth 
— with several notable exceptions. 
And, as has been found elsewhere, TV 
viewing and newspaper reading are 
both increasing as people look mainly 
to the former for entertainment and 
the latter for information. 

The government controls most 
broadcasting directly and — through 
subtle links with the country's estab- 
lishment — maintains a discreet watch 
on the contents of the new, private TV 
channel, TV3, now broadcasting in the 
Kelang Valley area in and near Kuala 
Lumpur. Most print media, commer- 
cial cinemas and cable radio remain 
privately owned. 

Using its censorship controls against 
explicitly sexual or even intimate 
scenes, religious divisiveness and ra- 
cial slurs, the government's hand also 
reaches indirectly into private film 
distribution. 

Given the Malaysian media's 
breadth, variety and prosperity, sur- 
prisingly there has been little content 
analysis or in-depth audience study. 
But the information which is available 
suggests that Malaysia's media, as 
elsewhere in Asia, is now experiencing 
change. First, video viewing of foreign 
films, especially Hongkong and Ame- 
rican productions, has become enor- 
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mously popular. One survey shows the 
percentage of adults watching video 
"at least once during the past seven 
days" having grown from a negligible | 
figure in 1981 to 21% last year. 

The second major characteristic of 
the market is that patronage of some 
media has become static. Radio listen- 
ing remains almost constant among 
adult Malaysians (52% listened "at 
least once a day" in 1984) while daily 


newspaper readership has grown com- 
paratively slowly — 
adults in 1978 to 57% 
cording to one study. 
Thirdly, a sharp drop in patronage of 
non-TV 


from 49% of 
by last year, ac- 


traditional, entertainment 





Ts 
.: 


WHAT THEY READ 


Utusan Malaysia 220,245 
Utusan Minggu 363,091 
Berita Harian 211,195 
Berita Minggu 271,378 


New Straits Times 
Sunday Times 


192,531 
240,421 








Nanyang Siang Pau 
{including Sunday papers) 134,364 
The Star’ . 108,607 
Sunday Star* —— — 123,406 
Sin Chew Jit Poh* * 

(including Sunday papers) —— 99,235 
Malay Mail ———— 65,407 
Sunday Mail z 97,615 
Malayan Thung Pau 

(including Sunday papers) 56,831 
Tamil Nesan*** . — 30,000 
Sunday edition AR. 60,000 
Tamil Thinamani — 18,000 
Sunday edition 39,000 
TamilOsai** — -. £. à . 18,000 
Sunday edition ph de 40,000 








Notes: 
*The Star's unaudited circulation since 
30 June at times reached 170,000. 

** Audited figures as of 31 Dec. 1984. 

* **Unaudited figures as of 31 Dec. 1984. 
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Audited Malaysian circulation 
figures as of 30 June 1984 

























| week of being questioned, 


The multitudinous media 


media — such as the cinema or 
fortnightly or monthly entertainment 
magazines. While 19% of adults in 
1978 had been to a cinema within a 
this had 
fallen to 8% by last year. Readership of 
entertainment magazines fell from 
34% to 24% of respondents in the same 
period. 

The fourth point is that readership 
trends have also been moving slowly 
but steadily against the Chinese and 
Tamil vernacular press. The number of 
those reading English publications has 
increased much more slowly than 
those reading the Malay-language 
press — a reflection of improved read- 
ing habits among Malays and the ef- 
fects of a national language policy 
pee since 1970, has made Bahasa Ma- 
laysia (Malay) the medium of instruc- 
tion in government schools and univer- 
sities 

Total Peninsular 
Malaysia newspaper 
circulation is reli- 
ably believed to 
reach 1.4 million, 
with a gross reader- 
ship of 6.3 million 
people. A see-saw 
battle between two 
Malay-language 
dailies Utusam 
Malaysia and Berita 
Harian — for the top 
circulation spot has 
been going on since 
1980. Figures forlast 
year showed Utusan 
taking first place 
with around 240,000 
copies a day. The 
national language 
poliey shows itself 
in the small but 
increasing numbers 
of non-Malays who 
have started to read 
Malay-language 
publications 


—— Ee with- 
in a slowly 


growing English- 
language market 
The Startabloid has 
gained readers over 
the past vear, reach- 


— t 






— 





ing (according to 
several surveys) 
170,000 readers, a 
large boost over 


previous years’ re- 
sults and reflecting 
in part an interest- 
| ing but probably 
| temporary shift by 
readers back to 
English publica- 
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tions last year. By contrast, circulation 
of The Star's chief competitor, the pro- 
government New Straits Times, has 
been dropping and now hovers below 
190,000 — uncomfortably close to its 
rival — according to one authoritative 
survey. 

Unlike its Malay-language counter- 
parts, the Chinese vernacular press 
struggles bitterly for static readership 
and declining advertising revenue. 
Until recently, only Nanyang Siang 
Pau and Thung Pau of the seven 
Chinese dailies were thought to turn 
much of a profit — and after Thung 
Pau's purchase by The Star several 
years ago, even its earnings took a tum- 
ble. 

Common problems faced by the 
Chinese press include “abysmal 
salaries” (in the words of a major 
Chinese daily’s editor-in-chief), de- 
clining standards of Mandarin Chinese 
usage and a “subservient attitude to 
advertisers and to their often extensive 
interests in the community,” to quote 
the same editor again. 


Do a. long record of continuous 
publication, the Tamil press stays 
4n the doldrums. Tamil-language jour- 
nalists keep busy by translating arti- 

"bles; from other languages, while 
‘periodic flare-ups between the three 
Tamil dailies usually reflect political 

manoetivring within the Malay- 

“sian Indian Congress (MIC) — a 
"component party of the REB 
ational Front. coalition, al- 


; ntl English medinth, The 
ir combines. a tabloid for- 
« devoting considerable 


: Sports.and enteríain-...| - 
aoe ake a XR Arg for“ 


journalistic fearlessness, Its 
olitical position’ vis-à-Vis 
br government is greatly 
olstered by having the. 82- 
year- -old. "Father. of Malay- 
ES former. prime. minister 
unku Abdul Rahman. not: 
bnly as chairman, but as à 
yegular columnist using. a 
tolourful style and personal 
ecolléctions ~ tó analyse 
vents — often to the chagrin 
f current politicians. 
! The New Straits Times has 
become progressively a more 
bbviously . pro-government 
newspaper — even though 
its links’ to the political 
establishment have been ap- 
arent for many years. It has 
ho single contributor to 
match the tunku, and some of 
its livelier writers have left 
pver the years, some quite recently. 
Coverage; however, tends to be more 
broad than The Star's, covering the 
Pange of government activities while 
voiding the "sensational" items, such 
s squatter evictions or ethnic. con- 
troversies, more readily picked up by 
The.Star..Another.of the New-Straits 


22 










"itc? Gr 





| POLITICAL 


owhere in the world — not even in 
the United States with its press 
[freedom guaranteed by the first 
amendment to its constitution — does 
the press operate in a completely un- 
fettered way. In addition to near-uni- 
versal penalties for libel, defamation 
or breaching official-secrets legisla- 
tion, newspapers face limitations, 
self-imposed or otherwise, on report- 
ing of matters of national security, 
morality or individual rights. 

Besides these obstacles, Malaysia's 
sharply drawn racial divisions, eth- 
nically organised politics, experience 
of communist insurgency and the 
memory of the 1969 race riots also 
make the nation's editors a cautious 
breed. But Malaysia adds to this list 
one further. formidable complica- 
tion. Businesses with direct links to 
the country's most powerful political 
parties and politicians are increas- 
ingly becoming the owners of daily 
newspapers and other media. 

The Fleet Group, Utusan Malaysia, 
Hua Ren Holdings and Nanyang have 
become especially powerful Malay- 
sian press houses. Both Fleet (which 
controls the New Straits Times Press 
and Berita Publishing companies and 
40% of a new private TV station) 
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The Star loading. pm watch on content. 
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~ and Utusan have close 


— m 


Times Press group’s publications, the | 


tabloid Malay Mail, strives to fill the 
gap left by the more serious newspaper, 
weighting coverage heavily towards 
entertainment and human-interest 
items while striving also to develop a 
"people's friend" imagejalready culti- 
vated by The Star. 


ties with Malaysia' s mei ieiniporisdit 
political party, the United Malays 
National Organisation (Umno). The 
most visible sign of this is Finance 
Minister Daim Zainuddin's control- 
ling interest in the Fleet Group. 

The chief English-language rival to 
the New Straits Times, The Star, 
similarly has political links. Star 
Publications (Malaysia) is. a sub- 
sidiary of Hua Ren, which is virtually 
a commercial arm of the Malaysian 
Chinese Association (MCA) — the 
second-largest member, after Umno, 
of the ruling National Front coali- 
tion. Hua Ren holds 75% of Star Pub- 
lications. Influential MCA members: 
periodically have guaranteed its 
loans, with its shares pledged as secu- 
rity. The MCA, moreover, takes a 
close interest in successive appoint- 
ments of its managing directors. 

Some business independence is 
still preserved among the Chinese 
press, but most are also in sway to 
various business-cum-political in- 
terests, especially through increasing | 
financial dependence on advertisers. | 
Close business/political links are also 

maintained between the Tamil press 
and politicians from the Malaysian 
Indian Congress, another. National 
Front component pa ees 





Utusan Malaysia and Berita Harian 
also project differing i es. Utusan 
publishes extensive hooentaries! by 
contributors about curreft issues and 
exerts enormous influence on the in- 
ternal politics of the 1.3 million- 
member United Malays*National Or- 
ganisation, the dominant party in the 
National Front. Its interviews with 
leading potitic and are a special draw- 
ing card. 

Berita Harian (the words mean 
*daily news" in Malay) projects a more 
unabashed pro-government line ‘but 
also uses contributors' copy to fill ex- 
tensive editorial and... commentary 


pages. 


tylein the Chinese press depends on 

the market each paper is attempting 
to reach. The more down-market such 
as Kung Kwok aim at small traders 
and the less well off, offering a selec- 
tion of popular items, *while Nanyang 
Stang Pau and Sin Chew Jit Poh pre- 
‘sent “authoritative” articles on paro- 
chiak Chinese-community political 
‘matters or cultural questions. 

Most of Malaysia's: non-daily pub- 
lications are monthly- or fortnight- 
ly magazines covering the usual range 
of popular entertainment reading — 
from auto, sports, family, women's 
nd youth topics to the more infor- 
mation-weighted business and trade 
‘publications. Overall, their readership 
Has been slipping ‘away, especially 
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Despite the general trend towards - 
greater government involvement in the 
media, permission was given for the 
country's first privately owned TV net- 
work, TV3, to begin broadcasts last 
year in some ofithe most densely settled 
and affluent.parts of the country. 
i TV3's programmers initially offered a 
i racy diet of American soap operas and 
i pop entertainment shows — a menu 
that promptly, led to considerable 
numbers of viewers abandoning Radio 
Television Malaysia (RTM), according 
to one media-survey director. 

But TV3's programmes also gener- 
ated reaction „from religious groups, 
mainly from Muslims upset by *deca- 
dent" Western shows such as the popu- 
lar US music programme Solid Gold. 
' There are.now. signs that the new net- 
work is toeing the line. Local content 
has increased, though fast-paced US 
situation comedies and police shows 
are still TV3's big draw. 

— Shareholders in 
apf Sistem . Televisyen 
! |. Malaysia, the com- 
sq pany behind .TV3, 
od: comprise such trust- 

worthy backers as 
‘the Fleet... Group, 
which also.owns the 
(New Straits Times 
pand in which Fi- 
|,nance Minister 
Daim Zainuddin has 
a controlling in- 
terest, the MIC, lo- 
|| cal bankers and pro- 
perty millionaires. 
This year the com- 
‘pany will. extend 
broadcasts to Johor 
cand Penang... 
1 Both RTM: and 
TV3. are offering 
n teletext services this 
year which will find buyers mainly 
from industrial:and commercial users 
and not fromthe home market. Outside 
network TVmspecialist video services 
catering mainly to the hotel industry 
have grown rápidly: the first in-house 
video network, Vision Four, on a paid- 
up capital of just  M$100,000 
(US$39,215)ohas since mid-1983 made 
rapid penetrzation;of the 2.7. million 
visitor-a-year; hotel | market shere. 
Paralleling the: bigger video services, 
more than 1,000 small shops now lease 
video cassettes. «^ 

And on the: xay áre improved fae 
simile-transmission, capabilities and 
expanded FM :nadio networks. (for 
Kelantan, Johor: dnd Perak). Mean- 
while, the so-+galled “Asiavision” pro- 
ject (making Kuala Lumpur a distribu- 
tion centre forisatellite-fed news items 
from a wide range of Asian countries) 
as under ways negotiations about 
transmission ¢gsts continue. All in all, 
Malaysia's me¢dia present a picture of 


(s uch 
" 

















By TUNKU 
ABDUL 
AN : 





growth and redevelopment — in and | 
outs aii Na iuges arista area. D. 


Same are | m t 
Vorvideo. | "x 1 "PT 


te a mr " 83 


Ar | 


CU or 





y 
| “tse 


a 
n m > 

















Staying in print but out of trouble is a balancing act in a 
multi-racial country where national interest is supreme 


By Suhaini Aznam in Kuala Lumpur 


ASIAN 
4" 


If Malaysian poli- 
tics 1s the politics of 
compromise, so too 
is Malaysian jour- 
nalism. In a country 
hamstrung by ra- 
cial sensitivities, 
journalists’ news- 


pim 


ns ] 
PRESS 





are constantly 


what news is and is not in the “public 
interest." 

Malaysia has experienced one race 
riot in its 27 years of independence — 


in 1969 — and that experience was | 


enough to inspire the government to 
initiate a series of legal, restraints on 
the press and to justify a plethora of 
unwritten ones as well. Malaysian 
editors are under pressure.to make de- 
cisions tempered by the “national con- 
science.” The result is often dull-read- 
ing publications. But. while editors 
chafe under such pressure, they them- 
selves admit that such restraints are 
necessary — at least in principle. 

Two genres of journalism in Malay- 


z 
*r W AP 


gathering instincts | 
at | 
odds with varied interpretations of | 





sia point to the dilemma facing the 


press — an attempt at straightforward, 


Western-style journalism as practised 
by the English-language press, and the 
Malay-language media's sometimes 
more effective if less direct method of 
alluding to potential trouble spots in 


Malaysian society through imagery 


and innuendo. Malay-language news- 
papers tell the story at greater length, 


but without leaving themselves yul- — 


nerable to reprisal. 

Meanwhile, the Chinese newspapers 
try. to: avoid . controversy. altogether, 
says the editor of a major Chinese 
daily. Although the ideographic Chi- 
nese character theoretically allows for 
a range of nuances, this facility is 
negated because Chinese reporters to- 
day lack the skills to write eliptigally 
while hitting home. But the..Chibése 
newspaper bosses too dislike covering 
sensitive issues, the editor pointed out. 
When they actually do takea stand, the 
“sensitive”, statement is preceded by 
three or four prevaricating buffer 
clauses “to protect themselves.” 

Constraints on the press, sometimes 


UNIVERSITY OF SOUTHERN — 


Graduate Scho 


ol of Business Administrati 


THE IBEAR MBA PROGRAM 


TWELVE-MONTH MBA PROGRAM FOR 
INTERNATIONAL MANAGERS 


The Taternational Postes Education and Research (IBE AR)'MBA Program 
isan accredited, highly intensive management development program emphásiz- 

ing international business. Following four weeks of micro-computer and 
business communications preparation, participants complete 16 courses during . 
foureleven-week terms. The program includes an individual research projecta — 
team consulting project with an American firm, a ten-week computer based 
busines$ strategy simulation, business field trips. and visiting executive _ 
seminars. The 1985-86 program begins on August 7, 


In seven years, the IBEAR MBA Program has served 187 employees of 166 . 
firms or government agencies from 23 Countries. This year, participants average 
31 years of age and seven years of work experience. Applications are welcome 
from throughout the world. The U.S. Department of Education and the USC 
School of Business are jointly providing. four $10,000, scholarships to U.S 


citizens for the 1985-86 program, 


Applicants must have completed an NT NET degree and two or more 
vears of full-time employment. They are normally sponsored by their firm or 
government agency. Admissions are based on the applicant's overall profile, 
including GMAT and TOEFL (excepting native English speakers) test results 
^ maximum of 36 participants are admitted. For more information, please 


contact: 


Ihe IBEAR MBA Program 


University of Southern California 
Bridge Hall, Room 200 
Los Angeles. CA, USA 90089-1421 
Phone: 213/743-2272.* Telex: 674803 UNIVSOCAL LSA 
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force editors of the "tell-it-like-it-is" 
English-language press to make the 
difficult choice between avoiding 
P "sensitive issues" or having to with- 
stand regular rebukes. Of the country's 
two national English-language news- 
papers, the older acknowledged "voice 
of government," the New Straits Times 
has tended to shy away from the sensi- 
tive issues, while the 13-year-old tab- 
loid The Star, at least in its first 10 
years, was not shy but had to with- 
stand official rebuke. 


O fficial pressure on the media can be 
high. Politicians and government 
officials label newspapers and senior 
- journalists as "thoughtful" (pro-gov- 
ernment) or “irresponsible” (anti-gov- 
ernment). On occasion, the Home Minis- 
r try or a peeved government department 
E has been known to call in erring re- 
porters for stern lectures. Even when 
the facts are not in question, disap- 
proval can be forthcoming over per- 
ceivedinnuendo or mischievous intent. 
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Mahathir; 


Those seen as “repeat offenders” 
have been handed more formal 
guidelines. The Star, still by and large 
editorially independent, received a let- 
ter from Deputy Home Affairs Minis- 
ter Radzi Sheikh Ahmad on 3 January 
warning it against what the govern- 
ment viewed as playing up issues 


Powers of state... 


The government has án array of legal weapons to control 


the press — which concentrate editors’ minds wonderfully 


Y GE Two. “seed rails 
E ASIAN B keep. Malaysia's 
T EN Pu press on the straight 


and narrow. First is 

a set of laws with a 

range of penalties 

= including detention 

, e. - betae ra and 

, second is self-cen- 

EC i RSS sorship so pervasive 

| that the bulk of what Malaysians read 

__ in their newspapers is confined to what 

f is" known as *dévelopmental - jour- 

- halism,” which thedess generous call 
. propaganda. 

. Apart from the country' s libel laws, 
statutes which control the press in- 
clude the Sedition Act 1948 (incor- 
| porating significant “amendments 
made in 1970), the Internal Security 
Act (ISA) 1960; the Official Secrets. Act 
|! (OSA) 1972 and the Printing. Presses 
and Publications Act.1984, with its 
provision. for annually renewable 
printing licences from. the ,Home 
Ministry. 

. Provisions in the government Gen- 
eral Orders (GOs) — the oft-quoted 
guidelines for proper bureaucratic be- 
haviour, strictly adhered to by direc- 

. tors-general | to office boys — 
further curtail information-gathering. 

. Only heads of departments may talk to 
the press. |: 

The Printing Presses and Publica- 
tions Act combines two previous laws; 
the Printing Presses Act 1948 and the 
Control of Imported Publications Act 
1958. The only law aimed solely at the 
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imported _ publications 


media, its amended version tightens 
controls on the press to include: 

» Greater discretionary powers. for 
the home minister, to includé banning 
of articles or publications. 

» A provision for printing licences to 
be issued for periods of less than one 
year, the previous life-span of licences. 
» The removal of avenues of appeal to 
the king The home minister's decision 
is now final. 

» A requirement that publishers of 
place un- 
specified monetary deposits against 
good behaviour. 

» Increased penalties. for offences 
under the act. 

Since its enactment, the Malaysian 
Government has shown restraint in 
applying the law. Information Minis- 
ter Datuk Rais Yatim told the REvIEW 
that the government has since decided 
not to impose the deposit requirement. 

"Foreign publications. have shown 
greater responsibility Since the pas- 


sage of the law," he said. But the gov- | 
' kifli Abdul Hamid x ~ have been fined 


ernment will not withdraw the provi- 
sion so that “it’s there if we need it.” 

In the day-to-day working of the 
press, the act’s simplest clause is 
nevertheless its most inhibitive: the re- 
newable printing licence. It is a stand- 
ing joke among journalists that news- 
papers become markedly docile during 
the period of licence réview. 

The Home Ministry, which grants li- 
cences, usually informs newspapers, 
officially or otherwise, of their renew- 
als well before expiry of current li- 


cial tensions. l 

Such issues are the 
controversy over Bukit 
Cina, a hill in Malacca 
where state authorities 
plan to develop a site 
now used as a Chinese 
cemetery; Papan, a pre- 
dominantly Chinese 
village in Perak state, 
where a nuclear-waste 
dump, now relocated, 
was being built, and the 
Bumiputra Malaysia 
Finance affair, which 
involved Malaysia in 
huge losses in Hong- 
kong property development. 

When faced with the prospect of 
media coverage of what are perceived 
to be exceptionally sensitive issues, the 
government, at times, has sought to 
control the editorial process. 

In July 1983, as amendments to the 
constitution — including a clause spell- 
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cences. In 1983, however, the govern- 
ment kept a daily newspaper, the 
editorially independent The Star, 
guessing until 31 January, the last day 
before its licence would have expired. 
The OSA addresses all Malaysians 
but, if strictly applied, could particu- 
larly impede the press in its duties. A 
legacy of British rule, the OSA began 
as a national-defence precaution. Ma- 
laysia's amended OSA, however, not 
only makes the seeking and giving of 
information deemed secret an offence, 
but also makes failüre to report those 
requesting such information an of- 
fence. Theoretically the OSA, if fol- 
lowed to the letter, would require civi- 
lians to’ police each other” 
he act also gives wide discretionary 
powers to the prime minister to de- 
termine what constitutes an official 
secret. But its danger on a less spec- 
tacular level, many journalists believe, 
is that it opens the way for already 
cautious civil servants to label every 


“file with a "secret" stainp — whether 


sopnot it impinges ön national security. 
“Although no journalist'has yet been 
“apprehended unde the law, two oppo- 
‘sition leaders — Democratic Action 
Party secretary-general Lim Kit Siang 
and former United Sabah National Or- 
:gahisation vice- president Datuk Dzul- 


under it. 

The Sedition Act T significantly 
amended in 1976: following race riots 
in 1969, forbids’ publie discussion of 
certain topics. As süch; though a few 
clauses are gearéd specifically to the 
press, the act restrains all Malaysians 
from exhibiting the foflowing ` 'sediti- 
ous tendencies": 

» Bringing into hatred or contempt or 
exciting disaffection dgainst any ruler 
or government. ' 
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ing s out the constitutional role of Ma- - 


laysia's Yang di-Pertuan Agung (king) 
— went to parliament, Prime Me 
Datuk Seri Mahathir Mohamad's pri- 
vate secretary called together several 
senior writers and asked that the con- 
troversial clause be "buried" in their 
reportage of other proposed amend- 
ments. 


hen the resulting tussle of wills 

reached an impasse, Mahathir 
himself called editors to his home and 
briefed them on the background to 
what eventually came to be termed “the 
constitutional crisis." Implicit in the 
briefing was a request to downplay the 
issue. The editors reportedly ac- 
quiesced unanimously. 

Later, when Mahathir's United 
Malays National Organisation or- 
ganised rallies backing his stand on the 
controversial clause, the local media 
reported only the fact that the rallies 
were taking place, without mentioning 
their purpose or the issues at stake. 


eee.) r k 

Some editors feel uncomfortable ac- 
cepting such directives; one guiltily re- 
called the media’s subjugation in the 
constitutional crisis incident as a 
“grave disservice to the public.” In 
that case, the editor said, the media's 
abnegation of responsibility to their 
readers was not only in their withhold- 
ing of information but in that, by doing 
so, they triggered a rumour mill which 
generated great uncertainty among 
Malaysians. 

However, other editors feel no jour- 
nalistic compromise was involved. 
" Events must be viewed in their widest 
perspective," said New Straits Times 
Press English-section group editor 
Munir Majid. “If the consequences are 
not acceptable to me, then the means of 
preventing them become acceptable.” 

The Malaysian Government has re- 
peatedly accused private news organi- 
sations of sensationalising the news to 
boost circulation — thereby justifying 
its cat-and-mouse game with the 
media. Mahathir's recently stated New 





» Promoting feelings 
of ill-will and hostil- 
ity between different 
races or classes of 
Malaysians. 

» Questioning ., the 
rights of bumiputras 
(ethnic Malays);. the 
position and privi- 
leges of the king and 
sultans; rights, to 
citizenship, and. the 
status of Bahasa Ma- 
laysia as the national 
language. |... ,) 

Newspapers found 
guilty of. ;publish- 
ing seditious mate- 
rial may be prohi- 
bited, either abso- 
lutely or with condi- 
tions, from.publish- 
ing for a year; their 
publishers, owners or 
editors may..be for- 
bidden to work. for 
any newspaper -for 
a year, and. their 
printing presses 
may be seized 
and held in..police 
custody for t e dura- 
tion. 

The ISA is. "proba- 
bly the most,notori- 
ous of Ma aysian 
laws. Intr oduced at 
the end of'Malaya's 12-year-long 
Emergency, the ISA provides for pre- 
ventive detention without trial, re- 
strictions of Sigyement and on forming 
associations. ..... 

Under the ISA, a person suspected of 
causing “organised violence against 
persons and property” or of any activi- 
ty “prejudicial. to the security -of Ma- 
laysia or to the maintenance of essen- 





showing restraint. 
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tial services therein 
or to the economic 
life thereof, "may be 
held in custody forup 
to 60 days for ques- 
tioning; without a de- 
tention order ‘having 
to be made against 
him. 

No charges have to 
be filed in court 


i 
: 
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suspect is | deemed 
guilty, he or she may 
be detained for two 
years without trial — 
and detention is re- 
newable every two 
years without the de- 
tainee ever having to 
appear in court. 
Cases are reviewed 
by an advisory board 
at least every six 
months, but this is 
considered a mere 
formality. ` 

Two journalists 
were held under the 
ISA in 1976: Berita 
Harian deputy editor 
Samani Amin, for 15 
months, and New 
Straits Times Press 
managing editor 
Samad Ismail. 
| This — formidable 
array of laws is rarely implemented. 
But pressmen and social critics agree 
that implementation is hardly neces- 
sary, given that the laws' very presence 
on the books is enough to keep most 
people in line. Journalists concede that 
the laws are inhibitive — like a sword 
of Damocles. Journalists càn never be 
quite sure what would prompt the 
sword to fall. — SUHAINI AZNAM 





under the act. If a | 
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Real estate in the United States 
offers excellent security and tremen- 
dous profit potential. And many of 
the best investment opportunities in 
the United States are in Texas: a big 
state with an even bigger future, 

. Hollowell-Pettit specializes in 
Texas real estate. We search out 
secure investments with high profit 
potential, and handle all the details 
of the transaction from purchase to 
administration and sale. 

For information on real estate 
investment opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75243 USA. 


HOLLOWELL PETTIT 
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Year's resolution to avoid the press | The government ma ntains that Ma- 


more is taken only half in jest. 

Even Bernama, the government- 
owned national newsagency, can 
sometimes run foul of the government. 
Its general manager, Ahmad Mustapha 
Hassan, recently recalled several in- 
stances when Bernama reporters had 
to be speedily transferred after their 
stories, which were factually accurate, 
had offended state governments. And 
honest mistakes are not easily for- 
given. 

Recently, Bernama wrongly report- 
ed the lifting of a Sabah state govern- 
ment ban prohibiting opposition 
Democratic Action Party secretary- 
general Lim Kit Siang from entering 
the state, promptly earning it the ire of 
Sabah Chief. Minister Datuk Harris 
Salleh. 

Bernama staff feel caught between 
government expectations that they be- 
have as an auxiliary government-in- 
formation machine and their own, as 
well as their subscribers’, expectations 
that they remain true to the tenets of 
objective, full-disclosure journalism, a 
Bernama reporter said. (Bernama staff 
are not eligible tð join the National 
Union of Journalists and are paid ac- 
cording to government pay scales.) 


ately, in a strange reversal of roles, 
im the Malaysian press’ has’ initiated 
“meet-the-press” dinners at which it 


hopes to have various offictals. explain, 


e government's. position on impor- 
tant issues. On 19 January, Agriculture 
Minister Anwar Ibrahim was guest of 
honour and speaker at the-first Malay- 
Sian Press Club dinner in this series. He 
discussed the government's. attitude 
towards the press, Islam, and racé rela- 
tions. MH 
| Meanwhile, the Malaysian Press In- 
stitute, which originated the country's 
paa press awards;in 1981, has made 
it a tradition to have thé prime minis- 
ter present the awards.^- ^ 
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New Straits Times offices: ‘voice of government.’ 


f. <a 


laysia cannot afford the adversary 
press-government relations adopted in 
some European countries and in the 
United States. Race sensitivities — 
often real and sometimes exploited for 
political gain — and fear of communist 
infiltration are routinely given as 
reasons for the media remaining 
answerable to the government. 

This has become a sore point with 
the foreign press which, collectively, is 
regarded as either ignorant of or wil- 
fully insensitive to Malaysia's predica- 
ment. "Parachute" journalists, those 
members of the foreign media who 
drop in for a week or only a few davs 
and attempt to write the definitive ar- 
ticle on some complex and perhaps 
sensitive subject, are anathema. 

When the 1969 race riots broke out, 
"foreign correspondents swooped into 
town with the sole purpose of counting 
bodies," remarked a former broadcast 
journalist, who was then in charge of 
briefing the foreign press. "None were 
interested -in the: pre-independence 
history which led to the fighting," he 
said. It is harder for a government 
which is used to having its own media 
toe the line when told to do so to under- 
stand why the foreign media will not 
willingly follow suit. 

Government resentment of the 
foreign press, at least on one occasion, 
was shared. by the Malaysian public. 
Following the, 1983 constitutional 
crisis, the British tabloid Mail on Sun- 
day ran a story detailing the alleged 
exploits of Malaysia's then king-elect 
Sultan Mahmood Iskandar of Johor, 
now the king. 

Adding insult to injury, the tabloid 
took it upon itself to suggest that, des- 
pite Malaysia’s membership in the 
Commonwealth, "this man should 
never be.allowed a state visit to Bri- 
tain," Coinciding with the thawing of 
Malaysian-British relations, the arti- 
cle's timing could not have been worse 


TT and it provoked an 


Faced with such 
ready examples to 
justify government 
guidance; the Ma- 
laysian press has a 
tough job convinc- 
ing the government 
of its own ability 
to temper freedom 
with responsibility. 
The result is mutual 
misgivings. "Here, 
thereis à general in- 
stinct apainst free- 
dom of speech,” re- 
marked Munir. 


angry response. 





Some newspapers 
react by adopting 
more conservative 


stances than expect- 
ed even.by govern- 
ment. Others occa- 
sionally brave a hit- 
and-run game. D 


WENDY FORDYCE 
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Kuala Lumpur newsstand: rural readers. | 


THE MEDIA 
MASSES 


f: T 
Mote than bat laysia's adult 
| population read one or more 
newspapers a day inj1984 — urban 
men being the biggést percentage 
and rural women t smallest, ac- 

cordingtosurveys.,  : 
“Malay newspapers” Written in 
mame Mh (Malay also uses 
Jawi, a. modified c script) 
achieve the high iie daily 
readership (just shórt of 2.2 mil- 
Hon). More than L.54hillién people 
read > Chinese-language news- 
papers daily, while.English-lan- 
^. dailies put È in another 


$ 90 DV 
E 00 readers =á total of 4.5 
illion daily readers; Tn 
^; In addition, the 23. móit impor- 








































tant weekly and hi-w y news- 
| pa rs reach 2.6 million house- 
“holds iin PeninStflar Malaysia 
alone, and the penétr of most 







¿programmes from;Radio Televi- 

| sioni Ya 'aysia (REM the govern- 

ment's two-channel TV and four- 
station medium-wave radio sys- 
tem) is high. 

In East Malaysia — where sur- 
vey data is scanty — daily news- 
papers go into about 100,000 
households, according to the most 
optimistic estimates. 

A study by Survey Research Ma- 
laysia showed 57% of 10,000 peo- 
ple sampled in Peninsular Malay- 
sia still lived in rural areas. Of its 

pondents in 1984, 86% could 
ad one or more language, though 
fewer Malays could read English 
as a second language than Chinese 
or Indians. — JAMES CLAD 





















- 2 
Ae M = 






28 FEBRUARY 1985 & FARYEAS PERN ECONOMIC REVIEW 







_——— 2+ 1 


B 


innovative partner 
commitment that 
everything from 


expert help with site se 

and coping with loca 
If you would li 

_ about New Jersey, and 

- ofi international compat 

located inthis stat 





Foreign print devils - 
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Outsiders are seen to look on the dark side of affairs, but though 
the government has strong powers, it holds them in reserve 


At a recent press 
conference to an- 
nounce the settle- 
ment of a 10-month- 
long leadership 
oe crisis within the 
"| Malaysian Chinese 
> ESS ics a iei 
: onent party of the 
i n Lt Satie 7 Náidnal 
Front coalition, Prime Minister Datuk 
Seri Mahathir Mohamad levelled some 
pointed reminders at the local press. 
Foreign correspondents seeking to 
sensationalise the intra-party prob- 
lem, he said, had blown matters out of 
proportion, and their style and D. 
proach should not be emulated. “Let 
them do as they like," Mahathir said, 
implying that a higher standard was 
expected of local journalists. 


FOOHLE 









1 OQ ver glasses of beer, the Malaysian 
. W) press corps is its own severest cri- 
^ tic — readily admitting its own fail- 
“ure to stand up to a strong-willed 
ernment. But in public, the press, 
which readily champions the causes 
of others, seems embarrassed to up- 
hold its own. 
- Such contradiction prompted ORA 
formation Minister Datuk Rais Yatim 
‘to remark: “If the press in this coun- 
try isn’t worried, why should others 


public interest groups and the foreign 
press which at different times have 
all railed at government restraints on 
press freedom. 

|. Press organisations lack clout. The 
National Union of Journalists (NUJ) 
focuses mainly on bread and butter 
issues such as wages and working 
conditions. Hardly a struggle was put 


termath of parliament passing stric- 
ter controls on information gathering 
under amendments to the Official 
Secrets Act in 1983. And when the 
Printing Presses and Publications 
Act 1984 was whisked through parli- 
ament, it took the NUJ three months 
to issue its objections. 

But this apparent unconcern mày 
be changing. Recently the NUJ ob- 
jected to what it saw as some minis- 
ters making the press a scapegoat for 
their own mistakes. 

In another area, after years of toy- 
ing with the idea of a self-regulatory 
body, a recent push for its creation 
reveals the heightened concern with 
‘which Malaysian editors view the 


28 


ONE STEP FORWARD 


fore. For instance, when: foreign 


be?” referring to opposition parties, | news through Bernama, thé national 


existing provisions in the original 


up by the NUJ in the immediate af- 


‘hotels, which together cover 40% of 


the government's thumb, given its 


Mahathir and some of his colleagues 
make little effort to hide their disdain 
for much of the foreign press. The 
prime minister has said often enough 
that outsiders do not disinterestedly 
report Malaysian events but instead 
seek to find fault and rejoice in the 
country's failings. 

All the good news about Malaysia 
(and there is no shortage of it) gets lost 
in the “overblown treatment of events 
such as the cancellation of the New 
York Philharmonic Orchestra tour last 
year,” as one Information Ministry of- 
ficial put it. He was referring to the 
Philharmonie's reaction to predomin- 
antly Islamic Malaysia's request: to 
have an item entitled A Hebrew Rhap- 
sody removed from the orchestra's 
Kuala Lumpur programme. 

One of the government's responses to 





okalan. The proposed Oxganise: 
tion of Newspaper Editors (ONE) is 
now awaiting approval from the Re- 
gistrar of Societies. Anxiety prompt- 
ed the editors’ haste. They feared that 
if they did not act the government 
would set up a body without consult- 
ing them, effectively "— them 


of any say. 
They had been stung in this was he: 













newsagencies were told to channel 







newsagency, from April 1984, the 
local press was caught off guard — 
even though as subscribers its repre- 

sentatives sat on Bernama's board of 
directors. The move and its revenüue- 
earning aims merely implemented 











Bernama charter of 1967. (Bernama 
earns M$1.5: million [US$600, 000] a 
year for distributing foreign wire 
copy to its media subscribers and a 
further M$2.5 million from commer- 
cial subscribers, mainly banks and 










Bernama's annual operating costs.) 
But critics fear that it makes it all to 
easy for the government to black out 
any foreign news it wants noe out of 
the local media, - | 

ONE sees its rok asa babies: 
ing press disciplinary body. But scep- 
tics already fear that it may fall under 












_composition of “fairly conservative 
"editors," as one senior journalist put ` 
it, and the’ government's own long- 
expressed interest in having such a 
council. — SUHAINI AZNAM 
















STAR PUBLICATIONS 


Ame?) “liberal instincts.’ 


what it sees as errant foreign jour- 
nalism has been to impose administra- 
tive delays on the local distribution of 
the offending publication. The Asian 
Wall Street Journal, which is based in 
Hongkong; and the REview have suf- 
fered such delays. Sometimes, the 
penalties for overstepping the line are 
less severe, The govertiment may only 
black out an offending passage or 
quote before distribution is approved. 

In 1984, the government augmented 
its powers to control!both the foreign 
and local media in ataw allowing the 
government to require hefty deposits 
for all imported publications and to 
ban their distribution: for: reasons of 
“national security." (One. critic com- 
pared the new powers'with./*the theory 
of nuclear deterrence — meaning that 
the press-control powers, like nuclear 
bombs, are devised and stored in the 
expectation they wilb never be used, 
but with the threat of their use ever- 
present: 


S^ far, the government's bark has 
usually been worse than its bite. In 
practice, the Home^Affairs Ministry 
has not imposed many of the numerous 
restrictions it could Jay.on the media 
with impunity. Deéspite-*the prime 
minister's complaints; the'eurrent ad- 
ministration takes-pride'in its “lib- 
eral" instincts with regard to the press 
Hag stance recenthy reaffirmed at a 
press'dinner by Mahathir confidant 
and: Agriculture Minister. iAnwar Ib- 
rahim. 

"Thus, despite official displeasure at 
some! articles appéarihgoin both the 
domestic and foreigti press, thorough- 
going: press repression ds extremely 
rare. In part this is due tthe media's 
self-censorship and'toothe govern- 


meéent's informal controls. : 


The government's attitude towards 
the foreign press has taken on an eco- 
nomic dimension. This is-exemplified 
óy^a' decision to máke'Bernama, the 
State-owned newsagenci, a monopoly 


 Süpplier of foreign*tews and economic 


information to the lodal media — 


‘partly at the expénse^ef the foreign 


—— — JAMES CLAD 
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newsagencies. 
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Banking on Copenhagen Handelsbank 


Singapore banks on Danish design, 
so we've opened a Danish bank. 


Since 1970 Copenhagen Handelsbank has been part of delsbank brings a special style to banking all ov 
the exciting commercial development of south-east world. Our products and services reflect ideas rooted 


Asia the traditions of Danish design: simplicity, intelliger 
Singapore has developed explosively in those fifteen economy, creativity 
years. And so have we In Singapore we provide international banking servi 


We're fully established now as an experienced, integra- and act as an intermediary, at the highest pr 
ted part of Asian business, and have just moved intoour level, whenever a financial partner is needed 
new branch offices So telephone or come and see us in the Ocean Build 
As well as on-the-spot experience, Copenhagen Han- and find out how design can improve your banking 


Danish design 
in banking. 


COPENHAGEN © HANDELSBANK 





Singapore Branch: 10 Collyer — Units 12-02. Ocean Building 
Singapore 0104, Telephone t 7000, Telex: 28899 COCO SI 
Head Office: Copenhagen 


Branches: London ve At ngeles Grand Cay 
Subsidiary: Li ande rk He ‘pt ntat Fueng & Hong K 
Manila. Sao Paulo, Stockholm, Sy im 


SCANDINAVIA. 
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Scandinavia is well in the lead in the Mobile Telephone World Championships. 

Of course it had a good start. 

Scandinavia left the starting blocks in 1981, when its four countries 
— Sweden, Norway, Denmark and Finland — took into operation their own, 
new NMT (Nordic Mobile Telephone) cellular system. 

According to the Personal Communications Magazine Scandinavia had 
more than twice as many mobile telephone subscribers as the rest of the world in 
September 1984. 

Even if you take into consideration that U.S. cellular systems, projected for 
start-up by that time, might have attracted as many as 50 000 subscribers, Scandi- 
navia would still be in the lead. You must also consider that the NMT system 
was then actually in operation in 


Saudi Arabia and decided on in Spain, WORLD SCANDINAVIA 
Austria, Holland, Belgium, Luxem- . REPORT "TW. a 
bourg, Tunisia, Malaysia and Oman. RR OE Norway. 32 514 

And we expect more countries to aie today. a noe 
adopt the NMT system because of its Th. e alas 09 020 
qualities. , . Magazine. 


It is a high capacity system, featur- 
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ing full roaming capability and automatic handoff between base radio stations. 

It can be built for small cells, large cells or both combined. It can be used 
locally, regionally or nationally. 

Its equipment is already in large scale production. 

Ericsson, [T T, Motorola and Telenokia deliver the telephone exchanges 

Ericsson, Magnetic, Mitsubishi, Mobira, Motorola, Philips and Radiosystem 
deliver the base radio stations. 

AP/Philips, Dancall, Ericsson, Mitsubishi, Mobira, Motorola, NEC, 
Panasonic/ Matsushita, Siemens, Simonsen and Storno deliver the mobile tele 
phones. 

The NMT system is the technically most advanced cellular mobile telephon 
system in the world todav. It is the 















REST OF THE WORLD 
: 1 largest and fastest growing system. 


F i d i r } J d 
Number of subscribers Number of subscribers 


Australia 6000 Saudi Arabia 4 500 lt IS d WIDICT. 

Bahrain 250 Singapore 2 000 

Canada 475 Spain 350 

Hong Kong | 000 United Arab 

Japan 20287 Emirates 4 000 The Swedish Telecommunications Administ 
Mision | 400 43 512 Land Mobile Services, 

Qatar | 250 5-123 86 FARSTA, Sweden 
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American Express and Hilton Reservation Service 


make Assured Reservations easy 


Now with the Hilton Reservation Service and 
an American Express* Assured Reservation, 
VOLI have the best of both wor lds 

You get immediate room availability and 
rates at any of the 92 Hilton International hotels 
in 77 cities around the world, simply by calling 
vour nearest Hilton International hotel and 
quoting your American Express* Card Account 
Number. Or you can have vour travel agent do it 
IOr you 

And when you ask for an American Express 
\ssured Reservation, you'll also know that yout 
hotel room will be waiting for vou- no matter 
how late you arrive. But if vour plans change, be 


sure to call Hilton hotel or Hilton Reservation 





service before 6 p.m. destination time ( 4 p.m 
for resorts) and get a cancellation number so 
VOU won t be billed 

For easy Assured Reservations at Hilton 
International botels worldwide, call vour nearest 
Hilton International hotel, vour travel agent, or 
American Express Travel Service Offices" 


HILTON INTERNATIONAL 
WHERE THE WORLD IS AT HOME ™ 


. ag ERICAN 
The American Express Card. $555 
Don't leave home without it. 















import and Iuuen t the Nation to 
flee them to our Job. 

All handling for hardship that to 
our take care of them responsible. 
One word your comment to us. We're 
coming freely estimate and needing | 
certificate requirement all deta of | 
them able. Or not, to checking your 
convenience. At any time (except 
sunday saturday afternoon 2 o'clock). 
And mostly us in Hour of Business. 

May be speciallity is Sunday or 
Holiday too, we can desireable in 
your requicity. We are letting you 
that your asks to our Business Houre 
freely and we will give you correct 
answer, to your favority. 

Fore-well your Business and our 
Hope to growth in Your desire-able. 
A moment by us Introductiton to sor- 
ries at lift my pen, and for You prom- 
ise anyother then price- -ability. 

^Yourthanks, ^. 

— Foreign Depart, Missaen We | 

show dialies paper Korea Times Ad- 
| vertising. > 


e AUSTRALIA may be a place 
where they “let it all hang out," but 
apparently. Aussies are more de- 
| corum-conscious than Japanese. Few 
native strollers down Pitt Street in 
| the heart of Sydney's shopping dis- 
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as Scan aR a 
ig well known 
for top-class calli shy, drawing. 
and song. Nowadays, the govern- 
ment has appointed more people: 
| and places there as Intangible Cul- 
tural Assets than arivwhere else in 
the nation: there are six people so 
designated for their excellent 
L music, seven for their calligraphy 


€ OCCASIONALLY, firms anxious | 
to convince foreigners of their worth - 
simply trip over themselves in the 
process. One foreign resident in Seoul 
recently received this letter from a 
shipping company: 


Cholla province i 
various titles, 














































| a window. But a recent visitor, ever 
alert to the needs of this Traveller, 
happened to recognise some kanji — 
+ for kangaroo and scrotum. Female 
i kangaroos may be noted for their 
pouches — but scrotums? According 
to the notice in Japanese, this singu- 
lar part is being fashioned into what 
are called "lucky bags." 

Quite what aboriginals and other 
native Australians might do with 
such hand-crafted objects — aimed 
mainly at the Japanese market — is 
not made entirely clear. But ventur- 
ing to a little shop four floors up, this 
Traveller found an entrepreneurial | 
Australian and his pregnant Japan- | 
ese wife. 

Ever aware of the need for more 
ways of expanding pan-Pacific co- 
operation, it would seem, this happy 
couple had been inspired to market 
the lucky bag — a suitable cross-fer- 
tilisation of Australians’ fixation 
with kangaroos and Japanese faith in 
the Rewer of animal ee 


€ our Company is treating foreigner's sj 
Cargo that whose belonging Home 
Land in Korea. Regulary resident or- 
stays in Korea or to coming event that . 
they can't over passing through Air 
package more then Cargo. To send 
them to sea Air Cargo, that we treat. 
Most of us experienced Company 
about 16 years histories became Cor- 
poration and also authority in Ko- 
rean Government grant to the 
License the Business-abilities. 

We are every all difficulty to talk 
and file mostly the government ad- 
ministration in Korea, sometime 
likes the Customer in the Port, befere 
License the exporting or to Importing 
document as them too addition pro- 
tocol, believe-able this Company 
quilified the Custom Handler. That it 
were the warehouse inland trucking, 
and all B/L we're issuing to the Guest 
to the land that they can legitimate 
| all act and our. standing here to wit- 
| ness ali by event. The isi aid lost or- 


je they can vend janaiese.! are de- 
nied access to this product of fortune. 
Apparently fearful of picketing by 
the monstrous regiment of local kan- 
garoo conservationists, wombat lib- 
| bers and gay emu. activists — all ob- 
ie oe to this abuse of roo hide — the 

| | are unwilling 









trict may spot, let alone be able to 
read a notice in Japanese displayed in 
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| celebration i in Tain van, but Psu 
that it was a sad day for the inhal 
ants of Jeddah. According io t 
Saudi Gazette, "Colonel Shy 
Mufti, Director of the Traffic Depar 
iment and Engineer Barakat 
| Junaid, Jeddah's Assistant Mave 
| Technical Affairs had got togethe 
and signed a contract to exec 
project to facilitate traffic rm 
ment." | 

This was due to be put into ef fect 
10 October last wher i en oa aht 






























| ing all traffic Hone donet her to Un 
come green at the same time." As: 
REVIEW has not heard any news 
Jeddah disaster, we can only pr 
that all the city's vehicles ground te 
halt at the same time and have m 










e THE Eiwa Confectionary 
pany of Fuchu City near Toal 
itself on the quality of it 
which if markets under the ex 
ordinary brand name of *Hallo-1 
Narcissus." U rging the customer 
"Please eat it up quickly or 

package is opened bv vou" (w 
sounds as if the package. is as ec 
as its contents), the ma 
their product with the blurt: 


€ Hand-made Hallo-Ha 
ud HN arnt on sis S 


















Not a to ext the ursa o 
as it is, we recommend you had beiter 
to eat after baking or if you put it into 
your coffee, vou will find it ünexpect- 
edly a nice taste. H you add alse i 
handy food materials, if will bec vit 
easily to be a fresh dessert for vou. 





lam somewhat at a loss to know 
what "handy food materials,” I 
| should add to marshmallows (apart: 
from coffee), but even more puzzled 
how hand-ina ide sweets are produced. 
by m automatic EE. us | 
MEMBER of the 
ES Committee in Bi 
don't be alarmed, it | 
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resource for metting isiel human 
need," according to its letterhead), 


went to a Thai Hua-Hin seafood res- 
taurant recently, and found the fale 
lowing dishes listed on the men 
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Blood, money and d talk 


The United States, while trying for a diplomatic move, is stepping 
up aid to the mujahideen to make the Soviets suffer 


By Nayan Chanda in Washington 


fter having more than doubled its 

covert assistance to the mujahi- 
deen resistance in Afghanistan, the 
United States has now offered to talk 
to the Soviet Union about resolving the 
Afghan problem — but Moscow is dis- 
tinctly cool to the idea. 

The US offer came in the wake of an 
agreement that a senior Soviet official 
would meet a US official in Vienna in 
late February for a two-day talk on the 
Middle East — and close on the heels of 
disclosure that the US has decided to 
increase its covert assistance to the 
guerillas from US$120 million in 1984 
to around US$280 million in 1985. The 
CIA-managed covert support is said to 
include heavy anti-aircraft guns; the 
most serious threat to the guerillas is 
from the air. 

US administration sources admitted 
that the Soviets do not want to discuss 
Afghanistan in the forthcoming talks, 
but the Americans still plan to present 
them with their views on resolving the 
problem which, according to the US, 


The casual 
combat in 
Kandahar 


The guerillas show scant 
regard for an enemy which 
stays under cover 


By Terrence White in Kandahar 
he deadly sound of rapid-fire 
machine-guns cut the night air and 

bursts of scarlet tracers poured out of 
the sky as Soviet Mi24 helicopter gun- 
ships flew overhead. Then a barrage of 
surface-to-surface  rockets coming 
from the Soviet base at the airport to 
the east sent smoke and debris high 
into the sky. 

It was 10 p.m. in Afghanistan and I 
had just arrived at a camp of the 
mujahideen resistance fighters on the 
outskirts of the city of Kandahar after 
a tractor ride and a six-hour walk from 
the town of Arghandab to the north. 

For the 28 davs that I stayed in the 
province of Kandahar I travelled ex- 
tensively, but the only danger — inter- 
mittent vet persistent — was this kind 
of aerial bombardment, either from 
jets, helicopters or rockets. 

The freedom of movement 
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the 


hinders normal relations with the 
Soviet Union. Soviet sources told the 
REVIEW that if the Americans raised the 
issue, the Soviet side would listen but 
would not diseuss it. 

During a meeting in January, Secre- 
tary of State George Shultz and Soviet 
Foreign Minister Andrei Gromyko dis- 
cussed Afghanistan and it proved, ac- 
cording to diplomatic sources, to be “a 
dialogue of the deaf." While Shultz in- 
sisted on the withdrawal of Soviet 
troops from Afghanistan as the first re- 
quisite for a peaceful settlement, 


KANDAHAR: CITY UNDER SIEGE - 


ERAN R TEN 


Kandahar 


REVIEWMAP by Andy Tang 
mujahideen enjoy surprised me for I 
had expected tighter Soviet control. 
But in the three days it took me to 
reach Arghandab — travelling mostly 
at night in an eight-Jeep arms-supply 


convoy from a mujahideen camp near | 


the Pakistan border town of Chaman 
— I learned that the Soviets and Af- 
ghan Government troops for the most 
part are confined to military bases and 
posts. 

This first became apparent when, 
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| 


with my escort, Abdul Salam, I left the | 


Jeeps after a 36-hour non-stop drive 
through a bitter snowstorm — without 
food or sleep — and walked along the 
main road from Dahla to a village near 
Arghandab in full view of an Afghan 
army outpost. 

"What if an army patrol leaves the 
post and drives down this road?" I 
asked. Abdul Salam and an another 
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continued nveigy antertebence:” » 

Administration sources say that 
Richard Murphy, US assistant secre- 
tary of state for Near Eastern and 
South Asian affairs, would like to 
tell his Soviet counterpart, Vladimir 
Polyakov, that the US recognises that 
the Soviet Union has a special interest 
in Afghanistan and that any govern- 
ment established there has to be 
friendly to Moscow, as all past govern- 
ments have been. 

But the US would like to see a gov- 
ernment which is also acceptable to 
the Afghan people, so ending the 
resistance war and leading to the re- 


turn of 3.5 million refugees from 
Pakistan. 
Few US officials are optimistic 


about a diplomatic breakthrough and 
they are divided as to the possibility of 
ever getting the Soviets out of AÍf- 
ghanistan. Some believe that Moscow 
will never accept a settlement that will 
bring back an 
Islamic coalition 
which by example 
could spread dis- 
affection among 
the Muslim 
nationalities of 
Soviet Central 
Asia. Others be- 
lieve the Soviets 
will agree to a po- 
litical solution, 


hashish-smoking 
Afghan who had 
joined us for the 
walk just shrug- 
ged as if the ques- 
tion was irrelev- 
ant. 

We walked past 
extensive pome- 
granate orchards 
and were passed 
by mujahideen, 
openly carrying 
weapons, in Jeeps. 
Later, in Arghan- 
dab, over a typical Afghan meal of un- 
leavened bread, potatoes, yoghurt and 
sweet green tea, I asked again: what if 
a Jeep-load of Soviets drove into the 
town? Heads shook. “They wouldn't 
come," "Why not?" “We would attack 
them. If they come, it is not with one 
tank, not even five tanks, but hun- 
dreds," one answered. 


|: Kandahar city the situation is the 
same, they said.. The Soviets do not 
patrol the streets on foot nor do they go 
shopping in the bazaars. A finger 
drawn across the throat was enough to 
explain why. 

A week later in Kandahar I could 
confirm this information. As I and 11 
guerillas neared the city we had to get 
past an army post. Our leader made 
sure our equipment was covered, 
though it seemed to me that he took 
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but only when the war in Af- 
ghanistan hurts them enough. 

‘The second view seems to be 
the rationale for President 
Ronald Reagan's policy. As one 
official said: “With the excep- 
tion of a few crazies, nobody is 
saying that the mujahideen are 
going to win the war. But we 
can keep the Russian blood 
and money flowing until they 
find settlement a better alter- 
native.” 

In the past five years, the 
Soviets are believed to have suffered 
25-26,000 casualties, including 8- 
9,000 dead. They have also lost an in- 
reasing number of military transports 
and helicopters. The introduction of 
more sophisticated Soviet weaponry is 
expected to raise costs of future losses 
considerably. 


A second factor pushing the admin- 
istration into providing greater 
military assistance is congressional 
pressure. The administration has been 
getting more support than it hoped for 
from congress on the issue of covert aid 
to the Afghan resistance. Although re- 
ference to direct material aid was 
dropped at the administration's re- 
quest; both houses passed a resolution 
last October calling for effective sup- 
port for the resistance. 

Thanks in part to the lobbying of 
pro-resistance groups and the initia- 


more care over my cameras than his 
men's weapons, which were casually 
slung under shawls. 

The relative immunity with which 
we could gain close proximity to the 
post surprised me, but with a note of 
derision one guerilla explained: "The 
army controls only 2 m on each side of 
the post — the rest is ours.” 

Kandahar is a city under siege, but 
ironically it is the Soviet invaders and 
the government troops who are disad- 
vantaged. Scattered throughout the 
city are about 30 posts — some once 
schools and hotels — to which the Af- 
ghan soldiers are confined. The esti- 
mated 30,000 Soviets are concentrated 
at the airport about 12 km southeast of 
the city. 

The only time the Soviets come into 
the city is to resupply the posts and 
then it is in force: large numbers of 
troops supported by many tanks and 
armoured personnel carriers. At such 
times the guerillas find it expedient to 
melt away into the backstreets. 

On the surface the situation was 
quite normal, with shops and 
teahouses doing business, and bus ser- 
vices running. There is a twice-weekly 
bus from Kandahar to Kabul and 
Herat; the 385-km trip to Kabul cost- 
ing Afs 200 (about US$1.70). But only 
children and the old travel — young 
men face the danger" of conscription 
into the Afghan army if caught. 

There is no postal service in Kan- 
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Murphy; Polyakov: recognising special interest. 


tive of anumber of congressional lead- 
ers, a mood has been created in the US 
in which support for the guerillas has 
become good politics. An indication of 
the new mood is the way in which con- 
gressional leaders have taken the un- 








usual step of offering the administra- | 
tion some US$50 million morethan re- | 


quested for the CIA's covert-action 
fund for Afghanistan — bringing the 
approved total to US$280 million. 

The increased public and congres- 
sional interestin the Afghan resistance 
has also brought the covert assistance 
under new scrutiny. A congressional 
task force on Afghanistan has been set 
up by members of the senate select 
committee on intelligence and the 
foreign relations committee to hold 
public hearings on the use of 
humanitarian aid to Afghan refugees 
and closed-door hearings on alleged 
losses of military aid. "in the pipeline." 





One pro-mujahideen lobby 
group, the American Afghan 
Education Fund, claims on the 
basis of its own auditi done 
with resistance groups thatout 
of US$350-400 million worth 
of arms sent by the CIA over 
the past five years, only 
US$100 million worth reached 
the resistance and that in 
the form of antiquated wea- 
pons. Charges of such leakage 
are denied by the administra- 
tion, which does not publicly 
admit to providing arms in any case 

Asked about the alleged diversion of 
the arms, Under-Secretary of State for 
Political Affairs Michael Armacost 
discounted the suggestion. "There is 
an empirical test of their effective- 
ness," he said, “and that test is that 
they [the guerillas], with relatively 
small numbers, have managed to hold 
their own and stymie Soviet efforts to 
pacify the country now for five years 
And from the evidence, we would think 
the Soviets, during the past year, have 
not improved their position.' 

In private, official sources say that 
loss through corruption would be 10- 
15% rather than the 30-80% claimed 
by some critics. Sources also believe 
that the diversion takes place in Pakis- 
tan, with weapons finding their way 
into the black market, rather than at a 
higher administrative level as charged 
by the critics oO 
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is there electricity nor cinemas. The 
mujahideen control the prices of all 
foodstuffs and other essentials, with 
marginal concessions for themselves. 
For example 50 kg of sugar costs Afs 
3,000 for the public and Afs 2,600 for 
the guerillas. 

The presence of the guerillas in the 
city is obvious, and weapons are al- 
ways at hand. Outside one teahouse I 
noticed a freshly oiled light machine- 
gun, and Chinese-made automatic 


rifles were propped against the 
wall. 
The harsh realities of city life 


were obvious too. Most of the shops 
and houses in Kandahar are deserted 
and many reduced to rubble from in- 
discriminate Soviet bombardment. An 
ex-mayor of Kandahar estimated the 
present population at no more than 
10-20,000, from a previous high of 
150,000. The people have simply fled to 
Pakistan. 

Despite the multiple factions within 
the guerilla movement in exile, in Kan- 
dahar they show distinct unity when 
they muster to fight. Many I spoke to 
were actually ignorant of their Pakis- 
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Mujahideen in Kandahar: distinct : distinct unity. 


tan-based parties and reiterated the 
often-heard expression: “In Kandahar 
all groups are one." In fact, the com- 
mon denominator of the Afghan strug- 
gle against the Soviets is their fervent 
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faith in Islam rather than any political 
affinity. 

On two occasions I witnessed 
guerilla attacks on an Afghan army 
post at the village of Zaker on the out- 








Divided, unconquered 





The mujahideen groups argue, manoeuvre and even fight 
for arms and money, but still have one common enemy 


By Husain Haqqani in Peshawar 


fghanistan’s numerous resistance 

groups are as divided as ever, des- 
pite the intensification of activity by 
Soviet forces five years after their in- 
vasion. Personal and tribal rivalries, 
coupled with disputes over sharing the 
millions of dollars in Western and 
Arab assistance which have poured 
into the movement, have kept it from 
forging a common platform to carry on 
the struggle. 

Guerilla commanders inside Af- 
ghanistan increasingly complain of 
Peshawar-based resistance leaders 
holding up essential supplies. There 
have also been instances of one group 
fighting another for control of supply 
routes or territory. Some analysts say 
the divisions may not be such a bad 
thing. 

According to this view, a single uni- 
fied resistance would be easy to infil- 
trate and subvert while several groups, 
with different recruitment methods 
and operational strategy, cannot be 
destroyed simultaneously. Even if one 
group were infiltrated by Soviet secret 
agents or the Afghan Government's 
secret police — the Khad — there 
would still be other sections of the re- 
sistance to carry on the fight. 

Western diplomats and journalists 
broadly divide the 10 or so mujahideen 
resistance groups into "fundamen- 


talists" and “moderates,” officially 
represented by two alliances of seven 
and three parties respectively. Three of 
the groups in the fundamentalist al- 
liance Jamiat-e-Islami led by 
Burhanuddin Rabbani, and two 
groups called Hezb-e-Islami, one led 
by Gulbeddin Hekmatyar and the 
other by Younus Khalis — are gener- 
ally considered to be among the most 
effective, while the moderate alliance 
scores more in public relations than 


actual fighting. The three-party al- | 


liance was involved in trying to unify 
the resistance under former King 
Zahir Shah and one of its components, 
Harakat-e-Inqilab-e-Islami, led by 
Mohammed Nabi Mohammedi, has a 
wide network of support through vil- 
lage mullahs inside Afghanistan. 

Although the seven- and three-party 
alliances still exist formally, there are 
considerable differences within the 
fundamentalist alliance. Recently, 
there were reports of a new united 
front involving Rabbani, Khalis and 
Mohammedi, backed by Shia Muslim 
leader Sheikh Asif Mohseni, but Rab- 
bani's associates deny that he has left 
the original alliance. 

Arab funding for the resistance still 
goes mainly through the fundamen- 
talist alliance and Rabbani obviously 
does not want to be deprived of it. 


“There is a lot of jockeying for a share 
of the US$280 million the Americans 
are supposed to be giving to the 
mujahideen," commented a Western 
observer. "Every group wants to play 
down the other in Western eyes but 
doesn't want to lose its share of fund- 
ing from Islamic countries." 

Hekmatyar is often accused of or- 
ganising attacks on other groups, but 
Western and Pakistani intelligence 
sources consider him and Rabbani to 
be the leaders of the most formidable 
fighting forces. According to a Pakis- 
tani source: "Hekmatyar has culti- 
vated the image of being a hard-line 
fundamentalist and he thinks a bad 
press in the West gives him a good 
image at home. His is the most ideolog- 
ically coherent party and he also has a 
proper chain of command. Hek- 
matyar's problem is his ego: he refuses 
to join anyone else unless he is given 
the final say." 


[5s year, Hekmatyar and Rabbani 
agreed to form a joint council to set- 
tle bilateral disputes and Hekmatyar's 
men cooperated with Panjsher Valley 
commander Ahmad Shah Massoud 
during last summer's Soviet offensive. 
Massoud is allied to the Jamiat-e-Is- 
lami and has complained in the past of 
obstructions from rival commanders. 
Since the beginning of winter, Mas- 
soud's criticisms. have started again 
and cracks have appeared in the Hek- 
matyar-Rabbani patch-up. 

The two continue to share a common 
grudge against: Abdul Rasool Sayyaf, 
who was appointed head of the fun- 
damentalist alliance in 1981 because 
he did not have .a separate group and 
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| | skirts of the city. Both attacks followed 

a similar pattern: under cover of 
machinegun fire the post was ham- 
mered by 82 mm recoilless-rifle and 40 
mm rocket fire — particularly effective 
at close range, being responsible for 
most enemy casualties; automatic 
rifles provide noise and covering fire 
though many guerillas use them with 
more bravado than aim. 

It seemed the objective of the attacks 
was to harass and cause as much dam- 
age as possible rather than to capture 
the post. The day after the second at- 
tack, an Afghan soldier placing hand- 
grenade booby traps in nearby houses 
was captured and confirmed that the 
post had suffered nine killed and 17 
wounded in the two attacks. The 
guerillas, who had no losses, were 
satisfied with this. 

Asked why he could not mount a 
full-scale assault, the guerilla com- 
mander replied: “We don't have 
enough ammunition." The guerillas 
have heard Soviet broadcasts claiming 
the United States is supplying them, 
and have heard reports of arms coming 
in from Pakistan, but say they have 
seen nothing of them oO 


— 
was considered above party politics. 
But in three years Sayyaf, his rivals 
say, has used alliance funds to build up 
a militia of his own, at the cost of the 
other major groups. 

The fundamentalist leaders, with the 
possible exception of Khalis, still share 
common objectives in ideological 
terms and are susceptible to Islamic 
pressures for restoring a semblance of 
unity. But the guerilla leaders' unity 
efforts are sometimes undermined by 
smaller factional chiefs who spread 
exaggerated rumours about infighting 
and corruption, partly to deflate the 
image of the major groups. “The small- 
er groups want to make the real fight- 
ers appear quarrelsome so that for- 
eigners start giving them some funds," 
argued an Afghan researcher at Is- 
lamabad's Qaid-e-Azam University. 

“The fact is that it is the smaller fac- 
tions which are more corrupt, less ef- 
fective and possibly more prone to 
Khad subversion.” According to this 
source, stories about high-spending 
Afghan leaders in exile are designed to 
persuade donors that they should give 
money and weapons to commanders 
inside Afghanistan directly but there is 
no way of doing so effectively. “Many 
of the so-called independent com- 
manders are also guilty of selling 
weapons and pocketing the money," 
said a former Pakistani official dealing 
with Afghan refugees. “The large par- 
tiesare a necessary conduit even if they 
waste part of the assistance." 

Many groups — including Hezb and 
Jamiat — are noW concentrating on 
local and regional tetical cooperation 
instead of trying to thrash out a central 
unified command; ''** 
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These days, the ‘strings’ that unload the 
containers are most likely strung beneath our five 
gantry cranes. They re the last word in container 
handling hardware and part of the reason why, at 
Port Rashid, we consistently achieve such rapid 
turnaround times. Of course, without the necessary 
support equipment and the requisite expertise, 
we'd still be at container one. But with our straddle 
carriers, ro-ro tractors, terminal tractors and a 
full complement of forklifts - plus some of the most 
experienced and skilful operators in the business - 
discharge rates of 78 containers per hour utilising 
two cranes are quite within our compass. 


C ferisati 

Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are supplied 
with regular printouts showing the status of their 
containers in the port. 

Naturally, our capability isn’t confined only to 
containers. General cargo receives the same 
efficient attention and our warehousing is extensive 
in both capacity and mode of storage including 
duty-free. 


Ports and people 


Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf is 
a highly experienced management team controlling 
a skilled workforce. Sophisticated management 
techniques ensure that the port operates at peak 
efficiency and a pre-booking system guarantees 
that all necessary ground equipment is available 
when the ship arrives. Quick turnarounds mean 
that consignees get their goods fast and shipowners 
don't suffer the economic consequences of having 
their vessels delayed. 


Why you should ship Port Rashid 

Dubai is located on the Northwest coast of the 
United Arab Emirates. A major port of call for 
nver six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai's doorstep, her gateway to the 
world and a port served by around fifty shipping 
lines bringing in goods from all over the world 
here are modern road networks connecting with 
the major commercial centres of the Middle East 
and reliable relay services to other ports on the 
Arabian Gulf and neighbouring countries 

Port Rashid offers facilities that generally exceed 
international standards for the loading and 
discharge of vessels and a full range of services is 
available including quavside fresh water 
bunkering, ship repair and chandlering, container 
repair, 24-hour pilotage and crew changing 
facilities 
For more information, contact Port Rashid Authority, 
P.O. Box 2149, Dubai, United Arab Emirates 
Telephone 451545, Telex 47530 PRA EM 
or our US Agent: Mr. Donald Vogler, 
Keppel Marine Agencies Inc., Suite 1561, 26 Broadway, 
New York , NY 10004, 


Port Rashid 


Duhai 





Port Rashid. Dubai. 
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SINGAPORE 


Next on the 
UN hit list 


After quitting Unesco 
there are indications that 
Lee will leave the ILO 


By Ted Morello in New York 


ingapore has singled out the 

International Labour Organi- 
sation (ILO) for a hard look in the 
course of deciding which United 
Nations agency to withdraw from 
next. 

Diplomatic sources here told the 
REVIEW that the ILO appears to be 
the most vulnerable of the rela- 
tively few UN agencies of which 
Singapore is a member. The gov- 
ernment already has formally 
notified the UN Educational, Sci- 
entific and Cultural Organisation 
(Unesco) that it intends to end its 
affiliation effective next 27 De- 
cember (REVIEW, 17 Jan.). 

Singapore is trying — not en- 
tirely successfully — to persuade 
the UN's 158 other member states 
that its decision to leave Unesco is 
unrelated to similar action by the 
United States and Britain. 

But, there is a ripple of privately 





expressed diplomatic suspicion 
that Singapore — the first Third 
World country to break with Un- 
esco — acted under US pressure. 


Singapore's UN Ambassador 
Kishore Mahbubani, however, de- 
nies any suggestion that “we area 
stooge” in Washington's feud with 
the Paris-based UN agency and its 
Senegalese director-general, 
Amadou Mahtar M'Bow. 

Instead, Singapore charges that 
the UN's budgetary assessment 
scale, which determines 
Unesco's, is "unfair and does not 
truly reflect the country's real ca- 
pacity to pay." It complains of a 
“distortion of statistics” by 
socialist countries that results in a 
decrease in assessments despite 
their better ability to pay. 

By contrast, Singapore and 
some other developing countries 
that have registered similar eco- 
nomic growth rates have had their 
UN dues increased. An explanat- 
ory note asserts that in the decade 
following Singapore's admission 
to the UN in 1965, its contribution 
was increased by 400%. 

“If this adverse trend con- 
tinues," the statement concludes 
ominously, “Singapore may have 
to re-assess its membership in 
some of the other international or- 
ganisations as well." 
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Ministerial-level talks about fishing may go some way 
towards improving broader Soviet-Japanese relations 


By Bruce Roscoe in Tokyo 
he new fisheries agreement reached 
between Japan and the Soviet 
Union on 1 February is not regarded as 


| completely satisfactory from a com- 
| mercial viewpoint by either side, but 
| the fact that the accord does not im- 
| pose stringent mutual-access condi- 


tions could foreshadow a thaw in the 
currently icy bilateral relations. 
Fishing disputes ironically have 
helped shorten the diplomatic distance 
between Tokyo and Moscow since the 
Japanese Government imposed four 
measures (boycotting the Moscow 
Olympics, clamping down on official 


Tokyc ish market; ato: dependence on Soviet water. 





credits and high-technology sales, and 
the suspension of official-level con- 
tact) against the Soviet Union, protest- 
ing over its invasion of Afghanistan in 
1979. While all four steps were im- 
plemented, the exchanges of official 
visits have resumed, largely as a result 
of the need to collaborate on fishing. 

The visit to Moscow in September 
1984 of Shinjiro Yamamura, then Ja- 
panese agriculture, forestry and 
fisheries minister, for talks with So- 
viet Fisheries Minister Vladimir 
Kamentsev represented the first visit 
to the Soviet Union by a Japanese 
minister in five years. 

Now, following present Agriculture, 
Forestry and Fisheries Minister 
Moriyoshi Sato's visit to Moscow to 
sign the latest accord with his Soviet 





nd 


counterpart, it appears that even the 
annual matter of quota allocation is to 
be dealt with at ministerial level. Ja- 
panese officials, emphasising that Sato 
played only a “supporting role” in 
Moscow (it was the director-general of 
the Fisheries Agency who actually 
signed the agreement), say they would 
have preferred that the matter not in- 
volve a minister at all. But, according 
to some diplomatic sources, the fact 
that it has may establish a pattern 
leading to a broader range of ministe- 
rial contact. Japan's negotiating posi- 
tion was made unenviable by the fact 
that it needs Soviet waters 
= more than the Soviets need 
Japanese waters. 

The Soviet Union, with 
limited success, exploited 
this predicament by offer- 
ing a 600,000-tonne quota 
on the condition that Japan 
relax some of its zone con- 
trols and agree to port 
visits by Soviet fishing 

; boats. The other two op- 
tions offered Japan were no 

è quota at all, or a quota of 

z 400,000 tonnes, the latter 

" being conditional neither 
upon port visits nor any 
easing of operating con- 
trols on Soviet boats. 





learly, with such a 
heavy dependence on 
Soviet waters — Japan's 


total catch from them last 
year was worth about ¥ 100 
billion (US$384.6 million) 
— Japan would choose the 
first option. But while it 
has conceded on the port 
visits, it has made no appa- 
rent concession on zone restrictions. 

Still the Soviet Union maintained 
the upper hand in the negotiations, 
winning a quota increase from Japan 
of 5,000 tonnes to 495,000 tonnes for 
sardines and mackerel, the species of 
most interest to Soviet boats, while 
Japan had to accept cuts to its quota 
for Alaska pollack and squid, the two 
species it needs most from Soviet wat- 
ers. The pollack quota was reduced by 
20,000 tonnes to 250,000 and that for 
squid from 137,000 to 117,000. 

Both the Japanese Government and 
the fishing industry fear the ‘Soviet 
Union will repeat its strategy of quota 
options, each timereducing the offered 
tonnage until Japan widens the regions 
it allots to Soviet boats within its zone, 
and at the same time lengthen the fish- 
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Indonesia-Transfield has 
already built a reputation. 
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The Transfield Group has supplied expertise and can supply prefabricated 
agricultural aircraft for Thailand’s sugar steelwork throughout South East Asia for 
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In Its 26th Edition | 
Asia 1985 Yearbook, celebrating its 26th anniver- 
is bigger and more comprehensive than ever 


o e. Matching the rapid pace of Asian development, 


gone into greater detail, with deeper insight, to 
a book that anyone who has any dealings with 
should have on the bookshelf, 





main hi: buy of the book contains chapters on 31 
ntries. Each is divided into 3 sections — Politics/ 
ial Affairs, Foreign Relations, Economy/Infrastruc- 
| — ranging from Afghanistan through China, to 
ea and Japan, down through the Philippines to 


astrala and New Zealand and then back to Pakistan 


India, Indonesia, Si ingapore and Malaysia. 


| in the past, the Yearbook has an abundance of 
harts, tables and graphics to illustrate the material, 
uding a full military profile of every country. Each " 
ü 


th has anew EP pto go with its chapter. 


) TRE E Analysis 


h country is discussed with up-to-date reviews of its 


itics and Social Affairs, Foreign Relations, Economy 


Infrastructure. The Yearbook gives you localised, 
hand information on everything from market poten- 


m and Soci and cultural landmarks. Each section has 
= also been supplied with a set of vital statistics compiled 
. against a master questionnaire provided by Yearbook 


| every year. Every week, the Hei 
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Yearbook is the result of thousand ofr 






provide on-the-spot reports from every” major Asian 
capital. From Islamabad to Tokyo,:Peking to Canberra 
and virtually every area of interestt ughout Asia. This . 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give. 
minus the mystery, minus the myth. To give you Asiaa as. 
only the Far Eastern Economic Review. ( an. | 








Soft Cover: HK$1 70/USS21 .95/£16. 75/8547/M$50 
Hard Cover: HK$200/USS25. 95/£20/S$56. 50/MS$60 


For airmail delivery, please add: | 
HK$45/US$6/£4.50/S$12.50/MS$13. 50 
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To Publications Division, : 
Far Eastern Economic Review, 
G.P.O. Box 160, 

Hongkong 
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fresh restrictions on Japanese boats. 

A desperate attempt to avoid grant- 
ing such concessions this time was 
made by offering the Soviet Union 
¥2.3 billion in compensation for the 
difference in each nation's catches 
from the other's zóne — but this the 
Soviet Union rejected. 

Although both sides cut each other's 
total quota for 1985, the reduction 
need not result in smaller catches con- 
sidering that neither fishing industry 
for at least the past six years has ever 


managed to fill its quota. 

Japan has been mitch more success- 
ful in this regard “than the Soviet 
Union, though both disagree on the 
reasons for the success. The Soviet 
Union claims that Japanese boats face 
far fewer restrictions in Soviet waters 
than Soviet boats do in Japan's zone. 
Japan, on the other hand, argues that 


array of antennae. 
The Sóviet request for boats to be 
able to visit Yokohama this year was 
viewed with particular suspicion, con- 
sidering thé proximity of Yokohama to 
the Yokosuka naval port. But opposi- 
tion to the port calls by the agency and 
also the Foreign Ministry was overrid- 
den by the Fisheries Agency which 
preferred conceding on the visits to 
easing up on zone access conditions. 
Now that. the quota negotiations 
have been settled reasonably amica- 
bly, the salmon talks currently in pro- 
gress are providing an equally strong 
test of bilateral goodwill. Moscow had 
announced last June that it would ter- 
minate the 1978 fisheries cooperative 
agreement as of December 1984. 
Under this agreement, which put a 


JAPAN/SOVIET FISHERY CATCH: QUOTA AND 
ACTUAL PERFORMANCE 


zone 


Soviet fishing boats 
are inefficient and do 
not try hard enough. 

One restriction that 
the Soviet Union par- 
ticularly wants lifted 
is the ban on trawling 
in waters less than 500 
m deep, which makes 
life tough for Soviet 
fishermen when sar- 
dine schools move into 
shallow Japanese wat- 
ers. 

To be fair, it must be 
pointed out that this 
rule also applies to Ja- 
panese boats, but 
nonetheless Japan suc- 
cessfully opposed the 
Soviet Union's at- 
tempt to enforce the same trawling re- 
striction, on the grounds that it would 
severely hamper Japanese boats. 


partial end to a cen- 
tury-old squabble over 
access to rich fishing 
grounds in northern 
waters both countries 
regard as their own, 
Japan each year for the 
six years to 1983 took 
42,500 tonnes of sal- 
mon (last year’s limit 
was 40,000 tonnes). 
But for the favour 1t 
has had to pay the 
Soviet Union annual 
fees that have grown 
from ¥1.7 billion in 
1978 to *4.2 billion in 
1984. 

So far, Japan has re- 
garded the fees as well 
worth paying, though 
they are sure to be considerably higher 
this year as Soviet worries intensify 
over depletion of the resource. 

Failure to reach a salmon accord has 
the potential to undo the work done on 
quota allocations and worse. Fisheries 
Agency sources, however, are confi- 
dent that a deal will be worked out. Ac- 
cording to the agency, both sides, as 
well as having to satisfy their respec- 
tive industries, are fully aware of the 
greater responsibility implied by the 
fact that the bilateral relationship has 
little else than the open sea to fall upon 
if the high-level contact forged by fish- 
ing issues breaks down. o 





L ast year Soviet boats were allowed to 
call at Onahama Port in Fukushima 
prefecture, but anti-Soviet demon- 
strations made it virtually impossible 
for crew to leave the wharf. The ap- 
proved port has been changed this year 
to Shiogama in Miyagi prefecture, but 
Shiogama Mayor Yuzo Utsumi has al- 
ready termed such visits “intolerable.” 

Japan had not intended to offer vis- 
iting rights this year because of deep 
suspicions that Soviet boats last year 
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Huge funds pour into the 
backward region — but 
where is the return? 


By David Bonavia in Hongkong 
i" an astonishing display of frank- 
ness, an important Chinese economic 
organ has disclosed that the Tibetan 
Autonomous Region is virtually bank- 
rupt and almost entirely dependent on 
Peking for its daily needs. The Shang- 
hai World Economic Journal revealed 
that between 1952 and 1983 Tibet con- 
sumed the huge sum of Rmb 7.5 billion 
(US$2.7 billion) 

“Has Tibet, with such vigorous fi- 
nancial support from the state, built its 
economy on a foundation of develop- 
ing on its own? Regrettably, the answer 
is negative," the journal said in its 
issue of 21 January. "Tibet's entire 
economy has declined and become 
more and more dependent on state 
subsidies. " 

The admission of Tibet's insolvency 
is ironical in the light of a recent report 
from Lhasa which tells of communist 
party First Secretary Yin Fatang at- 
tending a “symposium of advanced in- 
dividuals and advanced collectives in 
getting rich through hard work." 

Yin, an old Tibet hand, took the re- 
gion over in 1980 and abolished former 
policies which the herdsmen and farm- 
ers disliked. Of special importance was 
the clearance for farmers to return to 
growing their beloved hill-barley in- 
stead of winter wheat, as advocated by 
the central authorities 

Yin claimed on 4 February that 
Tibet's grain harvest in 1984 amounted 
to some 480 million kg, an increase of 
about 30% over the previous year. 
However, livestock sales were de- 
scribed only as "higher" than in the 
previous year. Tibet's livestock in re- 
cent years has suffered successive dis- 
asters through snow, frost and disease. 

The regional party boss said Tibet- 
ans were responding well to the new 
contract-responsibility system which 
was originally devised in 1979 for 
grain-growing areas of China proper, 
but has been modified to suit the needs 
of pastoral regions. 

"At present, over 93% of the 
herdsmen's households in our region 
are implementing the production re- 
sponsibility system that households 
can breed livestock which belong to 
brigades by contract, can carry out ac- 
tivities on their own initiative and can 
dispose of their products on their own 
initiative, which will remain un- 
changed for a long time," he said. 

In other words, the fiction that a 
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could be scores of miles from | ing to Rmb 4.3 billion. 
're he pastures them is being drop- 
ped in all but name. This is the pastoral 
equivalent to the return to private 
farming on the plains. | 
However, the Shanghai journal said 
that an increase in output value of 
Rmb 1 required an increase of Rmb 
1.21 in state subsidies. "How will Tibet 
be able to accomplish modernisation if 
this situation is allowed to go on?" If 
Tibet were to join in the national goal 
of quadrupling output. by the year 
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Nonetheless, it was not feasible to 
reduce the subsidies, the article 
claimed, because Tibet is “a backward 
area inhabited by fraternal minority 
nationalities.” But “the basic cause of 


Tibet's economic decline has not been a 


states money has not been used to 
vitalise the commodity economy in 
Tibet." 

In socialist accounting terms, Tibet's 
problem is that it uses state funds to 
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Jakarta faces up to 
the Peking bogy 


ollowing the communist coup at- 
| tempt of 1965 in Indonesia, with its 
alleged Chinese involvement, Sino-In- 
donesian relations deteriorated until 
eventually diplomatic relations were 
suspended in October 1967. Today, 
more than 17 years later, not only have 
these ties not been resumed, but there 
are not even any direct trade links be- 
tween China and Indonesia. 

However, relations have improved, 
albeit slightly and very slowly: there 
have been irregular contacts between 
Chinese and Indonesian diplomats at 
the United Nations, and in a variation 
on ping-pong diplomacy, Chinese bad- 
minton players have been allowed to 
participate in international tourna- 
ments in Jakarta. Nevertheless, the In- 






Moscow, so the subsequent overtures 
to Peking could be seen as an attempt 
to demonstrate an even-handed ap- 
proach to trading with socialist na- 
tions. 

But purely economic considerations 
would appear to be uppermost. In- 
donesia’s trade with China has 
hitherto been conducted through third 
countries — mainly Hongkong — and 
this has resulted in Indonesian com- 
modities being less competitive, as 
well as making Chinese goods more ex- 
pensive. Although the volume of Sino- 
Indonesian trade has continued to 
grow, it remains in favour of China 
(page 99). 

Indonesian exports to China have 
only become significant since 1981 


donesians' basic position has not | when they reached US$8.3 million, but 
changed. in the same year China's exports to In- 


Indonesian leaders have not always 
been totally united on the normalisa- 
tion issue. A group centred on the late 
vice-president and longtime foreign 
minister Adam Malik and some indi- 
viduals at the Foreign Ministry for 
many years advocated normalisation, 
while the Ministry of Defence strongly 
opposed it. President Suharto threw 
his weight behind the latter position. 

But a speech to the American 
Chamber of Commerce on 5 November 
1984 by Foreign Minister Mochtar 
Kusumaatmadja rekindled the hope of 
the pro-normalisation group. Mochtar 
said that though Indonesia was not 
ready for diplomatic normalisation 
with Peking, Indonesian businessmen 
were ready for the establishment of di- 
rect trade links with China. Naturally 
there was speculation that such links 
might eventually lead to the restora- 
tion of diplomatic ties. 

The direct-trade proposals obvi- 
ously stemmed from the decline of In- 
donesian oil revenue and the need to 
promote non-oil commodities exports. 
In October 1984 Jakarta had signed 
trade agreements with Budapest and 
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donesia were worth US$253.5 million. 
According to the Indonesian Central 
Bureau of Statistics, the trade gap has 
narrowed. 

In 1983 Indonesian exports reached 
US$26.9 million while imports stood at 
US$240 million. And in the first 10 
months of 1984 Indonesian exports 
through Hongkong reached US$31.5 
million, with imports at US$150.4 mil- 
lion. Given this trend, many Indone- 
sian businessmen see China as a large 
potential market for Indonesian non- 
oil commodities. 

How direct trade links should be es- 
tablished has not been spelled out 
clearly. Questions as to whether the 
government has made necessary pre- 


esses: 
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sidies to bu y goods from 
the country. And thése 
goods accounted for 96% of the total 
volume of goods retailed in Tibet that 
year, according to the writer. "This 
shows that the state's money was not 
used to develop local commodity pro- 
duction." 

In socialist jargon, Tibet's problem is 
that it has a complicated superstruc- 
ture without an economic base. What 
this means is that the Chinese au- 
thorities have installed technical and 








parations and whether trade represen- 
tativesin each country are needed have 
not been addressed.-Not surprisingly, 
the proposal has generated mixed 
reactions. 


T lobby in favour of direct trade 
links includes the foreign minister, 
many Jakarta businessmen and some 
Indonesian newspapers, such. asthe 
Jakarta Post. The argument for direct 
trade is that it would be beneficial to 
Indonesia and that the time is now ripe 
for it, with a more pragmatic regime in 
power in China, to which the rest.of the 
world is already beating a path. This 
group seems to detach trade links from 
diplomatic relations. 

Another body of opinion, however, is 
taking a more cautious attitude. 
Merdeka, a nationalist newspaper 
which is well known for its critical 
stance towards Peking, said in a recent 
editorial that “it is still not clear . . 
whether the direct trade relations pre- 
sent no problem . .. Peking may use it 
as an approach to encourage relations in 
the field of foreign policy. If this is 
done, then the aim of the direct trade 
link will bring about a political conse- 
quence which Indonesia may find hard 
to accept." 

Angkatan Bersenjata, the Indone- 
sian armed forces" newspaper, argued 
along the same lines in an editorial on 9 
November 1984, saying that for the 
door to direct trade to be opened was 
natural given the already large amount 
of commodities fróm China entering 
Indonesia and the big demand for pri- 
mary products in China. 
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Y the state’ s investment. Pande 
for administration were increased 10 
times since 1952, and administrative 
funds account for 54% of the total in- 
dustrial output value. 

The Shanghai journal bluntly 
stated: “State subsidies will not do 
Tibet any good, just as in the case of 
anaemia, which becomes more severe 
if more blood is transfused to the per- 
son suffering from it. If the state sub- 
sidies are really meant to help Tibet ac- 


But it added that what was needed 
was “a mature preparation, because 
with the direct trade there will be a 
presence of representative offices in 
each country which would lead to two 
possibilities . . . diplomatic normalisa- 
tion or [the destruction of] the hope of 
improving relations." 

The editorial went on: "Apart from 
the factor of [China's] involvement in 
thecoup and its rolein communist sub- 
versive activities in various Southeast 
Asian countries, we do not have any 
objective need [for normalisation] . 
Indonesia has not encountered any dif- 
ficulty in international forums [while 
not] having diplomatic ties [with 
China]. On the contrary, Indonesia has 
enjoyed peace and stability.” 

It is interesting to note that the com- 
mander-in-chief of the Indonesian 
armed forces, Gen. Benny Murdani, 
has stated that Indonesia is ready to 
safeguard direct trade links with 
China — thus denying that such links 


€ The advocates of direct trade 
argue that it can be undertaken 
perfectly well without direct 
ties... But opponents of the 
proposal believe that the mere 
presence of Chinese diplomats 
at a trade mission in Jakarta 
would in itself pose a serious 
security risk. 9 
TA E a L 08 0000000 


would pose a security problem. But, 
despite Murdani's apparent support 
for the proposal, it seems unlikely that 
trade links will be established quickly. 
Apart from the lack of a machinery for 
such trading, there is still a deep- 
rooted suspicion of China among many 
of Indonesia's generals. 

The advocates of direct trade argue 
that it can be undertaken perfectly 
well without diplomatic ties and point 
to the trade links already existing be- 
tween Indonesia and Taiwan, and be- 
tween Singapore and China — though 
the countries concerned do not main- 
tain diplomatic relations. They also 
say that the local Chinese community 
is now "under control" and no longer 
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oec produc- 
tion and A odity exchange." 

Behind this tale of woe lie three dec- 
ades of Chinese inability to learn that 
the Tibetans in general like their tradi- 
tional lifestyle of herding and growing 
barley and are little interested in 
changing it to go to factories or grow 
vegetables. Their attitude seems to be: 

"If the Han want to spend all this money 
on tinned fruits and lathes, let them. 
All we want is to be left alone." Oo 






Leo Suryadinata 





poses any major security problem. 

But opponents of the trade-links 
proposal believe that the mere pre- 
sence of Chinese diplomats at a trade 
mission in Jakarta would in itself pose 
a serious security risk. They have not 
forgotten the 1965 coup, which they 
believe was supported, if not en- 
gineered, by Peking. And they are still 
suspicious of the local ethnic Chinese, 
even though the majority of them are 
now Indonesian nationals. 

The most crucial factor will be 
Suharto's attitude towards the matter. 
Since assuming power he has singled 
out China's support for communist 
parties in the region, including In- 
donesia's, as the prime reason for poor 
Sino-Indonesian relations. 

He has insisted Peking should re- 
nounce its support for these parties be- 
fore the notion of a resumption of dip- 
lomatic ties can be entertained. (The 
armed forces daily also listed two other 
preconditions for diplomatic normali- 
sation: that Peking acknowledge and 
apologise for its involvement in the 
1965 coup.) These conditions seem un- 
likely to be acceptable to Peking. 

Since his victory in the 1983 presi- 
dential election, Suharto has become 
more assertive in foreign policy. He has 
travelled overseas extensively and this 
year will visit more countries, includ- 
ing some in Eastern Europe. It is not 
coincidental that Jakarta has decided 


| to host the 30th anniversary celebra- 


tion of the Afro-Asian conference in 
April and that the president will ad- 
dress it. 

The presence of Chinese representa- 
tives at the celebration has not yet been 
confirmed, but it is probable that now 
it has been invited, China will partici- 
pate. China has already responded 
positively to Mochtar's suggestion of 
establishing direct trade links. Asean 
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Chun votes: success 


SOUTH KOREA 


Judgment 
on Chun 


A new political party makes 
striking gains, cutting into 
the more moderate opposition 





By Shim Jae Hoon in Seoul 


large number of South Korean 
voters delivered a stern political 
judgment on the government of Presi- 
dent Chun Doo Hwan in the 12 Feb- 
ruary general election for a new na- 
tional assembly Hardline op- 
positionist supporters of dissident 
leaders Kim Dae Jung and Kim Young 
Sam, who have become known as the 
“two Kims.” made a strong show- 
ing in most key urban areas, including 
Seoul, Pusan, Taegu and Inchon 
Chun’s ruling Democratic Justice 
Party (DJP) limited its losses to only 
three seats and maintained a control- 


| ling majority in the single-chamber 


parliament. But its electoral success, 
helped by a controversial election law 


which favours DJP candidates, was 
overshadowed by the voters’ support 
for a stronger opposition. In 50 of 92 
| districts, they abandoned candidates 


in general and Indonesia in particular | 


would appear to figure highly in Pe- 
king's foreign-policy priorities, with 
China anxious to break out of what it 
perceives as its "encirclement" by the 
Soviet Union and Vietnam. 

But whether the Chinese will can be 
matched by Indonesian desire is à 
question the next few months should 
answer. n 


| 
| 


| 





from the moderate and tame opposi- 
tion Democratic Korea Party (DKP) in 
favour of the more radical New Korea 
Democratic Party (NKDP) 

Voter support for the DJP reflected à 


desire for political stability, but votes 
cast for the NKDP at the same time 
demonstrated support for a commit- 


ment to fight for the restoration of 
those democratic institutions curbed 
by Chun since he came to power in 
1980. NKDP candidates focused their 
campaigns on the issues pushed by the 
two Kims: freedom of the press; an in- 
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. . The election results yi 
— with the choice of coming to (eris m wi 
-— a much more determined opposition or 
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risk facing more serious political un- 
rest in the years remaining in his term 
of office, which is due to end in 1988. 


The country is scheduled to host two 
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-DJP's top leadership to 
. accommodate electoral 


- tical relaxation. Reli- 


activities of 14 major 
- eluding the two Kims. 
across the country, the 


— the DKP as the main op- 


start 





important international events which, 


“in part, are to demonstrate South 


Korea’s coming of age — the Asian 
‘Games in 1986 and the Olympics in 


1988, 


With the DJP now saying it is ready 
to strike a dialogue with the NKDP, 
Chun seems aware of the far-reaching 


- implications of the NKDP's gains. He 
418 expected to revamp 


his cabinet as well as the 


demands for more poli- 


able sources have indi- 
cated that Chun is al- 
ready considering lift- 
ing a ban on the political 


Opposition figures, in- 


By winning 50 seats 
NKDP has now replaced 


position group in the 
single-chamber parlia- 
ment. The DKP gar- 
nered only 26 seats, a 
hefty drop from the 57 
seats it won in the previous election in 
March 1981. "I have no comment ex- 
cept to say we should make a fresh 


and regain our opposition 
— character,” said DKP president Yoo 
T Chi Song. 


he NKDP, despite the fact it had 
only three weeks to organise itself 


- and just 20 davs of restricted cam- 


paigning, shamed the DJP in five key 
areas of Seoul, Pusan and Taegu. In 
Seouls wealthy Kangnam district, 
DJP candidate Lee Tae Sup, a member 


- of Chun's cabinet, was beaten by Lee 


Jung Jae, a long-time DKP figure who 
recently benefited from the lifting of a 
ban on politica! activities of some op- 
positionists. 

And in the capital's Chongno- 
Chunggu district — considered the 
most prestigious in the nation — while 
DJP assembly floor leader Lee Jong 
Chan succeeded in his re-election bid 
for one of the district's seats, the other 
went to NKDP candidate Lee Min U, 
formerly an unknown in the area. Lee 
Min U's victory was not only a surprise 
to the DJP but a worrying one, given 
that the NKDP candidate drew almost 
as many votes as his DJP rival. 

In the southern city of Taegu, Han 
Pyong Chae, DJP chairman of the na- 
tional assembly's judiciary committee, 
was beaten by Lee Man Sop, a Korea 
National Party (KNP) candidate and 
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the NKDP and other parties. Among 
the more crushing defeats was that of 
Yun Sok Sun, the powerful DJP deputy 
secretary-general and a former Korean 
Central Intelligence Agency (KCIA) 
officer. 

The DJP did win 87 assembly seats, 
so the election was far from a disas- 
ter for it. In the conservative, rural 
areas, government candidates won the 
day on the theme of continued political 
stability and economic development 
under Chun. The DJP even won both 
seats in Kwangju, capital of Kim Dae 
Jung's native Cholla province and the 
site of a bloody armed rebellion 





against the Chun government in 1980, 

Representative of the DJP's general 
success was the election of retired gen- 
eral Pak Chun Pyong, a close protégé of 
Chun and a former commander of the 
Defence Security Command. Pak ran 


| from Poun district and won a landslide 


victory. As in Kwangju, the people of 
Poun chose the DJP candidate to at- 
tract the central government's atten- 
tion to its many hoped for rural deve- 
lopment projects. 

Despite the new opposition's show of 
strength, the DJP will continue to 
enjoy a comfortable majority in the 
276-member assembly since, under the 
electoral law, 61 additional seats are 
awarded the party which wins the 









iy 
he | beds 
M 2E s 
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will hold 148 seats — only a few seats 
less than it held before the election. 
This compares with the NKDP's 
strength of 67, the DKP's total of 35 
and the 20 seats picked up by the KNP. 


elped by a record turnout — more 

than 84% of the countr y's 23 million 
eligible voters cast their ballots, the 
highest percentage in 26 years — the 
NKDP won in all of Seoul’s 14 districts 
(the DJP won only three seats in Seoul, 
with the rest going to other groups), six 
out of 12 districts in Pusan and two of 
six districts in Taegu. 
The NKDP won 43.2% of the popu- 
lar vote in Seoul as 
against the DJP's 27.4% 
and, in Pusan, it won 
37.5% compared with 
the DJP's 28.6%. 
Nationwide, the DJP 
won 35.2% of the popu- 
lar vote, less than the 
38% it vowed to win. 

By contrast, the 
NKDP, with both of its 
leading figures — the 
two Kims — under 
house arrest, won 29.4% 
of the nationwide vote, 
overshadowing the op- 
position DKP which 
only picked up 19.9% of 
the nation's voter sup- 
port. The rest of the vote 
was spread among candidates repre- 
senting the KNP and various splinter 
groups. 

One interesting feature of the elec- 
tion was the heavy student participa- 
tion in campaigning, mostly in support 
of the NKDP — drawn by the party's 
promise to help restore freedom of 
press and revise the constitution to 
provide for the direct, popular election 
of the president. While the DJP relied 
mostly on money and organised groups 
of voters for its success, dissident stu- 
dents helped generate a mood of sym- 
pathy for the NKDP, booing DJP can- 
didates and noisily applauding NKDP 
candidates at campaign rallies. 

Another interesting feature of the 
election was the number of new faces 
who picked up seats against tremend- 
ous odds — shortages of campaign 
funds, lack of media exposure and, at 
times, harassment [rom police. 

Flushed with victory, NKDP chair- 
man Lee Min Woo commented: “This is 
a miracle." He said he could have 
scored bigger victories "had there been 
a clean and fair vote." One of his top 
priorities, he said, will be to seek a 
merger with the DKP and other oppo- 
sition groups to form a broad opposi- 
tion coalition. Once that was achieved, 
Lee said, he would possess enough 
votes to call the assembly into session 
or pass a no-confidence motion against 
the government. ü 
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No gold, 
just glut 
and gloom 


Es By Anthony Rowley in Hongkong 
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to come on stream, reflecting the long lead times of the 
building cycle. The office- building boom is now moving to- 
wards its end in most Asian capitals — notably in Hong- 
kong and Singapore — but it will be some time (at least a 
couple of years) before demand catches up with supply. Of 
course, property could come sharply back into vogue even 
before commercial. demand revives if neon returns. 


WORLD RENTAL LEVELS | 







K HER quoted locally 
(May 1984) 
London-City. 
London-West End 
Manchester - 
Glasgow 
Brussels 
. Paris. 
Amsterdam b 
Frankfurt m 
Madrid 2m 
Barcelona 
New York mid-town 
New York down-town 
Chicago |. | 
Los Angeles 
San Francisco 
. Sao Paulo 
. Singapore 
. Hongkong 
"Tokyo 
Johannesburg 
Melbourne 
Sydney 
Perth 





rud ar iam ar raa a A 


Notes: Rents for each centre are given in olim lin the way they are duong locally: Practice varie 
rents include charges for cleaning, lighting and other services, some include rates and property taxes and some are on a 
gross floor area, that is including lifts, stairs, toilets and communal parts of the buildings. 

To allow comparison column 2 converts rents into US$ m? p.a. excluding charges, rates and taxes and discounts any gross 
floor areas to net lettable areas. The approximate additions to the net rent in column 2 for services, rates and taxes are 
given in columns 3 and 4, and the total costs to the occupier are shown in column 5. 


; Source: Richard Ellis Research. 


This certainly cannot be ruled out if the United States and 
other monetarist governments are faced with another 
politically damaging recession and slowdown in. world 
trade in 1986. Then they may have to pump money in to save 
the system, even at the expense of renewed inflation. 

But intheabsence of inflation at thelevels seen in thelate 
1970s the prospects of yields on commercial-property 
developments matching even financ- 
ing costs look remote in the near term. 
In Singapore, for instance, some of the 


hotel rooms currently pouring onto the ON OTHER PAGES king run at up to the equivalent 
market were predicated on room rates | | US$36/m' a month (some US$10 abos 
of nearly S$400 (US$180) a night — Hongkong 48 . Hongkong's current highs) 
twice the level of rates prevailing when China 50 they range down to a more b 
the developments were planned and Singapore 52 able US$15 equivalent in Canton 
based on an extrapolation of prevail- Japan 55 Shanghai somewhere between 
ing inflation rates. The rooms are un- South Korea - 57 two | 
likely to rent at more than half that The residential property market i 
amount now, always assuming they Taiwan 98 Asia presents a much more diverse ar 
can be let at all in a glutted Singapore Malaysia . 63 varied picture and generally is not su 
hotel market. Philippines 64 fering anything like the traumas of th 
Likewise, Hongkong Land's Ex- Thailand . 66 over-built commercial sector. There 

change Square development on the indonesia 66 has been a rea! pick- up at the lower: 
Hongkong Central districts water- Australia — 67 end of the market in Hongkong with: 
front was built on what was probably — | A | the revival of political confidence fole: 

_ the world's most expensive site, at WS West Coast 70 lowing the signing of the Sino-Briti 

| HK$4.6 billion (US$590 million) foran US East Coast 70  ioint declaration on the future of + 

. area of 144,000 ft?, and was predicated Canada = 72 territory beyond 1997. Sing 
on rents of 'HK$30-40/ft2 a month. In. Britain naan 73.. however is phigamalor o 
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tered is the supply side. New developments have continued HK$18-24 (exclusive of charges). But at least the he 


‘Stripping room availability much of the time and av 


sation has brought an influx of foreign bankers 


had to pay astronomic rents. The situation is im 





























































market in Hongkong is booming, with demand gr 





occupation rates in excess of 9095. 
These situations represent the extremes of the ma 
but the picture of excess capacity is true of East Asia i 
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and that is China. The country's 


other business men into Peking and other major 
Most of them have had to exist in primitive con 
tions with hotel rooms doubling as offices — and h 


ing (slowly) mainly in Canton but also in Shang! 
though Peking remains sadly und 
supplied with modern office bi 
ings. Rents for office-tvpe space ir 





residentia as well as 
abii sector. 















































y Liz Carver in Hongkong - 

he Hongkong property market has been said to be on 
the rebound about as often as the US dollar has been 
said to have peaked. But now it does seem to be on the 


fice space, particularly, still has a serious problem of over- 
u »ply — ~a massive overhang which cannot be talked away. 
"he Hongkong Land Co. has said 
t its January decision to build. a 
rd tower at its new Exchange 
quare development for HK$750 mil- 
on (US$96.15 million) is based on the 
lief that there will be a tight market | 
or prime office space in the Central | 
iness district by 1988. What this 
lys. by omission is that there is more 
an enough until then. Hongkong 
nd, which has been marketing the 
change Square complex worldwide, 
y have to "raid" existing buildings 
o- get tenants for the massive project. 
e project's nàme comes from the 
nified Stock Exchange, which is to be 
ised there.) Government figures re- 
sed in January showed that things 
improved somewhat, with a 1984 
yrateof 13.896 against 20.6% in 
3. Rents held largely steady and in 
Ww areas rose, d to Collier 
y, the property consulting and management firm, while : 
s remain above 10%. The government said that for 
me space in Central, total 1985 supplv would be more 
n five times the average demand of recent vears. 
‘entral offices with harbour views have commanded 
rage rents of about HK$18/ft? a month. Rentals in Ex- 
nge Square — originally envisaged at HK$30- 40/ft^ — 
| now more likely be about HK$18-24 excluding ser- 
ss. Rents in the nearby Landmark are averaging HK$19- 
Another Hongkong Land property, the Hongkong Club 
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* Estimated. 
Source: 
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me nd. However, though vacancy rates in all major sectors | 
of the market fell last year, the recovery continues to bei] 
spotty, with rough times still ahead for some categories. Of- 


THE HONGKONG OUTLOOK 


Office supply and vacanEY rates 


Hongkong Rating and Valuation De- 
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building (which has been well received, especially by 
foreign banks setting up new offices), is commanding 
rents of about HK$17.50. Central, however, has not been 
severely tested over the past year, since only two first-class 
buildings have come on stream; the Hongkong | Club bull 
ing and Wheelock House. The latter has had some difficulty 
in attracting tenants, because its net usable space is low 






l (rents in REDAEROUE often include each tenant's share of 


common facilities such as lobbies and 
lifts). | 
Besides Exchange Square, a with 
about 1.2 million ft?, 1985 will see the 
completion of the Hongkong Bank's. 
headquarters, releasing much Central 
space.now occupied by bank staff. 
Further space will be released as civil. 
servants move into the government's 
new Waterfront Building. Also due on 
stream is the Shun Tak Centre, with 
650,000 ft? of space. Further down the 
line, Exchange Square's third phase 
will face competition from the Bank of 
China's new headquarters coming on. 
stream in 1988. The bank's building is 
projected to have about 1.15 million ft? 
gross areà most of which will be let. 


east in Causeway Bay, office rents 
have been in the region of HK$9/- 
ft?. On the other side of the harbour in Tsimshatsui, they 
are about HK$9.50. Tsimshatsui (the main tourist area of. 
Hongkong) and the adjacent, recently developed East 
Tsimshatsui were among 1984's surprises; they were consi- 
dered overbuilt just six or eight months ago, but large num- 
bers of textiles and electronics firms have moved in or ex- 
panded, and property consultants are now talking about 
shortages. 
However, the decidedly unglamorous. industrial Sector 

of the market has been the real star performer, with most 


JI n adjacent Wanchai and further 








Hongkong and Kowloon Wharf’s ren- ma 
tal properties are more than 90% oc- 





cupied, | stockbrokers. | Vickers da 
.Costanote. — 
But though Wharf shoulc continue 





















m he Jonger-term implieations for 
. property and development com- 


market's steadier and firmer tone — 
including expected improvements up 
to 1987. 88 -— may already have been 
ed by. stockmarket investors. 
erir terest. rates will help reduce 
ut vill. also.draw more investors to 
property. itself rather than property 
Shares, brokers. RE & Kiiman (Vor 

ast) believe: ©0000 oecon os 
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investment in property which RU 
annual return of well over 10% — 
sufficient to cover the cost of the 
mortgage," Rowe & Pitman says, 
adding that most property stocks are 
already trading either equivalent to 
or at premiums to their net asset 
value. (One exception to this is Hong- 
kong Land, trading at about HK$4.40 


in early February against a net asset 


: 
TAF 


value of about HK$6.) —— 

What this means to investors is that 
even firms with good cash flow and 
developments seemingly well-plan- 


| ned for the market may not be very 
| attractive. phosgerts. For examp e, i 
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to enjoy stable recurrent rental in- 
come, Vickers considers the shares 
fully priced; explaining.that “com- 
pletion. of an existing. development 
programme will mean increasing re- 
liance on rental increases [for profit 
growth] in astill oye applet prop- 
erty market, dl 
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local and foreign industrialists sought room to grow 
(Domestic exports rose 35% in the first 11 months of 
1984, compared to a year earlier, with especially strong 
growth to the United States and China.) During 1984, the 
government's preliminary figures show take-up of flatted 
factory space rose about 18% from 1983, and the vacancy 
rate by year-end was only 5.2% — less than half the 1982 
level. 

Local firms generally tend to lease as a matter of policy, 
whereas foreign concerns favour purchases, according to 
property managers and consultants Jones Lang Wootton. 
That began to change in the final quarter of 1984 (after the 
September initialling of the Sino-British joint declaration 
on Hongkong's future). But as with the market overall, in- 
dustrial property had its weaknesses. Newer buildings 
have commanded an increasingly wide margin over older 
properties, even in similar locations. Jones Lang Wootton's 
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HONGKONG PROPERTY COMPANIES 


(Prices as at 25 January 1985 in HK$) 


Investment Companies 
Hongkong Wharf 
Hongkong Land 

Hysan 

New World 


Development Companies 
Cheung Kong 

aog Lung 

Henderson 

ICH 

New Town 

Sun Hung Kai Properties 


* Actual Source: Vickers da Costa 


James King notes that industrial space with good access to 
the Mass Transit Railway and major roads (often in the 
southern half of the Kowloon peninsula) has been most in 
demand, and prospective tenants now find the choice lim- 
ited. 

Because of shipping containerisation, a building needs 
good loading facilities to get tenants; those with good ac- 
cess can be rented for up to HK$3/ft* a month, while older 
structures languish even at HK$1/ft*. Purchase prices of 
prime industrial space are about HK$220-290/ft*, though 
în less desirable areas this can fall as low as HK$110. Crea- 
tion of much new factory and warehouse footage is un- 


Vickers’ words. 
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with a fine investment portfolio," in 
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likely, because there is little space left in prime locations; | 
the government is forecasting a tighter market for this see 


tor in 1985. p 
[4 


he expected demand boom arising from the) 
T South China Sea oil search has failed to materialise,” 
mostly because the oil has not yet been found in exe 
citing quantities. While in the early 1980s there were hopes > 
that foreign oil firms would snap up commercial and resi- = 
dential space for staff involved in the exploration program- 
me, what has actually happened is that most such come 
panies which were in Hongkong have moved the majority 
of their staff to China. "[Even] if they do find oil in the 
South China Sea, it will not be a bonanza,” said George > 
Doran of Collier Petty, — 
Sales of residential 
apartments in 1984 rose 
22.6% on the previous s 
year (not including the- 
New Territories), ace 
cording to the govern= 7 
ment. Young local prosi 
fessionals have been the ~ 
driving force here, as” 
they have during mostof © 
the past two years of i 
turbulence over Hong- 
kong's future, since few 
of these buyers could 
seriously think of mig- 
rating. The young pro- | 
fessionals’ rising num- 
bers and incomes have i 
also given them clout in ~ 
the market. The Hang Seng Bank, a large local bank, re- — 
ports that a fifth of Hongkong's people are now of mar- 
riageable age. ; 
At the same time, it says, most of the units coming on sale 
are smaller, and are cheaper both in absolute terms and as 
compared to average incomes. Units can now be had for 
HK$650/ft? and up in urban areas, with prices in the more 
distant regions of the New Territories as low as HK$325- 
418/ft?. Purchase prices of flats fell by about a third be- 
tween the peak year of 1981 and mid-1984; during the same 
period, average household incomes rose almost that much. - 


Hang Seng estimates it now takes about 47% of a house- 
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tifies the loss of Hongkong Electric's 
earnings and its assured growth po- 
tential in the medium term is debata- 





selling the'residential and commer- 
cial units) Sheuld be about HKS$600- 
650 millióti; Viekers estimates. But 
here, too, the verdict is “fully vahied," 
despite béing'à “first-class concerh |. . 
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H ongkong Land's sale of its 34% 
stake in Hongkong Electric 
Holdings for HKS2.9 billion cash 
should benefit buyer Hutchison 
Whampoa, Rowe & Pitman believe. 
The firm foresees rapid growth of the 
utility's earnings through the 19805, 
which will boost Hutchison's bottom 
line. On the other hand, seller Hong- 
kong Land plans to use the cash 
largely to reduce its debt to slightly 
more than HK$12 billion — which 
will help its cash flow, but reduce its 
equity-accounting earnings. 

"The only benefit of the deal to 
Hongkong Land will be the reduction 


of debt/borrowing requirements . . . 


and a cash-flow surplus," states Rowe 
& Pitman;/*Whether or not this jus- 
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ble." 

Cheung Kong (Holdings), once a 
major force in the Hongkong prop- 
erty market, has reduced its develop- 
ment portfolio greatly. Property ac- 
tivities now comprise a small per- 
centage of the firm's activities, ac- 
cording to analyst Stephen Brown of 


Hong Leong Securities Co. 
Cheung Kong is now mostly an in- 
vestment-holding company, with 


much of its remaining direct property 
involvement in the smaller residen- 
tial sector serving local buyers. The 
company continues to exert influence 
on the market, however, through as- 
sociate companies such as Hutchison 
Whampoa and International City 
Holdings. — LIZ CARVER 
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hold's monthly income to buy a flat: high by Western stand- 
ards, but nothing like the 96% it cost in 1981. 

Interest in the residential sector is clearly in the smaller 
units — on the developers' side as well as the buyers'. While 
vacancy rates on larger flats fell to 6.4% in 1984 from 9.9% 
the previous year, the overall vacancy rate for private resi- 
dential space was only 4%. The average size of flats being 
built now is slightly less than 350 ft? against about 550 ft? in 
1981. The smaller flats being built account for about 85% of 
new residential units (against 55% in 1982), with large flats 
now accounting for as little as 3% compared with about 
10% in 1982. 

Luxury residential space continues to attract mostly ex- 
patriate tenants at rents of about HK$30,000 (and up to 
HK$50,000 for a few choice buildings). Most larger new 
units are being rented, since developers cannot now sell at 
anything near their cost of building, Jones Lang Wootton 
reports. Those which are sold fetch prices of HK$700- 
1,200/ft*. The rental market for luxury housing has im- 
proved more than expected on Hongkong Island, and there 
has been keen interest in Saikung and Shatin in the New 
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Territories; while far from the city centre, these areas have 
the space for recreational facilities. 

The improvement in the luxury market is thought to be 
due in large part to the provisions of the Sino-British dec- 
laration which concern property rights. The agreement 
provides that: 
> Leases extending beyond 30 June 1997 (when the British 
claim to Hongkong expires) will continue to be recognised 
and protected after that date. Those expiring prior to that 
may be extended without premium until 2047. 

» The Hongkong Government may continue until 1997 to 
issue new leases running until 2047. 

» Excluding public rental housing, the amount of new land 
which may be granted by the Hongkong Government each 
year cannot exceed 50 ha. 

» The premium income from land transactions after the 
cost of production will be divided between the Hongkong 
Government and the future special administrative region. 

The sector às a whole is seen as experiencing a slow and 
fairly steady growth. The thrills and spills of the early 
1980s are unlikely to be seen again, and while this will dis- 
appoint those hoping to make a fortune overnight, it does 
give atrimuhition'to those selling Hongkong on its competi- 
tive advantage. “Hongkong can offer better terms [than 
other Asian centres] in virtually every category of space 


NOWee Said Doran... 
562 


ee ee E ‘ W1 SD. 


Dh 









JANN 
Shanghai: overcrowding poses problems. 






ASHLEY WRIGHT 





Racking it up in 
the last of the 
seller’s markets 


By Nancy Langston in Peking 


he critical shortage of offices and accommodation for 
T toreigners continues to make China very much a 

seller's market. And of its three major business cities; 
Peking seems content to play the slum landlord, charging 
exorbitant rents for inferior units with contracts that in 
most cases do not guarantee rates for the contract period. 
Shanghai offers marginally fairer prices — and is trying 
desperately to accommodate visitors and residents. Can-' 
ton, with its longer experience and better infrastructure, is 
just staying ahead of the influx, while offering China's best 
value for money. 

Canton's impressive China Hotel and Garden Hotel com- 
plexes, which opened last year, have China's first post- 
1949 office and apartment buildings for foreign business- 
men. Shanghai's Union Building for offices and'Peking's 
Citic Building (offices and apartments) are scheduled to 
open later this year. A comparison of annual rents for an 82 
m? office in each of these cities dramatically emphasises 
the price disparity. In the Citic building it is US$35,424, in 
the Union Building US$23,897 and in the China Hotel 
US$15,051. 

Hotel projects continue to dominate China's property- 
development scene. Not only do hotels accommodate the 
staggering increases in visitors (12.5 million ii 1984, up 
27% from 1983 which was itself 19% tip on 1982) but the 
Chinese — and the hotel investors — reckon foreign resi- 
dents can live and work in them as wéll; More than two 
dozen hotel projects, most of them with foreign investment, 
are under way, scheduled to open within tH next five 
years. The Chinese equity ¢ontribution always inchides the 
land along with construction labour. ^ P” iL 
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CANTON: Proximity t6^Hongkong fias" been" the main 
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Peking. It also is faster which, coupled with a temperate 
climate, means projects are usually completed on schedule. 
However, construction does suffer from shoddy workman- 
ship prevalent throughout China, say those involved in 
construction. 

Within one year, two international-class hotels, the 
US$115 million Garden Hotel and the US$100 million 
China Hotel, both with office and apartment towers, have 
opened and are operating with an average occupancy of 
85%. The 1,100-room Garden Hotel, with less than 10% in- 
vestment from Hongkong but managed by the territory’s 
Peninsula Group, had its soft opening last October. Daily 
room rates are Rmb 80-120 (US$28.60-43), with a 15% in- 
crease expected later in the year. There are 720 apartment 
and office units, of which 70% have been sold. The pub- 
lished rate is US$2.50/ft? a month with the smallest units 
approximately 650 ft*. The price is guaranteed for the 
three-year minimum lease. 

The China Hotel complex, designed by Hongkong ar- 
chitect Gordon Au, with total financing from a Hongkong 
consortium of seven investment and securities firms that 
include Sun Hung Kai and Hopewell Holdings, has 1,200 
rooms, 16,900 m? of office space and 300 apartment units, 
most of which are taken. Rents are Rmb 4/ft? a month. Oil 
companies, many with whole floors of offices, are the main 
tenants. A random five tenants interviewed seemed pleased 
with the office space and standard of maintenance at the 
complex, managed by New World Hotels of Hongkong. 
Daily room rates for the hotel are Rmb 120-150. This is an 
almost 50% increase over the rate last October and rates 
may be increased again by 20% this spring. 

Next door to the China Hotel and near the Canton Trade 
Fair Exhibition Centre is a hotel which is more typical of 
those found in other Chinese cities — the state-owned and - 
managed Dong Fang. Its price, however, is unbeatable at 
Rmb 100 per day for a two-room suite of 110 m? (the same 
area at the Beijing Hotel in Peking would cost Rmb 350 and 
at the Jinjiang Hotel in Shanghai it would cost Rmb 200). 
At present there are about 100 offices there, but it is 
rumoured that when a massive renovation is completed it 
will become strictly a tourist hotel. 

Canton's foreign business community is dominated by 
oil-related concerns which, unlike banks or trading com- 
panies, do not have a long-term commitment to China if no 
oil is found. But even if they go, hoteliers say, they do not 
worry about a room glut. "Tremendous industrial develop- 
ment is forecast through the decade and the infrastructure 
keeps improving to make it possible," says Joachim Burger, 
general manager of the China Hotel. Competitor Philip 
Hill, the Garden Hotel's director of sales and marketing, 
said: “Businessmen are coming in droves and it's a good 
jumping-off point for tourists travelling in southern China.” 





SHANGHAI: The city is on the verge of a property-develop- 
ment blitzkrieg. No fewer than 12 hotel projects, including 
an US$85 million Hilton, are in the works. The Atlanta- 
based Portman group of companies and Kajima Corp. of 
Japan is to build and operate a hotel-exhibition complex 
costing US$100 million which will be wholly owned by the 
two foreign companies with land leased from the govern- 
ment. The Chinese Donghu Corp. and Japan's Mitsui are 
working out details of an office and apartment complex. 
Opening this spring is the 27-storey Union Building just off 
the Bund, with monthly rents of Rmb 64-70/m*. Hong- 
kong's Sun Hung Kai Securities is the foreign investor. 
The space is desperately needed, according to foreign re- 
sidents and. Chinese officials in Shanghai. The city has 
about 325,000 visitors a year. Developer John Portman in à 
newspaper report said that a 25% increase a year is expect- 
ed through the 1980s. Currently living and office space for 
foreigners is found in hotels (with rents of Rmb 70-100 per 
day for rooms of about 50 m?) or guest houses, some of 
. which are former mansions of tycoons from the freewheel- 
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PROPERTY 


ing days of Shanghai before the communists took power. 
There also is the Jinjiang Club annexe which, as one for- 
eigner aptly said, “sometimes smells like kitty litter.” 

Building in Shanghai is hamstrung by the city’s crowded, 
narrow streets and dilapidated infrastructure. Installation 
of the Union Building’s drains, telephone lines and water 
facilities, for instance, had central Shanghai tied up in 
knots. To ease the pressure, the municipal government has 
begun infrastructure-development work on two projects 
intended to move foreign concerns outside the city proper. 
The 213 ha Minhang industrial area will charge a land-use 
fee of Rmb 15-20/m? a year, while the 65.2 ha Hongqiao 
area for consulates and foreign residential and office build- 
ings will charge approximately Rmb 200/m* a year, accord- 
ing to Zhou Qiying, engineer in the business management 
department of the Shanghai Minhang and Hongqiao Deve- 
lopment Corp. “It is overcrowded downtown and the Union 
Building will not be enough . . . a lot of foreign companies 
want a branch office in Shanghai but can't find the space,” 
he said. 

Building in the Honggiao area will be undertaken by 





The property markets of Asia are full of 
pitfalls and if you are looking towards the Asian 
Region, you will need a key to unlock many o! 
Ihe unusual problems;/that cross your palh 

If. you are in the: properly business and are 
considering the Asian market. Richard Ellis is à 
name you should ge! to know. After all, we ve 
been in the business since 1773. So we are 
quite used to solving difficult problems 

Whether your needs be commercial 
industrial or residential, Richard Ellis will be 
able to locate the right key. Whatever the 
problem. we can advise on property valuation 
management. disposal or developmen! 

Richard Ellis. The international property 
consultants 


1004 World Shipping. Centre — 3805 Edinburgh Tower 
Harbour City 15 Queen's Read Central 
Canton Road, Kowloon Hong Kong 

Telephone 3-7211393/5 Telephone 5-246080 
Telex 60094 REHK HX Telex 60094 REHK HX 
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based Asia Development ry. for a S storey hos i 
pose building. The Asia Development Corp., however, has 


already sent brochures to foreign residents in Shanghai 
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asking people to sign up for space (unspecified) requiring a 
prepaid lease of 12 years costing US$24,000 a year. 


PEKING: The capital’s first office and apartment complex, 
the 31-storey Citic Building is the big but not very good 
news in Peking property development — at least from the 
tenants’ point of view. To begin with, the China Interna- 
tional Trust and Investment Corp., the building's owner and 
manager, did not seem to carry out much market research 
on foreign businessmen's needs. Most of Peking's 500-plus 
foreign concerns are one- or two-man operations, making 
the minimum office space of about 82 m? larger than neces- 
sary, while the one-bedroom apartments at 55 m? are 
smaller than foreigners are used to. 
Rents are steep, too. The REVIEW was quoted US$1.20/m? 
a day (US$35,424 a year) and US$1.35/m* a day 
(US$26,730 a year) for an office and a furnished apartment 
respectively. The total annual rent of US$62,154 is re- 
quired in advance with a security deposit of six months. 
But there is not much choice except for hotel rooms — and a 
duck restaurant and the Minorities Cultural Palace, to 
name but two of the unusual office and residential proper- 
ties available. These also are so expensive that Peking is the 
sixth most expensive city in the world for businessmen, ac- 
cording to reports. 
The Beijing Hotel, tatty from years of insufficient clean- 
ing service, is due in March to increase its daily rate for a 48 
single room from Rmb 70 to Rmb 135. The upmarket 
Jianguo, where the first floor of guest rooms is known to 
foreign residents as Wall Street because of the many banks 
located there, charged Rmb 140 a day in 1984 for a 28 m? 
room but will increase prices to Rmb 208 in March. The 
management says the increase is due to the devaluation of 
the renminbi, which started 1984 at Rmb 2.10:US$1, but is 


“now Rmb 2.80:US$1. 


The theory is that the construction of additional! hotels, a 
second Citic Building and other complexes will lead to 
more price competition. But this has not so far proven to be 
true, despite the emergence of hotels such as the Great Wall 
and Xiyuan and the Lido apartment complex. Peking is 
barely keeping up with the current number of tourists ar- 
riving and businesses opening up shop. It is still a seller's 
market and will continue to be so. o 


Some speak up, but others 


remain ominously silent 


espite upbeat talk by some of 






aq 
-are | i 
EXT 2 


under way with the Industria 1 Bank of > L Jarak 15 ora40- 














* | Confident talk 
fails to move 


the underlying 
signs of trouble 


By Lincoln Kaye in Singapore 


evelopers, builders, landowners, renters and the 
D public at large learned to their surprise last Decem- 

ber that the Singapore property market has “bot- 
tomed and it is time now to buy." This dictum of property 
magnate Ng Teng Fong, the normally reclusive head of the 
Far East Organisation, met with a fair amount of scepti- 
cism in light of the two-year slide that the Singapore prop- 
erty market has already witnessed and the projected over- 
hang of excess space in virtually all categories of built 
property over the coming years. 

Some cynics saw Ng's sudden outburst of boosterism 
simply as a political ploy in view ofthethen-imminent gen- 
eral election. But others saw it as a ploy to bid up prices so 
that big developers might have a chance to work off their 
inventories. This theory gained further credence after other 
magnates such as City Developments' Kwek Leng Beng and 
his father, Hong Leong Group's Kwek Hong Png chimed 
in with bullish prognoses of their own. 

"Unconvinced," a pseudonymous letter-writer to the 
English-language daily, The Straits Times, even went so far as 
to implicy that the tycoons were ramping unwanted proper- 
ties: if Ng really felt bullish, the letter asked, why not make a 
quiet killing in bargain acquisitions instead of bidding prices 
higher with upbeat talk? A likelier scenario, according to 
“Unconvinced,” was an artificially hyped up mini-boom in 
the first quarter 
that would “fiz- 
zle" as soon the 
big-time property 
players could *hap- 
pily unload their 
unsold properties.” 











Singapore's larger developers, 
industry observers approach 1985 
with some foreboding as the year of 
possible shake-out in the property 
sector. Indeed, some pessimists view 
the property tycoons' brave prog- 
noses as mere whistling in the dark, a 
sign of the gravity of their plight. 

Others point out that the most 
eloquent apostles of an imminent up- 
turn in the property market are pre- 
cisely those best positioned to wait 
out a prolonged slump, such as Hong 
Leong’s Kwek Hong Png. More 
speculative operators such as hotelier 
Hendra Rahardja or retail magnate 
Ho Kok Cheong have remained omin- 


ously silent about future prospects. 

Just a year ago, investment 
analysts in the sector were singing a 
different tune. At that time, they had 
awarded high marks to quick-turn- 
over developers such as the Hong- 
kong-based Hong Fok group. The 
trading style of such developers al- 
lowed them to extricate themselves 
from a market that was fast turning 
sour far more nimbly than could the 
more established “buy-and-hold” 
dowager firms, who laboured under 
swingeing carrying costs. 

But now that the property slump is 
firmly established and interest rates 
have started to come down, the more 
stolid entrants such as Singapore 





TEMPO 


Hendra: hurting. 


Land and Hong Leong — with their 
blue-chip inventories — look better- 
positioned to cater to the newly 
finicky buyer’s market. Quick-trade 
artists found themselves with little 
room left for manoeuvre in 1984, 
while firms with more of an invest- 
e psychology heid up relatively 
we 

More of an Lievé stint approach is 
exactly what this market needs, in 
the view of property consultants. 
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: ge property im | 
ial tend [A redicted. Then, ors the. expected influx of 
expatriates to work on the republic's Mass Rapid Transit 
(MRT) system should boost the executive housing market, 
Ng said. 

: Others were less sanguine, though, about the economic 
fundamentals driving the property. market. "The supply 
picture is dismally clear,” summed up one analyst. “If 
there's any glimmer of hope it's in the possibility of step- 
i ped-up: demand. But prospects on that sidelook worse than 
ever," The effects of slumping property values have spilled 
over into other sectors such as the banking system (where 
collateral values have been eroded), construction and the 
stockmarket. This has further dampened Singapore's al- 
‘ready flagging 
_ erty. demand , all the more in a 
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;The he results show in the dismal price and rental 


types of Singapore proper Hy in its fires ‘Asian, roperty 
review. According to this survey, selling. prices of office 
Space were off 32% on average nationally, while chartered 
surveyors Simon Lim, Oh & Partners quoted prices ranging 
from $$8,000 (US$3,540)/m? in the heart of the city to 
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E g market to negotiate building it r 
service as well as longer term leases at redi 
fice block owners had been hoping tenants. 
chance to expand their premises at reduce: 


hand, many prime tenants such as banks, 
Ps pans and ee consultancies have take 


ae 000/m? in outing districts. Office rents slipped 2095 
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on average island-wide from 1983's already- 
levels, Jones Lang Wootton reported. Prime-s 
rentals suffered drops of 9% in the city centre and I 
marginal business districts. 

Even so, all-in costs of renting office space. in s 
pore remained higher than in Hongkong or Sydney, : 
ing to property consultants Richard Ellis. Flat r 
US$211/m? a year, stand lower than Hongkong's Ui 
But Singapore's 25% service charges and 30% taxesan 
cupancy charges bid the cost up to US$321/m? a year, 1 
ing it the world's ninth most expensive city and Asia's 
ond costliest (after Tokyo} in which to run an office. 

















































































ost analysts agree that Singapore 
vay to slide in the league tables. ^ 
nants have taken advantage af t 






































few have done so, industry sources repo 
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. The samé pattern seemed to. hold t 
space. Foreign fast-food chains, which h 
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a lively interest in ie shop space. 
Wootton figures show ee 
centres Pu iei d firmer Ru {a 





















| (S$90/m2) orn néighboush od. centres (S: 
Overall, retail rentals were off by 40-50% 
sale prices of shop space dropping off 
ingly. A store on the deluxe Orchard Road : 
ping strip now costs an estimated 5$32,5 
Hn ind Wootton Depots. as against S313 f 
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"There's nothing to say that a well 
designed, well specified and well 
tenanted building can't also be a 
tradable asset," said one. "But such 
properties weather market swings." 
In his view, the outright purchase 
of premium commercial and residen- 
tial buildings for 
portfolios would set a tone of quality- 
consciousness that could spill over 
into other sectors of the property 
market, stabilising prices in line with 


fundamentals and smoothing out. 


speculative volatility. 


T he world's heaviest social-security 
levies prevent Singapore's home- 
grown institutions amassing much 
liquidity for this. purpose, but prop- 
erty consultant Jones Lang Wootton 
claims to have i some “em- 
bryonic stirrings”. of interest on the 
part of Dueien Ma aA comanies, 
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dated Co. for Investment and Indus- 
institutional 


tb pension: funds.and. individuals. frem | 


Europe, Japan and the United States. 


So far, though, about the only for- 
eigners visibly involved in Singapore 


‘properties are Indonesians and Mid- 
dle Easterners. 


The Kuwait Invest- 
ment Office and the Gulf Consoli- 


try have each taken up stakes in 
downtown office blocks. 

Some foreign investors, such as 
Hendra (Review, 15 Mar. '84) or 
Dubai magnate Abdul Wahab 
Galadari (REVIEW, 2 Feb. '84) have 


seen their already precarious liquid- 


ity positions further hurt by Singa- 
pore’s booms and sudden busts. But 
few observers expect. the market to 
deal any nasty surprises in the im- 
mediate future. Steady and measured 
decline seems likelier, with the ever- 


elusive. Ma Pe around. the 


corner. |. 
»Alread 
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yields worth looking at by interna- 
tional lights. Acoording to Joni 
Lang Wootton, after-tax yields on 
basket of 15 prime-sited office build 
ings stood at 6.6% in 1984 — up fr 
5.8% the previous year and 4.7% i 
the heyday of the 1982 boom market. 
In the previous slump, in 1977, t 
indicator crested at a yield of 6.5 
just fractions of a peint above E l 
current level. 
Blue-chip property stocks may 
now be selling at their most afforda- 
ble level in years. The Stock Ex- 
change of Singapore's All- Property | 
Index shed 1995 over 1984. A well-di- 
versified investor might consider 
counters such as City Dev elopments. 
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pore's retail space as well as most of its luxury hotels are 
oncentrated). Oecupancy rates of private retail space on 
the deluxe strip! 85% (compared with 88% in the sub- 
rbs), with 9,000 m? of already existing space vacated in 
he 12 months t o Se Diemper 1984, even as an. additional 











t wough the 88 shopping centre MSN dus for dop enon 
be ven 1984 and 1987, Simon Lim reports. 
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centred: i 
"These differentials may narrow, though, as shop tenants | 
esert high-rent Orchard Road (where one-fifth of Singa-. | 


Impact International Ltd. offers established real estate 
brokerage expertise coupled with an international flair and an 
intensive knowledge ofthe New York Market. 















































We enjoy an ongoing rapport with our Asian clients, backed 
| by superb telecommunications facilities. 


Rental Management and Post-In vestment Resale 
Financial Legal al ind Regul atory Assistance 
575 Madison Avenue Suite 1006 


. New York, New York 10022 
| Tel ephone: (2122) 605-0553 - 
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though tourist ar aval reversed their 4% decline of the pre- 









vious year to grow by 4% in 1984, that still fell far short of 
the 19% yearly compounded growth rate that would be 
needed to fill up the 30,620 rooms projected by 1987 in a 
virtual doubling of Singapore’ s stock of hotel space since 
1983. 2x 

The projected increase in residential space is not quite as 
drastic, but still enough to swamp sluggish demand. The 
stock of private residential housing grew by nearly 7,500 
units in 1984 — almost 50% faster than in the previous year 


— while demand increased by only 9%. That made for an 


|. oversupply of 4,127 units for the year, 
according to Simon Lim, a figure 
which is projected to more than dou- 
ble to 8,475 units in 1985 before 
narrowing back down to 5,415 by 
1987. 


hese sums set the scene for an 
interlude of intense competi- 
tion over the next couple of 
years in both the sales and rental mar- 
kets. Nor do thesheer numbers of units 
tell the whole tale: the kinds of proper- 
ties on, offer -— mostly luxury con- 
l dominiums and b /S 

suited to the rather dowR- market 
tastes of those Singaporeans who are 
still shopping for private housing. 

Positive factors that the residen- 
tial market has in its favour, such as 
continuing availability of Central Pro- 
vident Fund balances for private hous- 
ing purchases or marginal decreases in 
the mortgage rate, seem likeliest to 
bring out the most price-sensitive sort 
of purchaser. These buyers will re- 
emerge in force, according to conven- 
tional wisdom, only when the market 
comes up with smaller suburban units 
priced at 5$500, 000 or less, but so far 
there are few such developments 
around. | i 

More lavish residential space, 
though, is getting harder to move. With 
the expatriate population fast dwindl- 
ing, prime-sited condominium. ren- 
tals have dropped as low as S$3,800 
for three-bedroom apartments and 
$5,000 for four bedrooms. Sale prices 
have dropped accordingly, with Simon 
Lim reporting 200-325m2 premises in 
good locations going for as little as 
9$3,067/m2 in mid-1984. 

Oversupply also beset the indus- 
trial-property market, despite a pick- 
up in manufacturing activity in the 
wake of the 1982-83 recession. The 
stock of privately developed ware- 
| house space increased by nearly 
60% to slightly more than 500 ,000 m? 
in 1984, while an additional 230, 000 
m? of factory y space inthe market 
— with as much aga the boards for 
each of the next two years; As a re- 
sult, capital values of strial prop- 
erty E. by 30% 984 P ana | in- 

di stri i E. joy. Y 
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By Charles Smith in Tokyo 


he heart of Tokyo may now be the most expensive 
T place in the world in which to buy land or to rent 

office space. But it does not follow that Japan's prop- 
erty market is brimming over with activity and excitement. 
As values of prime commercial sites have rocketed over the 
past 12-18 months, in line with the sharp recovery of the 
economy and easing of banks’ lending terms, the number of 
transactions has shrunk steadily. The reason for this is sim- 
ple. Land in Tokyo, and in some other major cities, is now so 
scarce that anyone lucky enough to own some has little in- 
centive to do anything more than sit tight and watch the 
value of his holdings accumulate. 

Reluctance to sell has not completely strangled the ac- 
tivities of property developers in and around the capital, 
but it has meant that most schemes undertaken recently 
have had to be based on a patchwork pattern of cooperation 
between developers 
and owners. One 
example of such a 
project is the big 
ARK Hills complex 
in central . Tokyo, 
where Mori Building 
Co. is working with 
some 40 local owners 
to transform a former 
residential area into 
a complex which will 
contain offices, a 
concert hall and 
apartment blocks as 
well as a 180,000 m? 
office block, 

Much bigger, but 
also an example of 
cooperative develop- 
ment, is the 
Yokohama MM 21 
project, which in- 
volves .. developing 
some 180 ha of 
former dockland, much of it owned by the Yokohoma city 
government and the government of Kanagawa prefecture, 
Mitsubishi Real Estate, Japan’s largest property company 
in terms of land holdings, is the leading private participant 


Shinjuku high-rises: a boost from City Hall. 


_in this scheme, but owns only about 20% of thesite area. No 


one knows how much the MM 21 project will cost by the 
time it is finished (in about the year 2000). But Mitsubishi 
estimates its share of the total investment at around ¥300 
billion (US $1.2 billion). 

Estimates of the speed at which prices of commercial 
land in: Tokyo have risen in the past year tend to vary be- 
cause there have been so few transactions, but it seems that, 
while the,overall level of posted prices in Tokyo may be 
about 20% higher than a year ago, prices actually paid for 
prime ity-centre sites have been rising 50-100% a year. 
The Japan, Real Estate Association estimates the market 
value (as,opposed, to officially assessed value) of land in 
parts ofi Chiyoda ward near the city centre at around ¥9 
million/m+, but a plot in the Aoyama district of western 
Tokyo was recently offered at ¥20-25 million/m* 


In theo Marunouchi business.area near the Imperial. 


Palace, where most Japanese banks and many foreign com- 
panies have their headquarters, Jand is believed to be worth 
about ¥35 million/m?. However, Mitsubishi Real Estate, 
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on a fortune in the 
world’s most expensive spot 








which purchased nearly half the area in question from the 
government as lóng as ago as 1890, says there have been no 
actual transactions for several years. The last sale of a 
building in the Marunouchi area, according to one source, 
took place eight years ago when Sumitomo Real Estate sold 
its head-office building te its sister company, Sumitomo 
Trust Bank. The price has never been revealed but the sale 
seems in any case to have been strictly a "family" transac- 
tion within the Sumitomo empire. 

The next major land deal in the central area could be 
sparked by a decision of the Tokyo city government to move 
its offices from Yurakucho (the district imediately next to 
Marunouchi) to Shinjuku in western Tokyo, but a final de- 
cision on this move has yet to be made. If the city govern 
ment does decide to move, Mitsubishi is certain to be in the 
market for the vacant land though it could face stiff come 
petition from other 
heavyweights such as 
Mitsui and Sumi- 
tomo. 

The extreme scar- 
city of land in central 
Tokyo is reflected in 
office rents as well 
as in site values 
Monthly rents for of- 
fices in central Tokyo 


now range from 
about *12,000/m? a 
month in the 


Marunouchi area to 
Y5.000 in less fash- 
ionable areas such as 
Ueno and Ikebukuro, 
New tenants are 
likely to be asked to 
make an interest-free 
deposit equivalent to 
two years rent — OF 
three years in the 
case of ground-floor 
accommodation — before they can move in. But once a 
lease has been signed a tenant can expect to be treated with 
consideration by his landlord. Sitting tenants' rents rise far 
more gradually than the starting rates for new arrivals 
And a sitting tenant is almost never asked to leave on the 
expiry of a lease or, if he is, he can expect to be offered ac- 
commodation of equal value in the same area. 


office space in central Tokyo is that accommodation 

may not be available even at the current extremely 
high market rates. Mitsubishi Real Estate says the vacaney 
ratio for offices in the 32 buildings it owns in the 
Marunouchi business district is zero and recalls that when 
Hitachi recently moved its head office out of a centrally lo- 
cated building in order to occupy a new headquarters build- 
ing in northern Tokyo, the space was immediately taken 
over by a Hitachi subsidiary. 

One reason office space in Marunouchi is hard to comeby 
is that at least 20% of Mitsubishi's tenants are themselves 
member companies of the Mitsubishi group: Irt areas bor- 
dering the central business district vacancies do occur, but 
would-be tenants are still likely to be kept waiting. Mori 


"T worst news for foreign companies trying to find 





"Building Co. maintains à 1*5 vacancy ratio “as a matterjof 



















































omon area south west of Marunouchi. In the whole of 
the office-vacancy ratio is estimated at just 3%. 

ne market for ordinary residential land in and around 
o has been relatively stable recently. However, de- 

. for high-quality Western- -style accommodation is 
'd to be outrunning supply by at least eight to one, 
result that rents paid by foreigner s have been soar- 
as much as 10% per year according to some esti- 
The Tokyo "foreign apartment" shortage dates 
| around 1982 when there was a sharp increase in the 
nber of foreigners entering the market, reflecting, 
g other things the launching of the Disneyland project 
tside Tokyo and the decision of IBM to move its Asian re- 

headquarters to Japan. Another important factor 
een the increased tendency for large Japanese com- 
s to house senior executives in Western- style apart- 
instead of in traditional Japanese housing located 
ay from the centre of town. 

en Corp., one of the larger agents for such Apar HNED, 

es that about 3,000 Japanese executives and 2,500- 
reign families will 

e Tokyo apartment 

in 1985, compared 

ie. 1,500 or so foreign 

S and the insignific- 

imber of Japanese 
ves who were in the. 
in the mid-1970s. 

rentals for houses or 

ments regarded as 

le for foreigners will 

e up to (and, in a few 

even above) Y2 mil- 

month, with the ma- 

of contracts falling be- 

$700,000 and ¥1.2 million. 





Tokyo office 
vancy 
rate 





rise) 


* Estimate. 


Source: K. K. Halifax Associates. 


X 5,500/m?, monthly apart- 
nt rentals in Azabu (a po- 
pular residential district in 
western Tokyo) are now | 
t80% higher than they were 
ears ago, Ken says. However, 
ompany believes that the rates - 
ied to new tenants may start to 
‘off in the second half of the 
Qs. This is because Tokyo rents 
eached a point at which, "even top-ranking foreign 
ianies such as IBM are starting to balk.” Meanwhile, as 
ie case of office rentals, sitting tenants can look 
hore generous treatment from their Japanese land- 
than those who are moving into new accommoda- 


(¥ billion) 


Mitsui Real Estate 
Daikyo Kanko* 
Mitsubishi Estate | 
Tokyu Land* 
Sumitomo Reaity 
Mori Building? 


“September 1984. 





ne land shortage from which Tokyo and other major Ja- 
ese cities suffer means that property-investment op- 
rtunities for foreigners are few and far between. How- 
er, examples do exist of foreign involvement in property 
evelopment. K. K. Halifax Associates, a 50:50 joint venture 
olled by Jardine, Matheson & Co. of Hongkong and 
“Architects and Engineers, has been active in T okyo 
more than 10 years and now has 20 small and medium- 
s to its credit. Halifax has tended to specialise 
‘condominiu ! projects aimed at the Japanese marret 








ip e 
S Seen are built as part payment for its services. 
developer. 


Apart from condominiums, and: some office and commer- I 
| developments, Halifax offers broking and reds 


vices to foreign. companies i in. -Fokyo t 





cy” in the 60-odd buildings it owns in the Akasaka-To- 


Sales | 
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TOKYO'S TIGHTENING MARKET 
| Commercial 


land prices 
ives Oi yost 


Note: Land prices are posted prices: actual deals may be higher. 





JAPAN’ S BIG SIX 


t Sales and profit figures, estimates for 1984. 





ose 


Recurring | 


 vestments specifically. However the Japa 


 veloper. This does not. 1ean, $ 


ys 
 Kubitt, that the market is wide open 





trants. Se 3 | 
A potential nper for E in | consultancy, 

though not in project management or development, isJones 
Lang Wootton, which opened a liaison office in Tokyo last 
year and plans soon to establish a locally registered com- 
pany. It will offer consultancy services-to Japanese com- 


.panies investing in property outside as well as inside Japan, B 


but Hideo Niou, the company's 'apan representative, ex- 
pects the going to be tough. Japanese investors, he says, are. 
not used to paying for consultancy services and tend to pre- 
fer to do their homework for themselves. This is one way in 
which the Japanese market is “about 30 years behind 
Europe," said Niou. 

An interesting example of a direct foreign investment in 
Japanese property, which could be a pointer to future 
deals, was the acquisition by the British postal workers’ 
pension fund in late 1983 of part ownership of a Shinjuku 
office block in exchange for pr operty rights to three office 


buildings in London. The pension fund’ s partner in this 


“swap” transaction was 
Mitsui Real Estate, the top 
Japanese property company 
in terms of sales and almost 
certainly the most interna- 
tionally oriented of the big - 
Japanese companies. . 
Mitsui received a 50% 
stake in two b iildings i in St 
James' Square, in the West 
End of London, and a similar | 
share in an office block in^ 
Apple Tree Yard (just b behind | 
St James' Squar e) in return — 
for the 20% share in the Mit- 
sui Shinjuku No. 2 building. ac- i 
quired by the post office. ‘pension . 
fund. Some Tokyo property com- 
panies believe that back-to-back“ 
deals of this kind may represent the 
only way in which foreign investors 
_ Will in future be able to gain a 
Stake in the Japanese. property 
market. " 
. "While Tokyo property remains’ 
an extremely tough nut for foreign- 
ers to crack, Japanes property 
companies are showing increasing interest in acquiring | 
land overseas — if only because offshore im restment repre- 
sents an escape from the many constraints in the domestic i 
market. Mitsui Real Estate estimates its accumulated. over~ 4 
seas property holdings at around ¥80 billion, or some 10% © 
of its total investments. Mitsubishi Real Estate has also 
been active abroad (mainly on the West Coast of 
States), while Tokyu Real Estate (a ‘member of the big 
Tokyu transport conglomerate) has built hotels and de- 


V eloped housing and sports complexes on Bo sidés of ihe 
Pacific. à - B 
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insurance companies - on Une latter ace a po werful interest 
in hedging against earthquake risk in Japa m 

mation on the scale of such investments is har 
The Ministry of Finance, which keeps a clós 
total volume of overseas investments made: by fi 
ance companies, has yet to start monitoring property ins. 
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to the eye, but 
not the pocket 


By Paul Ensor in Seoul 


he past year has brought an unusually large crop of | 


T's» new buildings to Seoul's skyline, offering a 
fresh infusion of top-class office space — and some 
interesting new shapes in a cityscape dominated by grey, 
boxlike blocks. However, the owners of the new buildings 
have faced an uphill struggle in attracting tenants, for even 
before they opened their doors, Seoul was experiencing an 
office glut. In the residential sector, mournful property 
agents tell a similar story of slow business — but for differ- 
ent reasons, mainly tightened restrictions on ownership 
and transactions imposed by the government to keep the lid 
on speculation. 

As a result of the office glut, it is a buyer's market. While 
at one time the common complaint, particularly among 
foreign companies, was the lack of choice and low quality 
of office space available in Seoul, times have changed. 
Competition among landlords is fierce — in the past six 
months effective prices (including rental and down-pay- 
ment) on top-quality space have tumbled by 20-30% in 
some cases. Average down-payments are now Won 100- 
120,000 (US$120-144)/m*; monthly rent usually runs at 
10% of the deposit figure, with additional maintenance 
charges (including water, utilities) of Won 3-5,000/m*. 
However, due to the difficult times, down-payments have 
been sharply reduced and in some cases dropped. 

Rents vary by area also. The highest are in the city centre, 
but Yoido island, a 15-20—minute drive from the city centre 
(depending on traffic on the congested river bridges) is 
being developed as an alternative business centre with 
many new buildings; the National Assembly, the Korea 
Stock Exchange, and the country's two TV networks all 
have their offices there. Yoido is experiencing even more 
severe oversupply problems than central Seoul, with build- 
ings offering space at around Won 8,000 à month — though 
still with deposits of around 10 times the rent. 

Few market watchers believe the current slump in office 
rents will ease in the foreseeable future, and this has driven 
many building managers out to find customers. "They used 
to sit in their offices waiting for our calls," said Ough Won 
Keun of Boomin Real Estate. “Now they have to go out and 
look for clients themselves." One building's advertisements 
in Seoul's English-language press even offer temporary of- 
fice facilities — complete with secretarial services and the 
supply of name-cards — to foreign companies fresh in 
town, something unheard of in a city infamous in the past 
for confusing and sometimes illegal rental practices that 
penalised tenants desperate for space. 


ed, however. One foreign banker recalled a con- 

tract offered to him by a large first-class building 
in the city centre which specified that only one month's 
notice would be given — flagrantly out of line with the legal 
minimum of three. Percy Weatherall of Jardine, Matheson 
and Co. complained: “You never quite know what you are 
being offered, because floor space quoted includes every- 
thing — walls, columns, lift shafts and hallways; the tenant 
ends up paying for a lot of useless space.” 

Notable; among, the new buildings are the Samsung 
Group's Dongbang Building, with Seoul's flashiest shop- 
ping centre in the basement, and the Kukje Group's Kukje 
Centre. According to estate agents, neither building is more 


Më of the problems of the past have not disappear- 
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adh Life ince 63 Building. owne by theShin- 

Group, expected to be opened early this year. The 
DLI63 as it is known, has taken five years to construct and 
will be the tallest in Asia. Built on Yoido, the new building 
will include a shopping centre, a health club and and what 
it proudly claims will be the biggest aquarium in Asia, but 
now there are doubts that it will be able to fill its available 
office space. 

In view of the glut, the building spree of the past few 
years may slow slightly, but the signs are that property will 
retain its allure to South Korean investors despite the cur- 
rent downturn. Among the building plans currently in the 
works is a massive new headquarters for the Lucky- 
Goldstar Group on Yoido island; an electronics-goods 
shopping complex in Youngsan, modelled on Tokyo's 
Akihabara, and a massive trade centre planned by the 
Korea Traders Association. The government has taken an 
increasingly firm line on property assets held by the big 
groups, forcing many to sell off their land to improve their 








financial standing. The government also has tried to reduce - 


the attraction of land assets by new laws raising taxes On 
landholdings and banning the revaluation of land assets, a 
popular past practice of companies here 

Residential property prices have changed only slightly 


Advertisement — 


EXCEPTIONAL PROPERTY 


200 Living Units & Garage 
Houston, Texas 
POTENTIAL FOR APTS, CONDOS, HOTEL 
on West Loop Freeway 
across street from famous Galleria Shopping Mall 
US$16.000,000 


PR.OWRERTIJTE:S 


3323 RICHMOND AVENUE. SUITE 200 
HOUSTON, TEXAS 77098. (713) 871-914] 






















river currently sells for Won 35-45 million. Brokers 
" | sources agree that the anti-speculation 
res brought i in during the past two years have started 
but government claims that prices on residential 
erty in 1984 climbed only 1.8% compared to 34.7% in 
is not confirmed by agents, who put the figure at 
ound 10%. 
Anti-speculation measures have included the introduc- 
ion of a land-transaction tax, a property-ownership tax, 
d the computerisation of all 31 million landholdings in 
he country over the past two years. One agent noted that 
ereas in the past only a seal was necessary to identify 
h side of a contract, now identity-card numbers and 
ble records of the sources of money being used are 
y required. Over the country as a whole, the measures 









| bid to cool 
1e big boom 
ds in a bust 


' Carl Goldstein in Taipei 
ast year was a splendid one for Taiwan's economy 
overall, with gross national product growing by 
10.995, the best in the region. But Taipei's property 
irket did not keep pace. A serious oversupply in almost 
ery sector — the only exception being top quality, new 
ercial space — led to a decline in sales of 30-40% 
m 1983, according to private market surveys. Prices for 
mmercial space dropped about 5% and, according to one 
rvey of 41 major commercial projects that entered the 
arket in 1984, only 24% of the space offered for sale found 
rs. Another survey of both commercial and residential 
istruction reckoned a sales rate of 44%, down from 5 l % 
1983. 
ie main problem seems to be government policies im- 
mented in the past few years in a bid to cool the con- 
on boom of the late 1970s and later to re duce popula- 
ensity in Taipei. To discourage land speculation and 
/ the rise of property values, which doubled between 
6 and 1980, the government levied a a he Íty tax on vacant 
early 1980. This succeeded only too well, asa burst of 
ilding activity coincided with nof 1981-82 to 
uc market and drive property val es down by as much 
483095. | Y eld ug 
In early 1982, the Boverünient announce a new zoning 
lan to cut by more than half the allowable ratio of floor 
2a to lot size. For most co ‘cial districts, the new limit 
i Although de mplained that the plan 
i ^ | heir capitali require ents at a stroke, they had no 
but to launch a new bi lding spree before the new 
egulations took effect district oy district. This burst of ac- 
ity continued last year, as developers held off on ground- 
reaking until their construction permits neared expiry. 
n the demand side of the market, s gnating land prices 
d Taiwan' s minimal 1% inflation rate have eliminated 
h of the attraction of property as an investment. Land 
ues last year were up only 5% fro 
analyst. He projected. only à midesi 10% 
t five years. In the resid 




























































st year. However, prices remain perilously high — | 
partment in residential areas along the south bank of | 
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US$7.50/m?, excluding. 





1988 3 Olympic. ‘Gams Most of the sporte faci ities re ale 
ready finished, but building on the Olympic village is still 
going on. The Lotte group, which owns a major department 
store in central Seoul, will open a Chamsil branchrin 1985, 
and Samsung will build a hotel there. Indeed, it is eon- 
sumer-related investments of this kind which will be the 
focus of some of the most profitable activity in the coming 
years, 

Outside of Seoul, agents are expecting business to: be 
lively on the isle of Cheju, a popular holiday spot and hon- 
eymoon destination for South Koreans, and the. city. of 
Taejon, which the government plans to develop as an alter- 
native to the alr eady overcrowded capital by moving some 
of itsofficesthereand encouragin g the private sector to fol- 
low. .ü 





sucereoteunied market, but TR real interest rates, in re- 





lation to inflation, are holding. sales down... nother prob- 
lem is that the large number of developers going bustin the 
past three years has reduced many potential customers' 
willingness to buy on a pre-sale basis. A govern nent agis 
ing official put the city's overall vacancy ri 12 
developers and property analysts querie 
in putting the rate substantially higher. The vacancy rate 
for office space is probably 30-4096. — 

With property interests crying out for’ assistance, the 
government has taken or plans to take a number of mea- 
sures to strengthen the market, One will be te direct the 
major banks, most of which are government-owned, to pro- 
vide increa sed construction loans to developers. Except for 
the largest companies, which are often backed by major fi- . 
nancial groups, many developers have been unable to b- 
tain loans from Taiwan’s conservative bankers, even le 
highest interest rates (currently 10.75%). As.a result; most: 
have had to rely on pre-sales or the kerb market, with anin- 
terest rate generally double what the banks are charging. 

-Last year the central bank allocated 25% of postal sav- 
ings deposits to the Land Bank of Taiwan, the Bank of 









. Taiwan, and the Cooperative Bank of Taiwan to be used for 


home mortgages. But the banks have apparently not yet 
been persuaded to bring rates closer to the lower limit of 
8.575 for longer-term loans. A government housing official 
said he expected approval soon of a quasi-official agency to 
advise banks on the credit-worthiness of developers. seek- 





ing loans and to carry out market investigations. The 


agency is intended to stimulate the market by reducing the 
risks for both banks and home-buyers; who p presumably 
would have greater confidence in. developers ability to 
complete pr ojects as promised.. a a 


he only. bright spot on the Taipei Dropents se scene is the 
T market for top quality office space, where ogeupancy 

! rates are running around 90%. The most desirable lo- 
cation is the area centring on the Tunhua North Road and 


Minsheng East Road intersection. Many multinationals 


have moved their offices there, most renting space, uy 
on three- to five-year leases. Rents in two rel rely 
(five years or less) office buildings on the inters 
Tower and Worldwide House, are US$8.3 
month, not counting management. : 
Ground- floor rents might.be double thes 
Rents in the older Dasinens S sectio 























buildings are > at. lease. 10. years o 
manager 
East Road near Sungehiang R Re ‘ 
business. area ip. the mid-1970s 
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Kuwait 

With our home in one of the Middle East's 
foremost financial and commercial centres, we're 
well-placed to act swiftly and responsively in the 
financial markets, project financing and real estate 
development. 


Foreign 

Our operations take us into over 20 éountxies 
in all five continents. In these foreign parts (foreign 
but not strange to us), we are involved in projects 
that range from mining and manufacturing to 
tourism, hotel management, banking and 
agriculture. | 


Trading | 
By tradition, Kuwaitis are traders and our 
institution is no exception. ~ 

Financing international trade is one of our 
specialisations. Securities and foreign exchange 
dealing are among our r daily activities. 











A creative approach to finance 
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activei in the ints national capital mar! - 
portfolio management for insti tional and 
indivi quas clients. 


“On the outside, our activities might look | 
dide but we are a company of concerted and 
co-ordinated skills andr resources. coo 











Kuwait Foreign Trading C Contracting 
& Investment Co. (S.A.K.) 

P.O. Box 5665 Safat, Kuwait 
Telephone: 2449031 Telex: 22021 





Unforgettable 


Sometimes | still think of the wonderful 
stay | had at the Sari Pacific. The service was 
genuinely warm and friendly, and the facilities 
were first class. | felt so at home 


Sales EF Xe utive, | rankfur 





airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

Its where you'll feel 
at home. And it makes a very 
welcome change 


It's the first thing 
you Ill notice about the Hotel 
Sari Pacific. The natural spirit 
of friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
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standards underline zS EF IP m 
everything we do. For a FARHAN: 
refreshingly different style of 210341 HERI: 
atmosphere and value. 133444: un 

Right in the heart of wa EX RET coke 


lakarta’s Central Business 
District. With 500 spacious 


Hotel Sari Pacific Jakarta 


The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable: HOTELS ARIPACIFIC 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 
Worldwide Hotel. UTELL International « 
Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125. Or offices of major airlines 

29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka e INDONESIA Hotel Sari Pacific. lakarta 

* KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Hotel 
Bangkok: Royal Cliff Beach Hotel. Pattaya e VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror © MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 

Pangkor Island e SINGAPORE 





w any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 
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...- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
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ea See SH 


Please enter my subscription for 
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1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery 
please add: USS6/HKS45 


Payment of is enclosed 
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The survey of 41 projects found the average sale price for- 


all floors to be US$831/m? — the ground-floor price was 
US$1,059/m?, while upper floors brought an average of 
US$723/m?. But only 24% of the 1,418 units in these pro- 
jects had been sold by the end of the year. A 12-storey office 
building near the Minsheng East Road-Tunhua North 
Road intersection had an asking price of US$1,038/m? for 
all floors. 

Top quality houses and apartments of the type occupied 
by foreign businessmen and their families are widely avail- 
able. The main areas are on Yangmingshan, a hill north of 
Taipei; Tienmu, another northern suburb, and a new cen- 
tral residential section in east Taipei centred on Jen Ai 
Road. Houses on Yangmingshan rent for US$1,000 a month 
and up, while apartments in Tienmu might cost US$5/m?. 
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On Jen Ai Road, or one of the side-streets near there such as — 


An No Road, the best apartments will sel] for about 
US$830/m? or rent for as much as US$9/m2. 


Developers specialising in residential buildings say they | 
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are doing well to earn a 5% return on investment under cur- © 


rent condtions. This compares unfavourably with returns” 
from investment in the stockmarket, which is almost dou- 


ble its level at the beginning of 1983, despite having fallen ; 
considerably from its peak in May 1984. However, some of - 
the larger developers who can get bank loans at the most — 


favourable rates are said to be earning as much as 15% on 
their investment. 








MALAYSIA 


Some shafts of 
light in a 
black picture 


By James Clad in Kuala Lumpur | 
: combination of tight liquidity, high interest rates, 









excess capacity (especially in office space) and un- 

certain economic growth has hit Malaysia's property 
market over the past 12 months, depressing earnings and 
throwing a pall over prospects for many ambitious deve- 
lopment schemes. Compounding the problem, an effective 
fall in foreign visitor spending, new restrictions on land 
ownership and additional tax measures have caused many 
property developers here to look gloomily at the coming 
year. 

On the regulatory side, the government has tightened its 
supervision of both sellers and buyers. In the budget intro- 
duced on 21 October 1984, Finance Minister Daim Zainud- 
din imposed a 10% tax on any share transfers by quoted, 
property-based companies if the value of the exchange ex- 
ceeds M$1 million (US$400,000) — a measure that ope- 
rates in addition to standard property-gains tax assess- 
ments. A new National Land Code (REviEW, 10 May '84) 
now prohibits foreign companies or individuals owning 
any category of land except industrial without special per- 
mission, a measure dampening interest by outside buyers 
who already are adjusting to a new, two-tier property- 
gains tax that affects them as well as Malaysian citizens. 

Property-transaction middlemen also have felt the reg- 
ulatory hand: new registration requirements for the esti- 
mated 750 practising estate agents — notoriously variable 
in their professional standards — have been imposed. All in 
all, the government's increased warnings about banks' *ex- 
cessive" exposure to property-related lending (reflecting 
genuine concern that several smaller banks could be hos- 
tage to the Kuala Lumpur office-space glut) show it to bein 
a more regulatory minded mood. 

However, the picture is by no means uniformly black. 
While several sectors — such as prime office space and top- 
line residential housing — are giving some over-geared de- 
velopers nightmares, those developers building high-vol- 
ume, medium-cost terraced housing or shophouses con- 
tinue to reap rewards. One prominent Malay property en- 
trepreneur told the Review that building three-storey 
shophousesin districts near Kuala Lumpur will continue to 
bring in “very pleasing" profits for the foreseeable future, 
while another d , a Malaysian Chinese, is putting his 
money intó'medium-cost housing as government finance 


nice switch from earlier years.” 


supply of office buildings out- 
pacing the ability of local firms || 


pur, 1.1 million m? of new space 


cent annual survey from the in- 


m? 
of 1987 on existing demand 


room available just five years 


for home-buyers is a safe bet. 
"What we have now, in short," a 
prominent valuer told the 
REVIEW, "is an increasingly 
selective market forcing develop- 
ers to market their product — a 


Looking at each sector in turn, 
the market overall remains 
dominated by the fast-growing 


toleasethespace. In Kuala Lum- 


will become available during 
1985, according to the most re- 


fluential chartered surveying 
firm Rahim & Co. This could 
lead, the firm said, to an 835,000 

? office-space glut by the end 


trends — more than all the office 
ago. The amount of unoccupied d 
commercial space in Kuala 
Lumpur has been slowly creeping upwards; by the begin- 
ning of 1984, the Rahim report said, 28% of existing space 


Debenham Tewson Tharmalingam and Majid said 65 large 


office buildings — including towers of 50 storeys-plus — are 


now in various stages of construction, and approval for 


another 45 is being sought from the city authorities. 


everal factors help explain why developers press 
on with projects despite clear signs in previous years 
that the market would become saturated. First, the 
holding costs of city-centre prime sites remain constant, 
and highly geared developers have little choice but to press 
on with construction, especially with costs (despite the 
number of projects) steadily falling. Secondly, developers 
believe tenants will vacate older, congested areas in suffi- 
cient numbers to make their gambles pay off. Thus they are 
now racing to catch the dwindling demand ahead of com- 
petitors. The Rahim report, released last December, said 20 
of the newest blocks have only 70-75% occupancy. 

While some of these buildings have become corporate 
headquarters (the government brought the state petroleum 
corporation, Petronas, in to fill the showpiece Dayabumi 
Complex, for example) and while other corporate owners 
are able to carry the empty space, for some the lack of ten- 
ants has become critical. Hence the growing use of market- 
ing gimmicks and "all-in" rentals that include utility and 
parking fees. After à long holding action by owners reluc- 
tant to let space at below loan-seryicing costs, monthly. 
rentals have now slid to M$31/m? and below. Soft market. 
conditions in this sector will remain until 1988 or later, uo 
63 
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could not find a lessee. An estimate by a valuerinthefirmof . 
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: T he Philippine property market remained well and 
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- residential properties shows a 





Condominium and other top-of- 
e-market home construction 
> ebbing. Selective purchasing by 


freeze on government housing 


ally tight liquidity (first 
. mortgages now routinely carry 


some townhouses standing 
empty while others, at the middle 
or low level, are still moving fast. 
— In the Kelang Valley area (Kuala 


-line M$60-100,000 homes domi- 
- nate the market while outside the 
Capital city area developers are 
finding homes priced above 

. M$50, 000 very difficult to move. 
— Continuing migration into the 
. Kelang Valley augurs well, how- 
—ever, for continued strong hous- 
_ ing demand, with modest, one- 
- storey link homes in less fashion- 


erecting good demand. 
PHILIPPINES 


N o way out as 
. policy looks 
_to the land 


By Jose Galang in Manila 





truly in the doldrums during 1984. Construction's 
contribution to the gross national product was P6.2 
billion (US$340 million), down by 19.2% in real terms 
from the previous year's level. Gross capital formation in 
government and private construction fell by 26.6% and 


~ 8.6%, respectively, in real terms. The commercial-property 


sector, already saddled with a glut of office space in early 
1984, suffered heavily owing to the harsh economic climate 


- that prevailed throughout the year. 


Towards the end of the year, a survey of about 50 com- 
mercial buildings in Manila's prime financial district of 
Makati showed: 

» A general increase in the number of office inventories 
(either vacated by tenants or newly completed) for sale 
further aggravated the glut in office-condominium space. 
» Selling prices of available inventories were down by 
20-30% from the pervious year. Prices were back to a range 
of P5,400-8,000/m?, from the previous year's range of 
P7-10,000. 

» Rental rates averaged some P50- 60/m? a month, a de- 
cline from the previous year's average of about P70-90/m? 
a month. 

Land Consult Inc., the independent think-tank which 
conducted the survey, noted that occupancy rates averaged 
50-6095 in many buildings in Ayala Avenue, the main 
thoroughfare in Makati's commercial centre, and in nearby 
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pin neh most valluefs: server 
tural land for prime (owes 
use shows little sign of dropping 
below the rough-and-ready 
benchmark figure of M$6,500/ha 
used in recent corporate exer- 
cises. 

Housing finance has become à 
hot political issue. In January, 
the government announced new 
maximum limits of M$100,000 
on housing loans to some 
categories of civil servants (in- 
cluding police and armed forces), 
and many expect further govern- 
ment largesse this year to boost 
low-income housing construc- 
tion. 

The cost of housing has 
sparked ferocious exchanges be- 
tween developers (accustomed to 
profit margins the envy of their 
brethren outside Asia) and fi- 
nancial institutions. One Malay 
property developer told Deputy 
Finance Minister Sabaruddin 
Chik recently that finance com- 
panies and banks “have been 
reaping fat profits from the 
property sector and getting away 
scot free with their excessive in- 








areas of Legaspi Village and Salcedo Village. This, Land 
Consult said, was consistent with the substantial reduction 
in thenumber of business establishments in the area during 
the period. 

The series of peso devaluations which started in 1983 
brought gloom to most sectors of the Philippine economy, 
though the property market felt the adverse effects later 
than the others. By the middle of 1984, when the inflation 
rate had hit 50%, even property became doubtful as a pro- 
fitable form of investment. Annual property-price in- 
creases have been in the range of 20-25%, not enough to 
cope with the erosion in the peso's purchasing power, ac- 
cording to industry analysts. 

The government’s move during the second half of the 
year to mop up what was considered excess liquidity in the 
financial system at the time was accompanied by a surge in 
interest rates. That effectively shifted investible funds 
from productive enterprises (which were suffering from 
sharply higher costs anyway) to the money market. Debt 
instruments floated by the central bank even guaranteed 
returns of up to 42% a year at one stage. 

Jose Pentecostes Jr, manager for planning and research 
at RGV Group, which is involved in property development 
and marketing, said the property market will be stuck in 
the doldrums until 1987. Because of the supply glut, he 
said, the market has weakened to a point at which neither 
renting nor selling will net a reasonable return on invest- 
ment. “Rental rates have a limit as to how much the market 
can absorb. There are data indicating that rental rates have 
been reduced, in certain cases, to accommodate the mar- 
ket,” Pentecostes said. 

Industry sources also note that some companies — even 
multinationals — operating in Makati are moving out of the 
more expensive buildings in Ayala Avenue to smaller space 
in its backstreets. Savings are estimated to amount to 30- 
40%, with some even cutting rental costs by half. 

The property picture is unlikely to change dramatically 
in the near future, given the current attentiom being given 
to agriculture and farm-related enterprises’as a way of 
pulling the economy out of its current recession. The 
number of applications for business permits in several 
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, eanwhile, the Kuala: Lumpur city government lias 
continued. with it$plans to build low-cost housing. 
The most recent project, at Wangsa Maju, envis- 
ages a 12,000-unit. township costing M$500 million over 
two years. The chief of the city administration, Datuk Elyas 
Omar, told the REVIEW that Wangsa Maju represents the 





— first of many low- to medium-cost projects to be built with 
_inereasing private-sector participation — in contrast to 
earlier public housing projects. Wangsa Maju, jointly 


owned by the city and by Peremba (the commercial arm of 


the. Urban Development Authority ), also fits the objectives 
of the city's Master Plan — which aims to disperse econo- ` 








rities away from the city centre and meet the “re- 


nomic ic Policy, a 20-year programme begun in 1970 to elimi- 
. nate poverty and transfer wealth, jobs and skills mainly to 
<+ Malays. 

. Housing development also continues to be a feature of 
many politically linked cooperatives or holding companies. 
At Kepong and Cheras (both near Kuala Lumpur) housing- 
estate schemes owned jointly by Permodalan Bersatu, the 
holding company for the United Malays National Organi- 
sation, dominant party in the ruling coalition, and by 
Multi-Purpose Holdings, which is linked to another coali- 


tion partner, the Malaysian Chinese Association, have re- 


ceived approval. At a smaller level, cooperatives associated 
with the Malaysian Indian Congress (also a coalition part- 





Metro-Manila areas has gone down by as much as 40%, ac- 
cording to a Land Consult survey. Only those property 
owners with: buildings which are 10. years old or more, who 
therefore have recovered original costs to à certain extent, 
can let space at lower rates — or withhold space from the 
market to wait for better prospects. Bank charges, which 
currently run to 35-45%, make it difficult for owners of 
newly constructed buildings to reduce their rates. 

Industry sources have pointed to recent cases of banks 
foreclosing on newly completed buildings, because the 
owners could not afford to shoulder inevitable losses. “Be- 
_ lieve it or not, there are even foreclosures on some projects 
“ that are just being started,” one source said. As a result of 
the foreign-exchange drought that hit most industries in 
the Philippines last year, there were shortages of a wide 
range of products — including construction materials. This 

has made: commercial-property development an expen- 
: sive venture, even apart from the uncertainties of the 
g market, 


"d he residential- -property sector, on the other hand. 
." sawiprices rising by 40-100% for house-and-lot pro- 
perties. Prices of the more popular townhouses and 
condominium units (for expatriates) rose by 50-65% in 
1984, according to a Land Consult survey. Townhouse and 
condominium units in residential areas’ in southern 
Metro-Manila were fetching about P4,000-9,300/m? in Au- 
gust 1984; :compared to about P3,500- 4,000 in the same 





month in 1983. Selling prices of ready-for-occupancy units. 


ranged from,;P 285,000 to P900,000 in 1984, compared with 
P280-450,000 the year before. Rates were slightly lower i in 
northern Metro-Manila subdivisions. 

The Land: Consult study, conducted on 51 residential 
areas, noted. that. inventories of townhouse and con- 
dominium: amits were. moving faster than house-and-lots. 
However, thisicould be due to the absence of new projects 
put up during the period. One major condominium project 
in Ayala Avenue, for. instance, had to-cut its unit selling 
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S her), such as Nesa or Koperasi Pekerja Jaya, conti 
build and sell low-cost homes. 


~ largest property firms — owns the come ee t 


Mohamad. Although planned to p ne 
gross sales and at least M$2.5 billion in profit ove 
decade, the complex may have to settle for less in c 
conditions though still capitalising on an accele 
move by retailers and commercial businesses aliki 

the city centre. The pace of shopping-centre buildi 
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Wong Kee Tat opened the luxurious Kuala Lumpur 


| scale entertaining with a huge Reception Hal 
] Modem Kitchen, and Banquet Dining Hall. Master Bed GoM: 





















































The highly variable picture holds true even for 
shopping and integrated services projects — suct 
21.8 ha Damansara Town Centre complex in 
Kuala Lumpur comprising nine eight to 12 stores 
shophouses, offices, hotels, residential and r 
facilities. Selangor Properties — now one of b, 













Permodalan Bersatu and milli 4. 
en rate. MS? 

















continues unabated in the city — where property 


on Jalan Bukit Binta g at the end of January. 
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Advertisement 


Staffordshire, England 


A rare opportunity to purchase one of the gr eat estates of E 
This William and Mary period home is 123 miles to London 
.. miles to the Birmingham International Airport. This early. 18t 
tury home has unrivalled views of the surrounding parkland ar 
ing farmlands. This 3 story mansion has over 15,000 s. f 
most incredible and irreplaceablé construction. Designed for 
l 5 Reception r 





“plus 11 other bedrooms. Extensive cellars. Former domestic 
Central heating. Also on the grounds are a 10,000 sg. f 
"Coach House, Cottage. and:fine stables for horses. 
acres with 15 acres of formal gardens with thousands of rose t 
and azaleas. OFFERED AT $1,000.000.00. 


A Texas Landmark — The Fai 
Lone Star Ranch _ 
Only 40 miles East of Dallas, this 238 acre ranch is one of the for 
Longhorn Ranches in the country. Fine improvements for a pre 
. horse or cattle operation. Large remodeled Main Home plus Cab 


and swimming pool. A fine investment property with aca pote 
for development. $1,100,000. 








Francisco Peninsula, California 


Many of them have vanished now, the great land holdings that o on 
spread into the fingers of the valleys along Califomia' s coola K 
. dant North Pacific coast, But the traditions of ranch life in Ar 
Old West are still flourishing — and still available with this rare ch 3 
investment opportunity, 648 acres of the. most beautiful. land or t 
West Coast, and only 45 minutes south of San Francisca. imag 
pride and pleasure in possessing a. ranch quite. as special as 
you leave San Francisco, you follow the beaches to the C 
Range. Immediately, vou find yourself skirting one of two creeks th 
comprise part of your own year round natural water supply. 
 perimneters of your holdings are enormous, more than a mile toa side 
As you enter this hidden valley ranch and drive Ris still ane fré 
rant stands of California redwood, eucalypus and Monterey pin 
past the historic grist mill and bunkhouse, char rming ghosts. from the 
Ràncho's 1880's past, and on to one of the 5 charming homes:ci 
perhaps to one of the many hilltop settings for building your drea 
home with a view of the ocean or the skyline of San Francisco. Tl his 
California Showplace is one of the most modem. planned equestrian. - 
ranches on the West Coast. There are stalls for 61 horses, a lighted, 
Olympic-sized dressage and show ring. This ranch Has many use 
perhaps as a summer camp. a year-round school, a premier corp 
. tate retreat, or the finest ranch for the connoisseur wanting the finest 
ranch available on the West Coast. Under $3.000.000.00 
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— By Paisal Sricharatchanya in Bangkok 
‘| N ever before has the Bangkok commercial-property 


~i 









market been as buoyant as it has in the past two 
years. Following the boom of condominium projects 
— — jin 1984, a crop of new department stores and multi-purpose 
© Commercial complexes is now mushrooming in the the met- 
popes. At least five new department stores opened in the 
last quarter of 1984; two more have started operation this 
. year, and several more are on the way. 
But beneath the buoyancy lie some potentially damaging 
_ factors. The spate of new department stores arrived on an 
__ already crowded market dominated by some 30 other exist- 
ing outlets. Now, competition has become extremely in- 
— tense. Various stores are employing all sorts of gimmicks — 
— with prizes for shoppers ranging from gold chains to a free 
— ear for a day during the initial promotion period — to at- 
— tract customers. Bangkok shoppers are certainly in for an 
~ extended period of bargains; but some of the stores with a 
— Jess-than-ideal location may be committing financial 
‘suicide. 
— — Office condominiums are heading for a similar surplus. 
— There were originally more than a dozen planned projects; 
- but owing to the liquidity squeeze in the banking system 
_ throughout last year, only about 10 managed to get off the 
$i 


E Only two have so far been completed, and they are 
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from full. The full impact of a glut will be felt as others 
_ become operational later this year. 
_ | The current commercial-property boom represents the 
—— product of development dating back to the last economic 
— recovery in 1983. Following years of pent-up demand and 
— "the economic slowdown during 1981-82, which was high- 
_ lighted by a depressed construction sector, property pro- 
_ jects were given a major boost in the revived investment cli- 
mate amid plentiful bank liquidity in 1983. And the surplus 
_ is coming despite repeated official warnings. When the re- 
_ Strictive monetary policy was in force last year (under 
~ which commercial banks’ credit expansion was limited to 
— 18%), the Thai central bank made it clear that commercial- 
— bank lending for imports and “unnecessary construction" 
_ an indirect reference to the commercial complexes — 
- should be scaled down. 
2 But the property developers and their financial backers 
—— apparently thought otherwise: commercial property is still 
- regarded as one of the most stable modes of investment. For 
example, while official planners viewed department stores 
as a wasteful one-shot investment which promotes luxury 
spending but generates little economic benefit in the long 
D. a: the new entrants clearly expect lucrative business. Ac- 
ding to the Department Stores Association, the com- 
—  bined turnover of all Bangkok stores is about Baht 6 billion 





— billion in five years. But whether all stores, or how many of 
— them, will survive in the intense competition remains to be 
seen. 

Meanwhile, the office-condominium sector promises to 
enter a less colourful and more protracted period of stagna- 
tion. The completion of all projects now under construction 
by the end of this year or early 1986 will add about 150,000 
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(US$220 million) annually and will rise to about Baht 10 : 
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mated 550,000 m? 
of prime office- 
rental space. 
Given an aver- 
age growth in 
office-space de- 
mand of 5-10% 
annually, the pro- 
jection is worri- 
some. It is even, am 
more so in light of ©) 
the fact that most | 
of the commer- 
cial complexes 
housing the re- 
cently opened de- 
partment stores 
(but yet to be 
fully completed) | " 
also offer large E WEM C uer eh 
chunks of office TE: 

space for long- |New shopping complex: a crowded ma 

term lease. 

The exceptionally low inflation rate last year of just 1%, 
coupled with the tight liquidity, already contributed to a 
general freeze in office rentals in 1984. Apart from excep- 
tional cases of 5-10% increases, the going rate for most 
prime office space in the Silom Road financial district re- 
mained in the range of Baht 250-300/m? a month (including 
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The rush is on 
to keep out 
of the trough 


By Manggi Habir in Jakarta 
J akarta office rents continue to nosedive. How far they 








will go is not known, but few expect the bottom to be 

reached before 1986, when most current office-build- 
ing projects are to be completed. Trving to avoid this 
trough, developers are rushing to complete their projects 
ahead of time. Tenants, meanwhile are having a field day. 
In Jakarta's major "triangle" (Jalan M. H. Thamrin, Jalan 
Gatot Subroto and Jalan Rasuna Said) office rents have al- 
ready dropped to US$10-15/m? a month net of service 
charges, compared to US$16-18 a year ago. Owners have 
also had to maintain service charges at US$6-7/m? a 
month, despite significant rises in utility costs. And quar- 
terly lease-payment terms are becoming more common, in 
contrast to one-year advance payments not long ago. 

On the supply side, last year seven prime office buildings 
(with about 100,000 m? net lettable space) were completed, 
most of them in the triangle. Five more (representing about 
70,000 m?) are due for completion early this year, while — 
based on those currently under construction — another 10 
(roughly 250,000 m?) are scheduled for completion by 1986. 
Pre-lets are estimated to have reached 50% of lettable 
space, of which about half will be by the. owners them- 
selves, industry sources say. This building surge 
red by a lack of quality office buildings duringth 
of the late 1970s. Landowners in ingle were also 
under considerable pressure from the government to deve- 
lop their property. In addition, property owners — major 
banks and local business groups — wer ing increas- 
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r Ohare AT another pete location ‘in Ploenchit, 1 
Orakarn office condominium, which has a limited amount 
of rental space, reported Baht 200/m? a month (excluding 
air conditioning and electricity) one year after it opened for 
business. Land prices in the Silom Road district, tradition- 
ally Bangkok's most expensive, remained unchanged at 
about Baht 80-110,000 per wah (4 m?) last vear. 

On top of everything else, the negative impact on general 
business conditions of last November's devaluation is 
likely to mean only marginal increases in office rents from 
now until 1986. "It is a buyer's market now and it will re- 
main so over the next two years," commented an office- 
building executive. 

The residential-property market appears to be showing 
mixed results. Most of the estimated one dozen additional 
residential condominiums hitting the market last vear re- 
ported sluggish sales. This is hardly surprising given an 
evident surplus similar to that looming in the office-con- 
dominium or commercial-complex sectors. Shortage of 
bank credits in the face of the government's restrictive 
monetary policy also contributed to the generally slac- 
kened market. The slowdown is likely to continue this year. 

However, the residential-space rental market remains 
firm. Estate agents reported brisk business at some 15 first- 
class apartment blocks which opened last year. A brand- 
new luxury unit with three bedrooms in the prime residen- 
tial areas of Sathorn Road or Sukhumvit now goes for 
about Baht 50,000 à month, or roughly double the rent of 
a similar-size but older unit in the same areas. Rents rose 
about 7-10% last year and are expected to climb at a simi- 
lar pace this year. oO 


z 





ingly aware of the need to project a more up-market image. 

But the rising demand projections on which most of these 
office projects were based were not realised, Instead, world 
recession severely cut into office-space demand as com- 
panies focused on consolidation rather than expansion. 
Leading the decline was the sharp drop in demand from oil 
companies, the major source of demand in the past. Low ac- 
tivity in the oil industry is one reason for the slump, but 
state oil company Pertamina's recent rental guidelines for 
oil companies also had a depressing effect, sources say. Per- 
tamina, which all oil companies have to go through when 
tendering for office space, set maximum rental limits at 
US$15.75-16/m? a month and maximum lease terms at two 
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. Plaza have remained stable, averaging about US$20-25/m* 


- the economy Shows signs of growth —- developers are shift- - 








ment, where demand appears to be still strong. ü 
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As Sydney goes 
high-rise, the — 
rents go up 1 
to match 


By Hamish McDonald in Sydney | 
Ri for prime office space in Sydney and Mele) 


















bourne have firmed sharply recently, chiefly under 
the impetus of an expanding financial sector as Ause 
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tralia deregulates and a more active bureaucracy undert 
Labor government. The imminent arrival of half a dozem 
new banks will put further pressure on prestige central) 
business district space. Various inducements that had to be ^ 
offered to tenants during the 1981-83 recession vears have 
now disappeared in such locations. Rents are generally” 
reckoned to have risen by an average 10-15% in 1984, and ^ 
seem likely to follow the same course this year. 

All services included, top rents were well over AS400- 
(US$324)/m? a year (annual figures are the norm in Austra- ~ 
lia). The peak so far has been A$490/m? for a part floor in ` 
Sydney's Australia Square tower directly across Bond 


iE 


years. According to the current arrangement, oil companies 
can only tender for office space at lease-renewal periods. — 
But the oil sector's decline has been partlv offset by the 
slight surge in demand from local companies, particularly" 
as, resulting from the soft market, tenants are being lured © 
from their old premises by low rents in new high-quality ^ 
buildings. Should this trend continue, second-tier office ^ 
buildings could suffer considerably — especially those 
with insufficient fire-prevention features, which tenants | 
are becoming more sensitive about after a spate of fires re- 
cently. 4 
There is also a growing tendency for users to own part of 2 
the buildings where they have their offices (through equity - 
participation as there is still no strata-title legislation); 7 
This has not prevented some building owners selling sev- 
eral floors in new buildings, and those strapped for cash 
have resorted to selling whole buildings. At least three have 
changed ownership in this way recently. Some tenants are 
also talking about locking in the low rental prices by going € 
into long-term leases. > 
Rents for expatriate housing have also declined slightly. 
to about US$2,500 a month for a three- or four-bedroom - 
house in ptime residential locations — and rental terms 
have become more flexible, with landlords often willing to — 
accept leases shorter than the normal three years. The soft- 
ening of this market reflects a suspected decline in the 
number of expatriates, in turn caused by bad economic 
times and tougher visa regulations resulting from the goy- 
ernment’s Indonesianisation programme. Rents for high- 
quality apartments, which are still scarce, are about 
US$1,500-2,000 a month. There are now about 180 apart- 
ment units with a further 400 units (in three luxury apart- 
ment projects) under construction, 
Unlike office rentals, retail-space rents in prime shop- 
ping centres such as Jakarta's Ratu Plaza and Gajah Mada 












a month, while prime-ground floor spacé could fetch as” 
much as US$65/m? a month gross. As interest in office- - 
building development declines — as it is likely to do until 


ing their attention to shopping-cent re and hotel develop- 
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I to the O'Connell Street-Bond Street financial precinct. 


" have been hit by sharp increases in rent reviews over the 


l 
| 
if 
ww n other cities, however, lessors are still struggling to fill 
buildings. Occupancy of Perth office space has filled 
—MA. out, with a high proportion of new leases coming from 
T government agencies, but oversupply means only marginal 
| increases in rents which average about A$150/m* in the 
T city centre. Brisbane has a vacancy rate as high as 12%, and 
“with three major buildings just completed by the major in- 
st ‘ance groups and Lend Lease's Riverside building soon 
T to be finished, the surplus will continue. Rents average 
—about A$145/m?, going up to more than A$160 in the prime 
—Ann Street location, but inducements to new tenants are 
—common. 
— The Sydney supply position has tightened “alarmingly” 
| - according to leasing manager Ian Peters of the big property 
firm L. J. Hooker. He estimates vacancies to be down to 2% 
—of total space. Uptake reached about 150,000 m? last year 
— after three subdued years in the 50-60,000 m? range. How- 
ver, about 200,000 m? in new buildings and refurbished 
M space will come onto the market this year, plus about 
156,000 m? in carry-over, leading to a more balanced supply/ 
1 demand position, Peters said. Major new buildings reach- 
T ing completion are the National Australia Bank offices at 
——the top of Bridge Street, which will have about 40,000 m? 
~ lettable at A$355-451, and the State Bank of New South 
Wales head office in Martin Place which will provide a lit- 
tle less than 40,000 m? at A$345-480. 
T And a heavy new round of construction will bring more 
am ajor additions to space in three years, New buildings in- 
elude the A$350 million Grosvenor Place project being con- 
structed for Kern Corp. and the Superannuation Fund In- 
—westment Trust next to the Regent Hotel: it will have 90,000 
zm? of lettable space from the end of 1987 — the country's 
^ biggest office block. Together with the National Australia 
2 Bank building and the nearby Qantas tower, this will move 
—the centre of business gravity west of the present Martin 
Place — O'Connell Street-Bond Street focus. Another shift, 
T to the north, will come with the Hooker Corp.'s 50,000 m* 
— Gateway project facing Circular Quay. 
— On the other hand, nearly all the half-dozen new banks 
_ being licensed by the federal government are expected to 
‘locate their head offices in Sydney — each requiring about 
7,000 m2, including prestige ground-floor space if retail 
"banking turns out to be a significant part of their opera- 
—tions. Doubtless each bank will also establish sizable 
> branches in other state capitals within a short time. Mean- 
while, their senior staff will be looking for suitable housing 
T in Sydney's eastern suburbs or north shore at about 
T A$1,600 a month, with middle-ranking staff paying A$900 
— 10 A$1.100 for a less spacious housein the same areas. How- 
—-— ever, supply of top-quality houses to rent is extremely 
— tight. 
— A Interestingly, the latest round of commercial-property 
rent revisions has produced a tenant rebellion in many 
— quarters. The giant Broken Hill Proprietary Co. is fighting 
its Australian Mutual Provident (AMP) Society landlords 
in the Victorian Supreme Court over valuation of its head 
office space in Melbourne. In Sydney, the numerous law- 
yers and other professional tenants in the MLC Building 
are fighting the General Property Trust (a branch of Lend 
Lease Corp.) over its costing of services. Some major ten- 
— ants are simply moving out. Continuing high interest rates 
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Sydney's 


have made the option of buying strata-title space in city 
| buildings less favourable in recent years, but this option is 
being taken by a steady number of small professional busi- 
nesses. One trend is to move all but senior management and 
front office functions out of the cities altogether. 
American Express caused a stir when it moved most of its 
staff out of the Hooker-owned tower at King and George 
streets, Sydney, to a satellite centre at North Ryde, about 12 
km northwest of the city centre, leaving only top executives 
and its ground-floor travel office. Amex had taken up 
10.000 m? in 1977 at a highly concessional rent of about 
A$100/m?, plus naming rights. Its recent rent review 
would have trebled the annual payout, according to re- 
ports. IBM is another major force to abandon the city, set- 
ting up officein West Pennant Hills, also in the increasingly 


popular northwestern suburbs. 





S 


vdney's satellite business centres have shown re- 
markable development, with North Sydney (just 
across the Harbour Bridge from the centre) rivalling 


Melbourne as the second most-expensive area, with rents 
in the A$236-248/m2 range. Parramatta, at the popu- 
lation centre of metropolitan Sydney, is attracting more 
state and federal government offices from the city, and an 
increasing number of businesses which feed off the de- 
partments involved. In Melbourne, developers have sharp- 
ly bid up land prices in St Kilda Road, just across the 
Yarra river from the city centre, anticipating a similar 


exodus. 


Trends such as this lead to some caution about how long 
the current boom will last. Leasing manager-Greg Har- 
greaves of Australian Fixed Trusts, one of the biggest prop- 
erty-trust firms, foresees a "good increase" in rental levels 
over the next 12 months. However, Richard Nielsen, prop- 
erty development manager for the AMP Society, can al- 
ready see "a difficult period ahead" for the office market. 
Nielsen notes, as does Peters, that federal and state govern- 
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market is not all that strong. I am not sure that the take-ups. | 


* 


we have seen will necessarily continue." Nielsen and others 
also point out that in many cases tenants taking up space in 
the glittering, high-technology new buildings are leaving 
prime space in other fairly recent premises. "It's musical 
chairs at the end," said Nielsen, who can see an oversupply 
position building up in Sydney. 

Investment interest in prime commercial buildings con- 
tinues, with a large amount of money chasing a limited 
number of prime targets. "A shortage of existing invest- 
ment stock has encouraged many investors into new deve- 
lopment projects," said Australian executive chairman 
Frank Charnock of property firm Jones Lang Wootton. 
"Sales with pre-funding and end take-out commitments 
have become far more common in Sydney. Site values are 
increasing across the board with prime central Sydney 
values in excess of A$1,000/m* of plot ratio now being 
realised." 


chase of the United Permanent building in Martin 

Place last September by the New South Wales Gov- 
ernment Insurance Office for A$11.7 million — giving a 
value of about A$4,000/m?. The United Permanant Build- 
ing Society bought the 90-year-old building for A$4.2 mil- 
lion in 1980 and.spent about A$4 million in renovations. 
But Martin Place, like Tokyo's Marunouchi, tends to be 
"priceless" because hardly anyone ever sells. 

The pressure has led to a recent firming: of investment 
yields in Sydney and Melbourne. Property sector analyst 
Neil Goldston-Morris of stockbrokers Bain and Co. says 
yields are now around 6%, compared with about 7% a year 
ago. "On some of the best buildings it would be under 6*5," 
he said. “Yields will continue to firm until the first of the 
new developments in late 1986." Jones Lang; Wootton's re- 
search manager, N. H. Seek, puts Sydney yields at 6-776, 
down from 6.5-7.5% at the end of 1983, with a similar pic- 
ture in Melbourne. Perth yields have been steady at 6-776, 
while Brisbane slackened by 0.25% to 6.75-7.25%, Seek 
said. 

Outside the central business districts, inivestment in- 
terest is highly selective. Residential-property values are 
stagnant, even in Sydney, amid high interest rates and ap- 
prehension about a capital-gains tax which may be intro- 
duced. With the traditional manufacturing industry se- 
verely cut back by recession, the best prospects in indus- 
trial property lie in warehouse or showroom space com- 
bined with offices, located in prime light-industrial areas 
such as Sydney's Artamon or North Ryde and Brisbane's 
Acacia Ridge. Retail premises are picking up, but informed 
investors are concentrating on larger regional stores not 
likely to be affected by neighbourhood developments, as 
with the AMP Society's recent 50% investment in a big 
shopping centre in Parramatta. 

The traditional institutional investors have been joined 
by property trusts in the competition for good buildings. 
Up to A$4 billion has been invested in trusts, with the most 
explosive growth in the unlisted area. Capitalisation of 
listed trusts has gone up from A$686 million in March 1981 
to around A$1.5 billion; investment in unlistec property 
trusts has risen from about A$400 million in March 1981 to 
about A$2.65 billion (including A$485 million borrowings) 
in December 1984. 

Studies of relative performance by stockbrokers Randall 
and Co. and Norths Securities have shown the listed trusts 
outperforming the unlisted trusts. Regular surveys by the 
actuarial firm Investment Measurement Services ialso show 
the highest growth in the listed area. It found that over the 
10 years to mid-1984 listed trusts showed an average an- 
nual yield of 18.7%, the top earner being the listed Equita- 
ble Property Trust No. 1 with annual compound growth of 
24% after:all expenses. Unlisted property trusts. gave an 
average 14% return, the best being the 19% achieved by 
Telford Property. Trust No. 1, which has terminated. Over 
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j 
the same 10 years Australian share prices rose by an aver 7 
age 18.3% a year. a 

The extremely disappointing performance of some ums. 
listed trusts — such as the 6.23% compound return reporte? 
ed by Australian Fixed Trusts Real Property Growth Trust? 
No. 2 over the three years to November 1984 — naturalis 
raise questions about the availability of enough good prope 
erty to justify the glowing prospectuses circulated by many 
new trusts. The National Companies and Securities Com 
mission has in fact been taking a close look at the trust 
business over the past 18 months, and is moving to r ire 
much more objective information than has been the rile 30. 
far. F. 
Legislation is also being drafted to restrict the liability af 
investors in unlisted trusts in the event of failure. High 
front-end charges, generally in the order of 8%, which are” 
sometimes not discounted from progress reports on yields, 
have also been criticised. The past year has also seen the 
failure of the Balanced Property Trust Group, which had 
attracted A$55 million from some 8,000 individuals into 
unlisted private trusts, which Telford Property Fund is tty 
ing to rescue by putting assets into one listed trust. 

Despite the criticism, property trusts continued to grow 
strongly through 1984. Will the flow stop? Investors are 
now getting more estimates of performance and may be” 
more critical of earnings forecasts. Some external factors 
suggest it could slacken in the near future. Retirees will 7 
soon be subject to an assets test on eligibility for goverge 3 
ment pensions, suggesting that those who put superannua= 
tion into funds with high capital growth and low income” 
may need more regular income. A capital-gains tax would 
also have an obvious unfavourable impact | 
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Set on 150 acres of beautiful rural country, 
about 1 hour drive from Melbourne. 

















Close to excellent golf courses; for fishing — a wide | 
range may be caught within a kilometre of property. y 
Write to Mr Mitchelson: 1 
Australian Pacific Development i 
CO. PTY. LIMITED, 
P.O. Box 219, 
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zabeth Bailey in Los Angeles 
kind of schizophrenia is gripping California com- 
^mercial-property markets. The cleavage is not, as it 
.has been in the past, between high rents in San Fran- 
and relatively lower rents in Los Angeles. That gap 
arly closed. Instead, today’s gulf is between the value 
buildings based on their rents and the much higher 
ased on their selling prices. 








markets at. present. Generous discounts are being 
n leases, and some developers are even offering 
weeteners to major tenants willing to take entire 





ding to David M. Law, vice-president of Merrill 
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| ihe New York inarket than in San Praneso or 
! es- — - and a bigger: investment is needed. So those 






i ould follow Meus. the S of the 
nd the collapse of the stockmarket and 
iarket in the territory dried up billions of dol- 
n capital. Late 1983 and all of 1984 saw very little com- 
cial investment atall. This. is beginning to change and 
money is starting to flow. With the renewed strength of 
Hongkong economy; “wealth is'being recreated,” 
is Kavanagh, a senior partner. at: Jones Lang Wootton, 
predicts: "They will be back.” 

the residential market, Hongkong investment never 






















San Francisco and Los Angeles are pretty much. 


of some of the many new buildings coming on stream. 


"Commercial Real Estate in San Francisco, vacancy: 
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but: the effective rate is lee to o USS28/ft. The best of the 
prime sites might do better, as in most markets. Yields on 
the higher-quality buildings average 8.5-9%, while those 
-on lesser buildings or areas go down to 5%, said Jim Shaw, 
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; ing to New York City rather than Hongkong b 


investment adviser for Jones Lang Wootton in San Fran- 
cisco. 
In Los Angeles too, the oversupply of office buildings has 


. softened the rental markets. According to Graham Mar- 
riott, an associate at Jones Lang Wootton in Los Angeles, 


some 3-3.5 million ft? of commercial property will be com- 


ingon stream in Los Angeles over the next few years, while 


the absorption rate has been running at only 1-1.5 million 
ft? annually. In the past, commercial office space in Los 


Angeles has been c heaper than that of comparable leases in 
the two strongest markets in the United States, New York 


and San Francisco. Now, however, top rents in prime areas 


in Los Angeles are quoted at US$30- 35/ft2. But those 


quotes, just as in San Francisco, are more for show than 


. fact. Most renters can get free rental periods, free work or, 


in the cases of large users, an equity participation in the 


building. Investors can expect an annual yield. of 8-9% on. 


these buildings. 

However, all t'nis does not necessarily mean a weak mar- 
ket. While oversupply and vacancy rates might scare off 
some investors, the tight building constraints of San Fran- 
cisco combined with its diverse economic base and the po- 
tential of Los Angeles as the headquarters of the Pacific rim 


: make up for such cyclical problems in the eyes of institu- 


tional investors. "It's a confused market," admitted David 
Sherwood, investment manager of the International Land 
Group in San Francisco, "but we are still bidding." In San 
Francisco, the investment climate in commercial property 





stopped in 1984. While estimates are difficult, given. the 
discreet activities of investors, it may be that US$25- She 
million went into residential property here last. year. "That 
should rise sharply in the months ahead. Interest is very 
strong in townhouses and large family apartments. “Fifth 
Avenue and Park Avenue on the East Side of Manhattan are 
the prime areas of investment," according to Barbara S. 
Fox, senior vice-president at Cross & Brown Inc. “There is 
some on the West Side also.” Chinatown in lower Manhat- 
tan, where several factory buildings have been converted to 
apartments, is another area of Hongkong residential in- 
vestment. But the big money is going into the most: EXPER: 
sive areas of New York. ks 
Three-, four- and five- bedroom apartments are. being 





bought at a minimum of US$800,000 and prices go up to 


US$3 million. Townhouses start at about US$1 million and 


move higher to US$4-5 million. Most of the investments are 


residences to live in — either now or in the future. They are 
being bought by English-speaking Chinese with an eye to 
1997 when Hongkong becomes a special administrative re- 
gion of China. But some of the investments in townhouses 
are profit-oriented. Run-down townhouses are being 


bought for approximately US$300-500,000, repaired and 


then flipped over to new owners. 

In commiercial property, Hongkong Chinese "have been 
sniffing around mainly office buildings," according to 
Kevin Haggarty, executive vice-president.at Cushman & 


i Wakefield. There has also been interest. in hotels, as- 
pelle i and Pie venu in 


ith local i Par Yorks invest- 
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"We sold two buildings [late last year] because we could 
see a strong divergence between the leasing and the invest- 
ment markets. The leasing market will continue to bottom 
out because of an excess supply and because of a strong de- 
centralisation wave by corporate users. But the investment 
market will continue strong because of the long-term ex- 
pectations of institutional investors who see its as a good 
opportunity to snap up first-class property in first-class 
areas," said Sherwood. 


t has been difficult for Asian investors to compete in a 

market so heavily dominated by the institutions. “The 

money is there, the interest is there, but the market- 
place has been infiltrated by the domestic institutional 
buyers," said Paul Lee, an associate with Eastdil Realty 
Inc. in San Francisco. “The Far Eastern investor,” said 
Mimi Kuo Cary, who is with the international investment 
division of Grubb and Ellis in San Francisco, “is looking 
for a return of 9% or so. Offshore investors are very conser- 
vative in the way they place their money and they won't 
touch a deal that won't get them that kind of money." 

However, Lee thinks that 1985 might widen the field for 
investors in San Francisco. *We think that the market this 
year will be a little bit better for our foreign investors. 
There will be more product and the cycle of the holding 
period — about nine or 10 years for many investors — seems 
to be running its course. If the economy does continue to 
pick up, a lot of people who bought properties several years 
ago might be ready to sell," he said. 

Asian investors interested in California have tradition- 
ally gravitated towards San Francisco, but many observers 
spot a movement towards Los Angeles. “Asians feel com- 
fortable with the size of [San Francisco] and the way the 
market works. Los Angeles has turned them off in the past, 
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their properties for up to 15 years, compared to 10 years 
elsewheré'in the US. The goal is as much capital apprecia- 


tion as it iS Safety. Very few are actively trading their prop-. 


erties. And they are accepting 12-13% yields on fully com- 
pleted or leased buildings over their projected lives. More 
speculative properties generate somewhat higher yields. 
Investors &ré mainly wealthy Hongkong families, but mid- 
dle-class families are involved as well. In fact, pooling of 
capital is beginning to take on more popularity, allowing 
more middle-class families to participate. 

Cushmáan'& Wakefield has a joint venture with Fung 
Ping Fan International Properties in Hongkong, which has 
been active ‘in advising Hongkong and Southeast Asian 
clients on offshore ptoperty investments, and Cushman & 
Wakefield/Fung i$ focusing some of those funds on New 
York. Wardley i'àctive in pooling capital for offshore 

property ih ééstments as well. 
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HEART OF LOS ANGELES COUNTY 
MONTEREY PARK, CALIFORNIA 


We are currently offering for sale four contiguous industrial 
buildings in highly developed MONTEREY INDUSTRIAL 
PARK, City of Monterey Park, 10 minutes from the center of 
Downtown Los Angeles. Total square footage includes 
123,200 feet of floor area, net leased to six tenants includ- 
ing a large Fortune 500 company as major tenant. The 
buildings were built for high technology uses, of concrete 
and brick construction, are efficiently designed, and are in 
excellent condition. 2:1 Land Ratio includes additional area 
for future building expansion. This is an extremely sound 
investment opportunity in one of Southern California's 


most highly sought business communities. For additional - 


information, call or write: 


HOOKER-WAGNER AND ASSOCIATES 
1600 South Naomi Avenue, Los Angeles, California 90021 USA 
Telephone (213) 749-7114 


St. Louis, Missouri U.S.A. 
















Development Opportunity | - 


This prime property is located on the western end 
of the Gateway Mall in downtown St. Louis, Mis- 
souri. This 3.4 acre site could entail 800,000. 
square feet of building space (550,000 square feet 
possible renovation). Ideal for a mixed use project * 
such as a corporate headquarters, motel or con- 
dominiums. This unique parcel is located across 
from the exciting $135,000,000 St. Louis Union 
Station redevelopment project. Outright sale pre- 
ferred or codevelop. U.S. 4,000,000 to 8,000,000 
project. 


Contact W. R. Miller, Century Electronics Inc., 
1831 Chestnut Street, St. Louis, MO 63103. 
Tel: 314-342-2470, U.S.A. 


PROFITABLE U.S. CONSTRUCTION 
BUSINESS FOR SALE 

Ready to operate business opportunity & great po- 

tential for acquiring investor's visa to the U.S.A. 

Sale Price: US$5,000,000.00 


Sale price includes a ranch hotel in yellowstone. 
Montana; properties & offices in Hawaii and 
California, plus equipments. 

Negotiable sale terms, owner retiring. Business is 


operating in Hawaii and California. 


For information: Please contact exclusive sales 
broker 


RITA WONG REALTY 
99-128 Aiea Heights Dr. Suite 703 
Honolulu, Hawaii 96701 

— Tel. 808-4876998 
808-2354437 
Telex: 296864 ASPAC HR 
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' said Marriott: Japanese money, mostly from banks 
; large corporations, has been filtering into central Los 
geles for several years. Mitsui Fudosan USA, the Japan- 
investor with the highest profile, owns the former 


cel of prime central land Scheduled to be the site of a 
y office building. 


3 les, while the Hongkong Chinese have concentrated 
san. Francisco. But what we are now seeing is a cross- 
a movement as both the Japanese and the Hongkong 

































J the effects of the recession, 1984 was a year of 
PY ior the. commercial: Papan sector — ane 


A ers Scanning: 109, 807 m? ! die to open hel doors 
December, another five in 1986 and another two in 


6 b. ‘During 1981, in stack it declined to se than 1%, 
ication of the huge absor ption that was taking place 
time. When inflation was in full flow, Vancouver was 
‘ling of developers. Every street corner was sprout- 





1ié boom ended and the resource-based economy of the 

ce still shows no signs of any prolonged recovery. It 
nly 3.9% last year, the third-worst provincial per- 
ance in the country, and it may not even achieve that 
tthis year. 
costs, which. peaked at US$750/m? in 1981, have 
o about US$400/m? ánd land trading has virtually 
ip. The speculative developer who needed a 25-30% 
on investment has gone from the market-place, and 
g landlords will have to be content with a return on 
ment in the 10% range for at least the next five years, 
res say. As a result, at least 10 projects have been put 
hol ane device and investors, ecu offshore 





ys Vancouver, for more than a decade the most popular 
| di n city. fore construction investment, now e be- 























here," he E 


ith Los Angeles emer ging as the centre for Pacific rim, - 
n sophisticated money is coming down here as 


ser Bank Building in downtown Los Angeles as well as’ 


apanese have been better able to focus on Los. 


ith British Columbia's economy still reeling from 


ilding and eager tenants lined up for prime space. 
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also increasingly looking to Los Angele: s 


prices.” 
E ing up at about 5% a year. 


"the residential-property market, 












und its: suburbs. 
Monterrey Park, east of Los Angeles, has seen an enormous 
influx of Asians, many of them Hongkong Chinese, over the 
past two decades. From 1960- 80 the Asian population in- 
creased from less than 3% to 35% of the total and estimates 
put it at 40% at present. Asians have also been active in the 
high-priced neighbourhoods around -Beverly Hills and 
West Los Angeles. In these areas, said Elliott Feinman, pre- 
sident of Merrill Lynch Realty in Beverly Hills, "asking 
prices have started to come down closer to actual selling 
However, prices at the upper end have been inch- 


Royal LePage's authoritative office survey, acknow- 
ledged as the bible by. the industry, shows how bad the cli- 
mate is. Only 5,122 m? of new office space was taken up in 
1984, leaving a record surplus of more than 213,897 m^. It 
was the worst performance in seven years, apart from 1982 
— the depth of the recession — when a negative growth of 
77,261 m? was recorded. During that period businesses 
were failing daily and tenants deserted buildings in 
droves. 

But Peter Maddox, Royal LePage's commercial vice-pre- 
sident, says that despite the low net absorption of new 
space there is consider able movement within the market as 
tenants take advantage of the buyer's market to upgrade 
their offices. Nevertheless, generous inducements are the 
order of the day. Not only are desperate landlords being 
forced to renovate older buildings — “retrofitting” has be- 
come the new buzzword — but they are offering free rent. 
for several months, turnkey operations in which tenants 
move into new offices built according to their specifica- 
tions at no extra cost, moving allowances, lease takeovers 
and even cash bonuses. 


violate. Landlords will negotiate anything — except 
" rate reductions. Wellar said the name of the game is 
to hold the line on investment. A widespread slashing of 
rates would be highly damaging to the financing of resale 
agreements and the lending institutions simply will not 
allow it to happen. Another bulwark against ratereduction 
was the introduction of a net lease system which leaves 
taxes, power and maintenance costs — currently about 
US$55-7 70/m?* a month — to the tenant to pay. Thus, despite 
the oversupply, new, first-class office space ranges from 
US$177 to US$215/m*, older space ranges fromías low as 
US$60 to US$135. Ironically, when service costs are in- 
cluded, gross rental costs per m? are as high as: they were 
during the peak years of the early 1980s. ood 6 
Maddox detects little investor interest from: Hongkong or 
the rest of Asia, except in the residential field “We are 
doing business with Hongkong and: ‘Singapore, but that 
business is being done in.eastern Canad ; where:the manu- 
facturing-based economies are going fui htilt: Simply put, 
the offshore investor seesmore value for his investment in 
the US and eastern Canada. There is. isoa strong'desire on 


. espite the climate, rental rates have remained in- 























the part of Hongkong i in vestors | in part icular to na their 
/ risk around,” hesaid.- ^ P 








. Petér Scarrow; m O oon lawyer’ who sppaks Manda- 


arin. and p qi cde) forChinese clit nin sa: 

















































have been reduced ther by 40%: nore, 
condominiums that had been going for USS4n0/ft 
ig offered for as little as US$200. 
l'he picture is different in San Francisco, ubere con- 
minium sales have fared better than in the rest of 
fornia, according to Charles Moore, president of 
{cGuire Real Estate. Condominiums sell at anywhere from 
p $125/ft? to US$400/ft2. Prices have increased about 3- 
-. §% over the past couple of years. House prices at the lower 
end of the market, less than US$150,000, also have done re- 
latively well, mainly because a lowering of interest rates 
. has; bought in, new buyers. The middle range of housing 
prices. is. soft, while prices at the higher end, as in Los 
. Angeles, are eine ene at 3-5% a year. a 



























the US$2-5 million range and financed medium-size 
1 iases such as smaller office buildings and shopping 
. centres. But I don't detect much interest at present, though 

I believe that in the future other Asian investors, such asthe 
Taiwanese, will discover Vancouver and Canada in a much 
larger way." Scarrow also says that the climate in Hong- 
kong has changed since the signing of the Sino-British joint 
declaration on the territory's future, and fears have been 
reduced. “The demand to get a nest egg elsewhere seems to 
have diminished," he said. 

The only notable deal involving Chinese nivei in 1984 
was the US$70 million purchase of a major shopping centre 
in suburban Vancouver by Vanprop Investment, a Hong- 
kong-controlled company. But it was no fire sale and 
sources say it was the result of three Neu of protracted 
negotiations. 

There is, however, some cause for optimism on the resi- 





dential front, though there is little stability in the market. 


Last year got off to a good start. Interest rates had fallen 
and appeared reasonably stable and affordable. But in 
March they started nudging up again, swiftly bringing 
back memories of the stratospheric 22% rates of 1981-82. It 


was enough to cast another big chill over the market, and 
the recovery was snuffed out. Over the year, sales dropped 
by 10% while prices slipped back by 5% from 1983 levels. A. 


total of 9,462 single-family homes were sold in Vancouver 
compared with 10,494 in 1983. The average selling price 
was US$98,603 compared with US$100,236 in 1983. 

However, interest rates have again fallen, sparking in- 


tense. competition among lending institutions with coffers. 


bulging because of the lack of commercial borrowing. 
Mortgage sales are again in vogue and the five-year 


mortgage, killed off by the banks two years ago, is back. 


= with a vengeance and is proving extremely popular for bor- 
rowers intent on trying to secure the longest term possible 

. ata reasonable rate. Banking sources believe there is room 
for at least another 1% decline i in 1 the current ong-y ear rate 
of 10.75%. 
Hongkong buyers remain an active 196 in the süsiden- 


tial market. Vancouver is still seen- as a safe haven. One. 


source said: "The Chinese want to purchase brand-new 
homes and have the cash to do so. It is the perfect time for 
them. to buy with plenty of supply available. They are 
quietly taking advantage of the market." 

Nobody; knows what the timing or strength of any re- 


covery will be this year, but many are still looking to the - 
ambitious international exhibition Expo '86 as the ulti- . 
mate bailout for the ailing economy. Few expect any mira- 
. cles and Expo officials are themselves playing down their + 


> expectations of the number of visitors and cutting expendi- 
^ « ture. Buteven if the extravaganza — which Vis teers the 
themes of tranport and communicatio 
more than quicken the pulse of local c 
some of the bound 15, 000 PF the Sii e effec 






ears a alel of giiel money came snö Vancouver. Itv was 


| does nothing | {o 
mmerce and: create m 
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been partly seasonal — July is a good time to be awa 


| (though it will not be certain how. much of this: 3 


is ae that H spate s ers. "ipe = 
in the London property market. The agency has bes 
basic instructions on fung shui from its associate 
ship in Hongkong. Now it is careful what numbers it 
to Hongkong Chinese and where the houses or flat 
situated. Thus it hopes to avoid repeats of the inciden 
day last year when a property in Eaton Place (a ha 
street in the heart of the smart district of Belgravia) 
the agency’s surprise, turned down by a Hongkong € 
What Knight, Frank & Rutley had not realised was th 
property's fung shui was bad. 

Hongkong people have been buying into Londor 
tial property for the past two vears, but the big sur 
in the second and third quarters of last year. Thism 





Hongkong because of the heat — but it was doubtle 
due to the high degree of uncertainty then felt over tt 
ture of Hongkong. London was on the list of good 
holes in case things went wrong. 
No overall statistics are available, but it seems th 
ing that time, Hongkong buyers were the most imp 
overseas buyers in the London market. In the: f 
ter, when the Sino-British agreement over the 
Hongkong was announced, the buying. appeared t 
























e You: live in | Hong Kong— 
But you wish to purchase propert: 


* fof investment purposes: 
9 10 five in yoursell 
(9 for your retirement 
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salaction of London fats or fou Ses. gode saving f yOu 
your: visit to the; UK. This service is completely tree a 
: "Our association with Personal Financiál Consultants kitan Haig vou with ye 
D mortgage and conveyancihg arrangements. 
| in London — we ili meet.andtake yos te ses your prose 


. we itas any other ERE properies new on the ma 
in extensive range of Central L ondon housing | for ai 
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merely seasonal until the next high season in this year’s 
second and third quarters). The current level of buying ap- 
pears to put Hongkong ahead of the Middle East in terms of 
numbers but not in value since the Arabs include some very 
oil-rich families. 

At least eight London estate agents now have offices, as- 
sociate partnerships or representatives permanently in 
Hongkong. Others have arrangements with local Hong- 
kong estate agents for mutual referral of clients. Farrar, 
Stead & Glyn has its own office while Debenham, Tewson 
& Chinnocks, Knight, Frank & Rutley and Hampton & 
Sons are among those with associated partnerships in the 
territory. These arrangements have nearly all been made in 
the past two years. The agencies have also made special 
promotional trips to Hongkong. 

The typical Hongkong Chinese buyer, according to Ches- 
tertons, wants to buy a one-or two-bedroomed flat at £75- 
125,000 (US$83-139,000). He wants to hold it as an invest- 
ment and to have it let and managed by the estate agent. In 
some cases, Hongkong Chinese are willing to buy "off the 
plan" — without even seeing the property they are acquir- 
ing. They want a new development, not an old one and a flat 
rather than a house. They want only property in the central 
area of London, in the smartest and best known areas of 
Mayfair, Belgravia, Knightsbridge, Kensington and 
Chelsea. This is not a matter just of personal taste but also 
because the highest yields on rent are obtainable in these 
areas. Most agents quote around 6% or 7% net of expenses. 

A significant minority of the Chinese, however, do not 
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al owner takes over 


ern style with a motif ol. 


the flats they buy. They are buying them for the 


| pede the a children who are being educated in Britain. Of 


course, the flat is also available for their own use when they 
visit London. But Hongkong buyers are not only Chinese; 
expatriates are in the market too. They also buy in order 
to let, but they have an eye to living in the flat or house 
on their return to Britain. This means they want rather 
more space — and since they do not as a rule have more 
money they are tempted to buy property in less central 
locations. 

Both Chinese and expatriates buy in the hope of capital 
appreciation. Despite the weakness of sterling and the rela- 
tively feeble performance of the British economy, this hope 
is not unreasonable. According to Hampton & Sons’ prime 
residential property index, property prices in central Lon- 
don have risen by an average of just over 15.7% compound 
since 1974. In 1984, the index rose 16.96%. The prices are 
no longer dependent on Britain's economic performance as 
central London is now part of the international property 
map. Its residential property market has become very cos- 
mopolitan in the past 10 years, with waves of buying from 
many parts of the world, For instance, at present it is not 
only Hongkong that is buying from the Far East. Several 
agents mentioned Singapore, Malaysia, India and Thailand 
as countries from which buyers are coming in increasing 
quantities. 

Moreover, the current weakness of sterling makes Lon- 
don prices attractive for buyers from abroad. The strength 
of the US dollar has led to a recent wave of buying from the 
United States — and the linking of the Hongkong dollar to 
the greenback is another reason why Hongkong interest, 
while probably down from its peak last year, is a continu- 
ing force in the market. The currencies are right and so, 
courtesy of Knight, Frank & Rutley, is the feng shui. Oo 


hotel is a stylistic schizophrenic. Its 

ms are mostly designed as 
Towle wanted them in 1929 — “as 
nearly as possible on the same lines as 
the best class of English private 
house. We have proceeded on the 


‘trees. principle of taking the best 17th-cen- 


hat I am trying to say," 
' wrote Sir Francis Towle, one 


E founders of London's Dorches- 
_ ter Hotel when it was built in 1929, 


| Lois that the Dorchester has Seen 


and decorated with 


built, designed 
the intention of it being an hotel that 
- cannot be 


surpassed in service or in 
— construction by any hotel in any part 
of the world.” 

Since then, the Dorchester in Park 
Eae, Misit. Lesen iom Sgen 
. expanse of Hyde Par snotalways 
. matched up to this ambition. There 
has been times when it has looked 

ictly frayed around the edges. 


bá Now its days of glory are doubtless | 
ba oe k. : Bite Si Muda Hassanal Bol- 


f Brunei has bought the hotel 
E osed sum widely be- 


| E dor uin far off £45-50 million 


/S$50-55.5 Frage and, as one of 


ven fow: : Pn nh has already 
been spent on it by the Middle East 


which owned it previ- 


qub. "The Terrace Restaurant has 
been redesigned in a light, east- 


74 


pa: 

And the hotel has the valuable 
asset of one of the leading. chefs in 
Britain — a title no longer to be 
laughed at. Anton Mosimann, a 
Swiss, has taken the Terrace to the 


top rank among restaurants inside or- 


outside Britain. 

The cost of rooms ranges from £100 
to £1,000 a night but, with the ster- 
ling’ s recent weakness, this is a bar- 
gain by international standards and 
the hotel has all the customers it 
needs. But the sultan plans to spend 
another £20 million on . 
refurbishment — which 
it appears may well be 
needed. 1 

For despite the hotel's. 

"luxury" tag, the tiling 

in some of the bath- 

rooms would not be out 

of place in a cost-con- 

scious London subur- 

ban home; the lighting: 

in the corridors is so 

low that one wonders 

if the electric g 
needs feeding a- 
more coins. Jg 

The big problem for 
the sultan's scent 


however, is 
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is a right royal histo 


tury models and modernising them." 
In other words the decor was very old 
fashioned but rather comfortable. 
The public rooms, on the other 
hand, after being remodelled by the 
last owners, are very different. The 
Terrace is stylish and the bar is mod- 
ern. The famous Promenade has been 
embellished in the modern Middle 
Eastern style, that is to say with 


Roman columns and lots of gold leaf. 


One thing that the hotel does have 
: The engage- 
ment of cess Eliza- 
beth, now Queen Eliza- 
eth, was made public 
while she was dining 
there. And the stag 
party of her husband, 
the Duke of Edinburgh, 
was held there. Visiting 
heads of state such as 
King Faisal of Saudi 
Arabia have used the 
Dorchester to return 
hospitality they have 
received from the queen. 
ois n more recently 
himself has 
taken a permanent suite 
there. a idu a 
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.. FOR SALE BY TENDER 


Australia’s 

mee — most exciting 
meer property 

diii. Gold Coast, 

` E Queensl an d. 


The Broadbeach Internationa! 
Hotel, a unique property of 

5 acres, overlooking the beach 
> - S in Australia’s premier 

me i om! convention and resort city. 


MU que ALS As one of the area's original, landmark resort hotels 
MP B it occupies rarely available and irreplaceable rea! 

estate. 
^ Situated opposite the new Conrad International 
i : Hotel and Casino and only minutes from Surfers 
| ; ee Paradise, this highly successful Hotel Complex offers 
oU US Nba "9 unlimited scope for any tourist orientated 

BA dA ETT UN | l s redevelopment project. 

Full information, including brochure is available 
through the sole selling agent — 
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REAL ESTATE 


E LÀ 
Baillie AUSTRALIA 


ACROSS THE NATION — AROUND THE WORLD 


BAILLIEU BEAN O'REILLY PTY. LTD. GOLD COAST. Phone (075) 38 8144 

BAILLIEU SHARP MUSGRAVE PTY. LTD. BRISBANE. Phone (07) 229 1577 

BAILLIEU ALLARD REAL ESTATE LTD. MELBOURNE. Phone (03) 602 5722 

KNIGHT FRANK KAN & BAILLIEU. HONG KONG. Phone 5 216 380. 

KNIGHT FRANK CHEONG HOCK CHYE & BAILLIEU. SINGAPORE. Phone 222 1333 
ALSO SYDNEY; ADELAIDE; HOBART; CANBERRA; PERTH 

ASSOC. OFFICES: THE KNIGHT FRANK & RUTLEY GROUP LONDON. NEW YORK 
BRUSSELS. PARIS, LAGOS, HARARE, GABORONE BSM à 


TENDERS CLOSE 3rd APRIL, 1985. 








CITICORP S INVESTMENT 
WORLD SIRE ICHES 
ASIA FACHC HORIZONS 


Investment horizons in Asia ment bonds, U.S. government divestitures or joint ventures, we 
acific now encompass the world, bonds. can help. 
hanks to the innovative services In a single year, we arranged Citicorp's Capital Markets 
offered by Citicorp's Capital Mar- over US$11.3 billion in securities Group has made Global Investment 
ets Group. Skilled specialists in underwriting and syndicated Banking come of age in Asia 
every major market are there to financings for clients in the Asia Pacific — what you would expect 
elp you meet your particular finan- Pacific region. from one of the world's leading 
ial requirements. No one matches our experi- merchant banks with a long estab- 
During each business day, ence and area knowledge in the lished presence in the region. 
e trade over US$6 billion of sec- complex field of corporate finance This kind of consistent perfor- 
rities. We offer a complete range and advisory services. Whether mance can help expand your finan- 
f Eurosecurities, Samurai and your need is for advice on cross- cial horizons too. See what the 
uroyen bonds, Yen govern- border mergers or acquisitions, world has to offer. 








The church militant takes 


on a new meaning 


By lan Buruma in Manila 

here is something especially roman- 

tic about the image of a guerilla 
priest. Once a man of the cloth — ora 
nun, for that matter — resorts to vio- 
lence, it is as if the wrath of God Him- 
self has been unleashed upon the 
wicked oppressors. 

It helps, of course, if the priest is 
handsome, as is the case with Fr Con- 
rado Balweg, who took to the Northern 
Luzon mountains and joined the New 
People's Army (NPA), the armed wing 
of the Communist Party of the Philip- 
pines (CPP), in 1979. When photo- 
graphs began to appear of him in battle 
fatigues, holding his M16 rifle and 
looking quite ready to use it, he became 
a folk hero of the Philippine opposi- 
tion, a kind of political Robin Hood — 
robbing the rich to help the poor. The 
military has posted a  P200,000 
(US$11,750) reward for Balweg, dead 
or alive. 

Only a very small number of the 
Philippine clergy are like Balweg. At 
the end of 1982, President Ferdinand 
Marcos accused 20 priests and nuns of 
being members of subversive organisa- 
tions such as the National Democratic 
Front (NDF), the CPP's front organisa- 
tion. And he singled out 97 other mem- 
bers of the clergy said to be helping the 
CPP and NPA. Even if the president's 
calculations are accurate — which is 


impossible to tell — these “rev- 
olutionaries" would represent less 
than 1% of the more than 13,000 


priests and nuns in the country. 

But most people, of all political per- 
suasions, agree that the church 
especially the Roman Catholic Church 
— is rapidly becoming more radical. 
And this, in a country where more than 
80% of the population is Catholic, is 
significant. Sympathy for the leftist 
opposition, particularly among the 
younger clergy, is widespread. 

Many are influenced by the Marxist- 
inspired Liberation Theology, devised 
by such proponents of revolution in 
Latin America as Gustavo Guttierez of 
Peru. He interprets liberation to mean 
"the political liberation of oppressed 
people and social classes . . ." Sin, in 
this view, is “social sin" and Jesus 
Christ is a "proletarian revolution- 
ary." Pope John Paul II has just spent 
much of his visit to Latin America de- 
nouncing this political interpretation 
of the Gospel. 

At first sight, the comparison of the 
Philippines and parts of Latin America 
is irresistible — if only because so 
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many leftists (hard and soft) insist on 
citing Nicaragua as a -model; 
“Nicaragua Today, RP Tomorrow?” 
read the headline over a picture of Bal- 
weg in a recent issue Of Veritas, a 


church-related newspaper. 
AE an NPA-infested squatter 
area of Davao City has been 
nicknamed Nicaragdao. There is the 
same mixture of Spanish Catholic and 
native cultures; the same history of 
landowners lording it over impover- 
ished peasants; the same military 


| abuses and the same excuses made for 
them; there is the same bogyman in the | 


shape of Uncle Sam, both passionately 
loved and hated; finally, there is the 


same kind of rebellion brewing in the | 


mountains. 


Despite these similarities, the future | 


course of events in the Philippines 
could be quite different from that in 
Nicaragua. Both conservatives and 


- 


—9À 







Balweg: Nicaragua today, the Philippines tomorrow 








progressives in the Philippine church 
are said to be less dogmatic than their 
counterparts in Nicaragua. "Ideology 
is nof nurtured in our soil," is the Way 
Melinda Quintos de Jesus, associate 
editor of Veritas, put it. 

Vague visions of justice — particus 
larly in areas where there is precious 
little of it — and national 
liberation are stronger 
spurs to the activists than 
the teachings of Karl Marx. 
The Philippines, moré 
over, has a tradition of 
religious dissidence if 
which the country is 
likened to.a crucified 
Christ to beresurrected by 
armed rebellion. And the 
Philippine bishops are, on 
the whole, remarkably to- 
lerant, if not always supe 
E portive. So, though the 

A" | 

church is drifting more to 
Ia the Left, it“ is Tess 
| * polarised than was the 
case in Nicaragua, and 

4 it can still bean impor= 
y tant moderating force. 
2. What makes the Phi- 
lippines difficult to come 
pare to almost anywhere 
else are the vast regional 
differences within the 
country. What is true in 
Davao is not necessarily 
the case in Tarlac. One 
certainly cannot generalise 
about the Catholic church 
because it is as varied as 
the Philippines itself. The 
traditional church hierar- 
chy with its 110 bishops 
can be roughly classified 
into three categories: 
» The conservatives, who 
tend tosupport the govern- 
ment and wish to keep the 
church out of temporal affairs. Theseare 
mostly older bishops in the larger dio- 
ceses, such as Bishop of Bulacan Cirilo 
Almario. 
» The moderates, who speak out 
against the government on moral is- 
sues, such as human rights. This group, 
said to be the majority now, i$ 
exemplified by Archbishop of Manila 
Cardinal Jaime Sin, who stands for à 
“critical collaboration" with the gov- 
ernment: critical of abuses and excess- 
collaborative on beneficial pro- 
jects 
» The progressives, who are tolerant 
of Liberation Theology and highly 
critical of the government. This group 
would number about 20 bishops, the 
most prominent of whom is perhaps 
Bishop Francisco Claver of Malay- 
balay. 

These categories, always fluid, are 
changing faster than ever. Only five or 
six bishops can be said to be wholly in 
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favour of the present government and 
more conservatives are becoming mod- 
erate or even progressive, especially in 
areas where poverty is compounded by 
military violence and pressure from 
the activists is strong. 

According to a longtime observer in 
Manila, most bishops want a change, 
but do not know how to go about it. 
. They, like Sin, want to find an alterna- 
tive to the status quo or a communist 
revolution, but are not clear about 
what that alternative should be, and 
are thus unable to offer strong leader- 
ship. 

Sin's handling of the aftermath of 
the assassination of former senator Be- 
nigno Aquino in 1983 was typical of 
the vacillating course of the moder- 
ates. Almost exactly a year before the 
assassination he had said that since 
Marcos had "lost the respect of the 
people" after 16 years in power, "he 
should make way for new leadership." 
His homily at Aquino's funeral was 
equally forceful and set the stage for 
the massive but disciplined outpouring 
of moral outrage 
during the funeral 
procession. 

But almost imme- 
diately afterward 
he backed off from 
a confrontation. In 
the words of a 
church activist in 
Manila: “People 
looked to the 
church for leader- 
ship, but were per- 
haps looking the 
wrong way. When 
Marcos was on the 
ropes, the cardinal 
let him go.” 

There are various 
explanations for 
Sin's actions. Some 
maintain that he is 
a clever politician, 
protecting the hier- 
archy of the tradi- 
tional church 
against radicals 
within its own ranks, while also put- 
ting pressure on the government. 
‘Others ascribe the cardinal's hesitancy 
to fear of violence. According to Felix 
Bautista, editor of Veritas who is 
close to the cardinal: “He was afraid 
that if he sounded too confrontational, 
people would take his word and start 
fighting.” 

The cardinal himself has always 
maintained that the church ought to 
remain above all political organisa- 
tions to preserve its moral authority. 
This is fine in theory, but poses a di- 
lemma in practice; a dilemma spring- 
ing from the message of the Second 
Vatican Council, which approved a 
new constitution for the church in 
1965. The new orthodoxy stressed 
commitment to social justice and 
human rights. The church was no 
longer to confine itself to spiritual af- 
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fairs, but get involved in social trans- 
formation on behalf of the poor and 
oppressed, 

Although many liberation theolo- 
gians interpreted this in a political 
sense, merging Christianity and Marx- 
ism, the church's intention, articu- 
lated often by the present pope, was 
quite the opposite. Social activism was 
deemed necessary precisely to take the 
initiative away from the communist 
movement. 


he problem is that one cannot 

transform or even alleviate social 
problems without challenging the 
powers that be. And despite the pope's 
admonishment that priests “are not so- 
cial or political leaders or officials of a 
temporal power,” the church is ac- 
tively organising labour unions, so- 
cial-action centres and so forth. This 
can hardly be done without, as the 
pope puts it, “diluting our charisma 
through an exaggerated interest in 
temporal problems.” Moreover, what 
seems exaggerated to the pope might 


be deemed essential by a priest in a 
poverty-sticken region of the Philip- 
pines. 

The moderate and progressive 
bishops in the Philippines cope with 
this by letting the activist priests de- 
cide for themselves. In areas where co- 
operation with Marxist activists is an 
inevitable consequence of working 
with the poor the priests are allowed to 
do so. But this just sharpens the di- 
lemma, for cooperation leaves church 
organisations vulnerable to Marxist 
infiltration. 

This happened to the Mindanao- 
Sulu Pastoral Conference (MSPC). It 
was originally set up by liberal- 
minded Mindanao bishops in the 
1970s. But the gulf between activists 
suspected of Marxist political ac- 
tivities and the bishops grew so wide 
that the bishops refused to attend any 


more. The conference then split into 
the “mass-based” Mindanao Interfaith 
Pastoral Conference and the original 
MSPC. 

Also, priests and nuns can become so 
radicalised — often after severe 
harassment by the military — that they 
pose a threat to the traditional church 
hierarchy. The story of Fr Zacarias G. 
Agatep is typical. He was a moderate, 
who tried to organise poor tobacco 
farmers in Ilocos Sur in the Federation 
of Free Farmers, a church-sponsored 
union. This brought him into conflict 
with a provincial kingpin and then 
Marcos “crony,” Floro Crisologo. 

He was thrown into jail in 1980 on 
unsubstantiated subversion charges. 
When released in honour of the pope's 
visit to Manila, he joined the NPA, but 
was gunned down by the military soon 
after. Thus, social activism, initially 
encouraged by the church to prevent 
the spread of communism, sometimes 
ends up being tied to the communist 
cause. 

As an example of how this can hap- 





pen on an institutional level, the story 
of the so-called Basic Christian Com- 
munities (BCCs) is instructive. The 
BCCs, modelled after Christian com- 
munities in Latin America, began in 
the mid-1970s. They were the outflow 
of earlier social-action programmes 
emphasising self-help in agriculture, 
health and education. 

There are now several thousand 
nationwide, but only a few hundred 
are fully organised. Although some 
conservatives use the BCCs as prayer 
meetings under a new name, many are 
more radical — in the Philippine con- 
text, very radical. For they encourage 
people to analyse their problems and 
organise themselves to solve them. 

Progressives such as Claver describe 
this process as "discernment, involve- 
ment, and shared responsibility." He 
advocates a Gandhian type of non-vio- 
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cind?” H 
“Perhaps it Dg But our interest as 
church is not in countering political 
astuteness with political astuteness. It 
is rather in how man can become more 
man in and with the light of the Gos- 
pel." 

Those morë influenced by the Left 
call Clàver's^ solutions “Christian 
Utopianism." They prefer to use the 
BCCs as vehicles of class struggle, 
more in tune with the Marxist in- 
terpretation 6f Liberation Theology. 
Most would tiót'€all themselves com- 
munists, or even Marxists. They claim 
to be Marxians — using Marxist 
analysis, without necessary believing 
all Marxist theory. They call the pro- 
cess of teaching ‘people this analysis 

“conscientisation.” 

Conscientisation is designed to 
break the servilé acceptance of feudal 
practices. Farmers are encouraged to 
make their own decisions and stand up 
to their “oppressors.” This is a direct 
challenge to the power structure from 











the landowners down. Predictably, 
BCCs and the priests running them 
have been branded as subversive — 
which, from the point of view of the 
power elite;'they are — or even com- 
munist. Sometimes BCC members are 
murdered or “salvaged,” as the term 
goes; sometimes priests are arrested on 
trumped-up charges, as in the cele- 
brated case of Fr Brian Gore and Fr 
Niall O'Brien, two foreign mis- 
sionaries in Negros. 


he only protection against violent 

attacks by the military, paramilit- 
ary Philippine Constabulary or other 
hired hands!is'often the NPA, whose 
reputation '?fór “instant justice” 
(mostly emanating from the barrel of a 
gun) is widély Known. 

This is espeéidlly true in such areas 
as Mindanag As Alfred A. McCoy put 


qit, 


there has been enormous pressure on 
all BCCs in the war zones, regardless of 
diocesan leadership, to either crumble 
or séek refuge with the NPA." 

It is then that the dilemma becomes 
acute.-for what can a churchman do? 
Either'tHe church, as an agent of 
change; loses credibility with desper- 
ate people demanding radical solu- 
tions or simply protection, or a priest is 
forced to do something radically op- 
posed tó the tenets of his faith. 

Theré- áre various ways of justifying 
armed struggle. In the first place, the 
church has a tradition of condoning so- 
called just wars, the crusades against 
the Muslims being one obvious exam- 
ple. A priest in Manila, who helps or- 
ganise the National Secretariat for So- 
cial Action; argues that the NPA is 
necessáry as an army to hold the new 
society — after the revolution — to- 
gether. 

More typical is the attitude of Gore, 


incitement to murder a mayor in 
Bacolod. He set his BCC up as an alter- 
native to violent revolution. But when 
asked in jail by McCoy how he rated his 
parishioners’ chances, he replied: “If 
our Christian Communities do decide 
to join the NPA, then the revolution 
will be better for it.” 

This is a common sentiment among 
non-communist activists; the idea that 
Christian participation will somehow 
soften the harsher aspects of com- 


munism. It is. of course, a view whichis | 


encouraged by communists as part of 
their classic united-front strategy: 
mobilise all classes and creeds to stage 
a revolution after which the party 
takes over. There is a risk involved 
here, which many priests do not appear 
to see, or, more likely, wish to see. 
Some, especially Jesuits such as 


b. NS itn ry intensified its | Ather 
pacification operation in Mindanao, 
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Priest and nuns protest in Manila; Sin: direct challenges to the power structure. 


the Australian priest put on trial for 























ing that a dialogue with Marxists is 
inevitable and indeed necessary to ste "f 
in the picture, Lambino points out nat t 
the NPA and NDF show plenty of f 
ibility now, but that the hard eo 6 f 
the CPP is pretty closed. As he putes pi 
"It's like a five-act play — up to Age 
Three everything is fine, but they domt 
tell you about acts four and five” 


e also points out a more basic cone 
tradiction in merging Marxi 
with Christianity. Both are all-eneoi 
passing, prophetic world views fun da 
mentally opposed to each other. Be 
explained: “In Marxian anthropology 
God diminishes man, while the Chri d 
ian view is that God transcends maii A 
In other words, in the Marxian view) 
man, for his own liberation, must get 
rid of God.” E. 
The majority of priests and nuns. 
| however actively involved with 
| issues and however much sympatm 
they may feel for tim 
NPA, have not got 
rid of God. They a 
still very much pee 
ple of the chui 
They Pad ac 
church drifting ir 
literally, dangerol as 
areas, making com 
promises with vrees ; 
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they may not ult i- 
mately be able to 
control. But the ey i 


are not ideologue 
leading the ch cl : 
into violent revoli= 
tion 

They are cer 
tainly not like Bals 
weg, or his ideologi- 
cal mentors such as 
Fr Ed de la Torre m 


l2 m A Ec aE 


, graduate of thes 
x ; University of the 
2 5 Philippines amdi 


much influenced By 
Maoist ideas. Ba 
saying, “This gun is an instrument for) 
higher value. The value of Justice, The 
value of the dignity of man," Balweg? 
glorifies a violent revolution and bl ise 
es the communist struggle. His intel 
pretation of' Liberation Theology has 
taken him into areas where the church, 
if it wishes to remain a church, cam 
never follow. 
But the fact that he is still considered? 
to be a priest and that Sin himself has 













expressed understanding thous’ 
not agreement — for his motives, show | 
how far the tolerance of the Philippine 


church will stretch. This might seem | 
unprincipled, a typical example of the 
Filipino penchant for compromise, Bul) 
it may also be just the thing to prevent 
the church, and by extension the coun- 
| try, from being torn apart by forces 
which have destroyed more dogmatie™ 
societies oO 4 
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gineering Change: India's Iron and 
| el by K. Krishna Moorthy. Tech- 
ns Tm E Madras. Rs 250 
| mt, 


this is probably the most compre- 
| hensive study of India's early ef- 
orts to build the key pillar of a 
'avy-industrial base. And as heavy 
s nits 400-odd pages are with history 
f E technical details, Engineeri 


Sd 


ng 
Change is a remarkably readable 


| piece of industrial analysis. 
dl - Krishna qtto. a veteran jour- 
 nalist who was a longtime REVIEW 
| correspondent in the 1960s, has much 
to say — for example about the 
ea ationale for and history of India’s 
i R large public sector — that will 
| interest the general reader. (In theory 
Beast, the author notes, the Indian 
radition of public-sector ownership 
K f key industrial undertakings such 
4 S mining goes back as far as 
 Kautilya, the 3rd century BC states- 
1 1an and philosopher.) 
. The book opens with a brief de- 
ption of ancient India's mastery 
A of early steelmaking techniques and 
| moves swiftly to the early years of the 
[pn sent century, when India's first 
ajor steel group, Tata Iron and 
j Ste , or Tisco, was formed. (Today, 
‘isco is the only private-sector inte- 
ated steelmaker and is regarded as 
if ndia’s most efficient producer.) 
.. Krishna Moorthy places great em- 
hasis on the grand pre-indepen- 
industrial plans of India’s first 
a ge ster, Jawaharlal Nehru, 
eir partial post-independence 
Ecos : 
__ The stóry behind the present less- 
-adequate state of India's steel 
rin really begins with the gov- 
ernment's decision in the early 1950s 
to enter the industry. The turning 
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-Bhilai steel plant: ancient mastery. 
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Hoots of the pillar 


point was etched in stone with the In- 
dustrial Policy Resolution of 1956, 
which brought iron and steel into the 
category of industries which would 
be developed solely by the govern- 
ment. 

Three public-sector plants were 
brought into production in the late 
1950s and early 1960s, marking the 
country's biggest thrust into modern 
capacity. As Krishna Moorthy points 
out, while the technology adopted for 
the establishment of the three 1 mil- 
lion-tonne plants was  contem- 
poraneous with that of advanced 
countries, subsequent expansion did 
not take advantage of developments 
elsewhere. 

The result, briefly, is a very high 
level of costs (particularly in energy). 
an inability to meet specialised needs 
and, at some plants, substantial fi- 
nancial losses which limit the scope 
for physical improvement. | 

Engineering Change devotes al- 
most 150 pages to the crucial issue for 
the steel industry of management — 
or, at times, the lack of it. As Krishna 
Moorthy puts it: "Reorganisation of 
an enterprise often generates the im- 
pression that the exercise is to suit 
the whims and fancies of a minister 
and his favourite advisers of the mo- 
ment." He concludes: "The con- 
tradictions of a mixed economy can- 
not be wished away." 

This well-organised book is amply 
backed up with tables and diagrams 
and includes a brief chapter on how 
steel is made — which might have 
been better placed as an appendix for 
the uninitiated. At a time when a new 
leadership is questioning the indus- 
trial priorities and practices of the 
past and seeking new directions, En- 
gineering Change makes an interest- 
ing case study. — PAUL SILLITOE 
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JAPAN 


Old caricature 
of a false icon 


The False Promise of the Japanese 
Miracle by S. Prakash Sethi, Nobuaki 
Namiki and Carl L. Swanson. Pitman. 
Price not given. 


Why Has Japan ‘Succeeded?’ by 
Michio Morishima. Cambridge Univer- 
sity Press. £6.95 (US$7.75). 


oO. the past five or six years an 
increasing number of experts and 
instant pundits have managed to con- 
vince many people in the West and in 
Asia that the modern Japanese econ- 
omy and society form an icon of suc- 
cess we should all worship and from 
which we should all learn. But as with 
previous vogues there usually comes a 
reaction, and of course a market for 
books, as a new group of pundits 
smashes down the sacred icon. 

However, the image of Japan which 
the iconolators and iconoclasts serve 
up, usually bears precious little corres- 
pondence to the modern Japanese real- 
ity. False Promise, with its provocative 
title and cover illustration of samurai 
armour grabbing the world, is no ex- 
ception. 

The usual sources — Ruth Benedict, 
Chie Nakane and Takeo Doi — are 
wheeled out to service the argument 
that the Japanese live in a rigidly 
hierarchical group society which spins 
intricate webs of obligation among its 
members, who have a_ profound 
psychological need to depend on each 
other. Thus Japan becomes a system 
rather than a society, governed by a 
“cabal” that is recruited “via passage 
through a narrow and predefined route 
of social institutions.” 

In effect, it is the old caricature of 
Japan as “Japan Inc.,” only this time 
the authors go one better and call it 
Jabmas (the Japanese business and 
system). They would 
have us believe that the economy is a 
“command” one, but they do not ex- 
plain why, if this is so, corporation tax 
is so high, or why, if there is so much 
suppression and subservience in Ja- 
panese society, corporate attempts to 
pressurise workers to vote for the rul- 
ing Liberal Democratic Party fail. 

But then Jabmas is set up as a conve- 
nient foil to highlight Abmas, the Ame- 
rican version, which, as one might ex- 
pect, is based on free enterprise, per- 


sonal fulfilment and. respect for indi- 


vidual rights. Because,Jabmas is so 
alien to Abmas, the authors argue, 
Japanese management practices can- 
not be exported —, certainly not 
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within the American business context. 

Instead, the United States should 
rely on management methods growing 
naturally from its own culture, and re- 
discover the entrepreneurial spirit so 
long smothered by too much govern- 
ment regulation, and distorted by cor- 
porate managements glutted with 
MBA-degree holders more familiar 
with accounting techniques than the 
nuts and bolts of real production. 

The authors certainly have some in- 
teresting things to say about these 
matters, and also about the employ- 
ment practices and career prospects 
for local staff in Japanese-owned com- 
panies in the US. For example, their 
discussion of the case still being fought 
by some former employees of the trad- 
ing company C. Itoh & Co., alleging 
discrimination against local staff 
(senior management positions re- 
served for Japanese only), provides a 
sobering reminder that merely en- 
couraging Japanese direct investment 
might replace trade friction with po- 
tentially more dangerous cultural fric- 
tion. 





` 3117 





owever, the fact that the authors 

base much of their discussion — 
with the exception of the C. Itoh affair 
— on secondary materials rather than 
on their own empirical research, shows 
there is a pressing need for more work 
on the impact of direct investment — 
most of which is recent and small scale 
anyway — before any confident and 
convincing picture emerges. 

At least the authors acknowledge the 
Japanese economic challenge and as- 
sert the need for bold methods to deal 
with it, but the travesty of modern 
Japan they create is no less ridiculous 
than that of the lessons-from-Japan 
devotees. Indeed the authors’ fervour 
to show up Japan as the economic “evil 
empire” threatening the US leads one 
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to suspect that regardless of some re- 
cent impressive economic figures and 
all the flag-waving of past months, the 
Americans’ new-found  self-confi- 
dence may really reflect a more deep- 
rooted angst about a world order 
which is changing despite the US 
rather than because of it. But at least 
False Promise is not as pernicious and 
paranoid as some other books rolling 
off American presses about the Japan- 
ese “threat.” 

The Morishima book seeks to attri- 
bute everything you have ever wanted 
to know about Japan's success to a 
single cause: religion. It starts out from 
the now largely discredited hypothesis 
of Max Weber, that European 
capitalism owed its rise to the Protes- 
tant ethic. Morishima argues that there 
is a Japanese ethos corresponding to 
the Protestant óne: Confucianism. In 
200 pages he gallops through the 
course of Japanese history to tell us 
that the outcome, the world's second 
largest economy, is the consequence of 
Japan's unique tailoring of Chinese 
Confucianism and Taoism. He also 
suggests that this phenomenon, in 
turn, has contributed to the unique 
strain. of capitalism flourishing in 


| Japan today. 


OO ERES 


Japanese Confucianism is said to be 
“loyalty centred” and serves “to justify 
the ruling forces,” so that regardless of 
the nature of these forces, whether be- 
nevolent or oppressive, and whatever 
their aspirations, the Japanese people 
have accepted and followed their lead- 
ers through thick and thin; in much the 
same way, one is expected to believe, as 
they accept that only Japan has four 
seasons. 

It is a dubious premise buttressed by 
a highly selective, misleading and, at 
times, erroneous historical analysis, 
and raises more questions. than it 
answers. — DEREK MASSARELLA 





















POLITICS 


Anderson vs 


the ad agencies — 


Madison Avenue in Asia: Politics and 
Transnational / 
Michael H. Anderson. Associated Uni- 
versity Presses, Cranbury, London, 
Mississagua. US$39.50. 


he ideas expressed in this timely, 

well-researched book wil be 
anathema to transnational advertising 
agencies and other believers in con- 
ventional development theory; all the 
more reason they should read it. Fans 
of the New World Information Order 
can rejoice, however, for in Anderson 
they have a champion 

Anderson is not an ad man, of course 
He is an academician. Anderson dis- 
cusses transnational advertising as 
part of the high-consumption, high- 
growth, free-market, Western deve- 
lopment package currently favoured in 
much of Southeast Asia. This package 
is well-intentioned, he contends, but 
also elite-oriented, culture-specifie 
and ethnocentric 

Worst of all, it is unsuccessful, pro- 
ducing not "true" development — by 
which he means better lives for the 
majority, not just the ruling classes — 
but instead dependence on Western 
goals, personnel, funds and culture. 
Transnational corporations (TNCs) 
and their subset, transnational adver- 
tising agencies (TNAAs), are the linch- 
pin of this arrangement, reinforcing 
colonial relationships by the inculca- 
tion of Western consumer attitudes 
and other cultural ideas necessary to 
keep the high-consumption, high- 
growth ball rolling 

Anderson is not anti-advertising, 
but he is against the current interna- 
tional advertising system. TNAAs are 
not inherently evil or immoral, he con- 
tends; they are merely businesses mak- 
ing more money in a more efficient 
manner than their local competition. 

Anderson bases his argument on two 
vears of field research in Malavsia, In- 
donesia and Singapore during 1977- 
18, plus written documentation from 
China: each nation is treated as a case 
study. 

Japan's massive domestic advertis- 
ing power, but relatively shallow 
(though growing) transnational pene- 
tration, is also discussed. Advertising 
in the socialist world is considered, al- 
beit briefly 

This voluminous pot-pourri of 
statistics, quotations, anecdotes and 
visual examples is viewed through the 
lens of “dependency theory,” specifi- 
cally, Johan Galtung's Structural 
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Theory of Imperialism. The Norwegian 
I theorist has postulated an asymmetri- 
eal, transnational industrial system of 
' centre nations and periphery nations. 
The former dominate the latter 
— through a mutually reinforcing system 
of policies and pressures. 
n TNCS are the organisations through 
—which dominance is maintained. They 
a are able to penetrate free-market Third 
"World economies through “bridge- 
1 heads" — local elite, Western-oriented 
contacts and employees, whose influ- 
ence and income are dependent on po- 
litica stability, the maintenance of the 
lo-economic order and the expan- 
‘sion of the TNAA presence. 
— -Anderson's advertising adaptation 
of Galtung's theory places the US in 
"the role of the ultra-dominant super- 
—-eentre. Britain and Japan are allied, 
j but lesser centres. Indonesia, Malay- 
sia, Singapore and Hongkong are 
i satellite peripheries with branches of 
" - American — and to a lesser extent Ja- 
l T panese — TNAAs. The latter two 
_ periphery nations also serve as “go-be- 
~ tweens”: easily penetrated, free-mar- 
— ket societies that function as regional 
1 headquarters for the TNAAs. 









hina is also an advertising peri- 
phery, but an imperfect one, since 
a TNAAs have only recently been al- 
lowed to operate and are still closely 
— controlled by the government. The 
4 _ TNAAs are stepping carefully there, 
‘since insensitive or too aggressive ad- 
- vertising at this early stage could ruin 
—ehances for ever of penetrating the 
"Chinese market. 
— In Southeast Asia, Anderson's 
i analysis is enlightening but harsh. Al- 
‘though he admits that the TNAAs are 
— becoming increasingly socially con- 
scious and sensitive to nationalism in 
Malaysia, Indonesia and Singapore, he 
^ insists that their presence in these 
plural societies cannot but help rein- 
force existing economic inequities and 
exacerbate existing racial tensions. 


i. 
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pee s distributed: among thet aces. 

Several factors strengthen TNAA 
ties with the centre and enhance their 
exploitative image: 

» Foreign majority TNAA ownership 
— prevalent in Singapore, dwindling 
in Malaysia, forbidden in Indonesia. 

> Expatriate domination of creative 
and management decisions. 

» Reliance on ad campaigns generated 
outside the region (particularly in the 
US and Europe) for TNC clients. 

» A dependence on English rather 
than the national languages for com- 
munication between the agencies. 

On the other hand, compliance with 
government localisation _ policies, 
which force agencies to use local per- 
sonnel, models, themes and the na- 
tional language in all ads enhances 
TNAA communication with the local 
market and strengthens its dominance. 

Anderson's solution to this problem 
is draconian. He wants advertising au- 
tonomy: a locally owned and locally 
operated, government-regulated, so- 
cially conscious Third World advertis- 
ing industry operating without exces- 
sive foreign participation or competi- 
tion. To create it he advocates a possi- 
ble phase of "disassociation" — a de- 
ceptively mild code word for expelling 
the TNAAs and the expatriates. This is 
not an end to itself but a transition 


phase, allowing the particular nation 


to "get its own house in order." 

Next, Anderson suggests an “as- 
sociative" strategy based on non- 
exploitation and nationalism. In this 
ideal world, all agencies would be loc- 
ally owned (those TNAAs allowed to 
operate would have to accept minority 
ownership), operated and managed. 

Foreigners could work only short 
term, only astrainers and only with the 
express permission of the government 
and the local advertising association. 
Employment training schemes would 
be designed to remove social imbal- 
ances, as would the advertising itself. 
Non-elites would be able to participate 
in this new order. Uncorrupted gov- 
ernments would be necessary for its 
implementation. 

Fine ideas, but would everyone real- 
ly live happily ever after? Given that 
these are principles, not a working 
blueprint, a little idealism is under- 
standable. But this vision of the future 
seems somewhat naive. Forced reduc- 
tion in TNAA domination would be 
difficult to implement given that pre- 
sent power holders are benefiting so 
richly from the current system 

Without widespread social change it 
seems unlikely that the TNAAs would 
be replaced by selfless saints bent on 
beneficial, socially conscious advertis- 
ing. As Anderson himself recognises, 
advertising is only one facet of the sys- 
tem. More thoughtful change will be 
necessary for a comprehensive solution. 

— BRYN BARNARD 
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Ar Zhungnanhai: endless debates. 
REFERENCE 


CHINA WATCH 
COMPANION 


China Directory. Radiopress, Tokyo. 
US$55. 


he China Directory — the 

China watcher's best friend — 
is now in its sixth year, though like 
everything else, it is getting. more 
expensive. 

What endless debates. about 
events in Zh — the 
abode of China's top leaders — it 
has settled; what embarrassments 
it has averted for those who cannot 
remember who the editor-in-chief 
of Xinhua newsagency is, or who 
cannot identify the political com- 
missar of the People’s Liberation 
Army’s 2nd Artillery. 

The current issue of this indis- 
pensable work includes a most 
useful new feature — a chronolog- 
ical list of various congresses and 
plenums, such as the Third of the 
Seventh, the Eighth Extraordin- 
ary and the estimable Third of the 
Eleventh, at which the remnant 
leftists got what was coming to 
them at the hands of the diminu- 
tive, peppery elder statesman from 
Sichuan. 

Now, thanks to the China Direc- 
tory, we know all about the Lead- 
ing Group for Nationwide “Safety 
Month” Activities, or the Group to. 
Plan Compilation and Publication . 
of Ancient Books, or indeed the 
Taiwan Democratic Self-Govern- 
ment League (sic), or for that mat- 
ter the China Association of Bal- 
lad Singers — except their tele- 
phone numbers. One day, one 
be sure, the = "ctory. 
oblige. 
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The People’s 

Republic of China 

Year-Book 1984 

112 colour illustrations, 

400 b/w illustrations and 
all the information on 

China you'll ever need! 

Now only US$75 

(hard cover) 





The 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 
What is it? 

The result of thousands of man-hours, the People's Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 

Who needs it? 

Completely indexed, the People's Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 

photos makes the book enjoyable as well as informative 
reading. 


How to get it 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
address. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


here's a  doubie-barrclied offer 
you cannot afford to pass . . . 


ey 


The Annals of 
China’s Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 


This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
Offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. E 
What is it? 

This Register draws its information from the data file provided - 

by the State Administration of Industry and Commerce. 

on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and hy 
comprehensive work of reference designed to disseminate ; 
information for all licit corporations. E 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China's sociai 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as 4 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent im 
your local currency) per copy. 
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Ve construction project in Saudi Arabia; Yang; footwear prothiction: aggravated weaknesses. 


PScout's harsh treatment of the Kukje Group signals a get-tough policy 


_ By Paul Ensor in Seoul 
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he Kukje Group, South Korea's 


n 1 sixth-largest conglomerate, has 
) been forced to hand over man- 


—agement of its financial affairs to four 


j 
i 


jt 


j 


commercial banks, effectively placing 


fee in receivership. Kukje has suffered 


from a number of problems common to 
_ the large South Korean business 
- groups: a drop in overseas-construc- 
tion revenues, poor performance in 
labour-intensive manufacturing and a 
"drive for exports by the group's trad- 
ing arm, at the expense of profits. 
These weaknesses have been aggra- 
vated by the government's freeze on 


—new loans to the country's 30 largest 


t / 


companies, implemented since early 
—1984. Because of this, Kukje was un- 
able to repay US$460 million of short- 
term debt at the end of last year and 


had to turn to its bankers for 
emergency funding. 
Coming only days after national 


"elections, the intent of the govern- 
—ment's decision to place Kukje in re- 
— eeivership seems clear — it is a signal 


I. 


hi 
_ Strapped conglomerates. What is not 


—0f the tough policy the government 
‘plans to maintain towards financially 


_ Clear is why Kukje has been chosen as 
_ the sobering example for all others. 


Kukje is one of the second tier of 


. South Korea's chaebol or zaibatsu, 
bie centred around Kukje-ICC, the trad- 
5i ing arm of the group. The trading com- 


—pany, which handles around 3.6% 


of 
the country's exports, was merged 
with ICC General Construction to be- 
come Kukje-ICC Corp. last year. The 
Kukje Group is involved in a broad 
range of fields, including footwear (it 
is the country's largest footwear pro- 
ducer), textiles and steel products. 

As is the case with many of the 


ke 








chaebol, Kukje's problems began with 
the slump in theoverseas-construction 
business which started in 1983. Ac- 
cording to Yoon Sung Wan, of the con- 
struction arm of the group, since mid- 
1983 when the Saudi Arabian Govern- 
ment froze payments on work in pro- 
gress by foreign groups (REVIEW, 7 Feb.), 
Kukje's unpaid receivables from work 
there have grown to US$120 million. 

Because of the slump, Kukje has re- 
ceived no new overseas orders in the 
past two years. The company's man- 
agement had decided to get out of the 
Middle East, and go into fresh markets, 
as well as upgrading the technological 
base of the work they undertake. 

The decision to diversify and up- 


grade construction work abroad has | 


been marked by a number of imagina- 
tive moves, including the plan to build 
and operate an aluminium smelter and 
two power plants in Western Austra- 
lia, and even a scheme to sell a foot- 
wear factory to China. While the 
Chinese plan never got beyond a series 
of quiet visits to China by top Kukje 
executives, the Australian project, 
worth an estimated US$1.4 billion, is 
still a strong possibility. 

But much will depend on the govern- 
ment's attitude. During a visit to Seoul 
to discuss the project last December, 
just as Kukje's financial problems 
began to surface, the West Australian 
energy minister was received by Presi- 
dent Chun Doo Hwan. This was taken 
by many as a sign that the project will 
go ahead. 

According to Yoon, the cash-flow 
problems in construction were aggra- 
vated by demands of three large, con- 
tinuing projects within South Korea — 
the group's headquarters (an imagina- 


| 


No aid for lame ducks 


tively designed tower in Seoul) and 
new hotels in Pusan and Cheju. 

The new headquarters, Kukje 
Centre, is still receiving its finishing 
touches, though the company moved in 
late last year. Not surprisingly, this 
building — swathed in aluminium to 
symbolise the group's hopes for a fu- 
ture in this area — has become a focus 
of the group's critics, who think it 


| should be sold to reduce Kukje's debts. 


Other trouble spots within the group 
have been footwear and textiles, 
labour-intensive industries in which 
companies throughout South Korea 
are fighting to maintain their interna- 
tional competitiveness. Exports in 
these areas have been hit by consider- 
able protectionism abroad. With 1984 
figures still to come in, sources within 
the company say that sales were 
roughly the same as the year before — 
implying a reduction in volume terms 
— while costs continued to rise. 

N fall in the second half of 1984, 

and Nike, the American foot- 
wear giant which is a major purchaser 
of shoes from a number of South Ko- 
rean companies, reportedly told its 
suppliers here that they would have to 
cut their prices, or it woüld switch or- 
ders to China. 

With shoes and textiles accounting 
for more than 40% of the trading com- 
pany's exports, margins have been cut 
in the quest to maintain volume. As one 
executive reflected, “We have suffered 
from a common [South] Korean prob- 
lem — the export-drive mentality, 
where profit ceases to be a concern and 
volume is the main goal.* 

Rumours MN , Kukje' s pob: 


ew orders for shoes started to 








as és deat Tics "TERT 
R5 5 i0 Se —Á > 


lems began to surface in Seoul after 
September when the government 
tightened its already firm hold on bor- 
rowing by large Companies. Like many 
other chaebol, Kukje was driven to the 
short-term money market to secure the 
working capital, borrowing from fi- 
nance companies rather than banks. 
In addition it borrowed around Won 


200 million (US$239,500) in “wan- 
mae" — a financial instrument 


through which securities companies 
lend money deposited by the public to 
companies at short-term rates. The 
Ministry of Finance (MoF) banned 
wanmae in November 1984 because it 
was felt the high vield on the instru- 
ment was diverting money from sav- 
ings accounts. Kukje was one of the 
major victims of the uncertainty in 
capital markets which followed. 

The financial crunch came in De- 
cember, when Kukje found itself fac- 
ing repayment of Won 385 billion in 
short-term debts (out of a total out- 
standing debt of Won 1.1 trillion) 
which it could not meet. The MoF re- 
sponded to the crisis, ordering the 
group's four major creditors — Korea 
First Bank, Commercial Bank of 
Korea, Choheung Bank and the Bank 
of Seoul and Trust Co. — to lend Won 
138 billion. 

Attached to the loan were some dif- 
ficult conditions — a 30% cut in the 
group's labour force and a major man- 


agement reshuffle. According to 
Kukje, its short-term debts are now 
around Won 200 billion. 


The news that the four major lenders 
would take over financial management 
of Kukje has elicited a new burst of 
rumours regarding possible measures 
the company may be forced to take to 
put its house in order. 

Kukje's chairman, Yang Chung Mo, 


shoe factory. started in 1947, has an- 
nounced that he will sell all his per- 
sonal assets, including his house in 
Seoul, to help raise capital. There re- 
portedly is pressure on the group now 
to sell off its two most profitable sub- 
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PERFORMANCE OF 
KUKJE-ICC CORP. 
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Assets 
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sidiaries, Dongsuh Securities Co. and 
Union Steel Manufacturing Co., as 
well as the new company headquar- 
ters. 

Equally intriguing to many obser- 
vers here are the reasons for the deci- 


| sion by the government to clamp down 











on Kukje, rather than almost any of the 
other highly leveraged, loosely man- 
aged chaebol. Both the Hyundai and 
Daewoo groups are widely known to 
have serious financial problems with 
the same roots as those bedevilling 
Kukje. 

One point is very clear: as a relative- 
ly new group with roots in provincial 
Pusan rather than the capital, Kukje is 
a political outsider compared to the 
first-tier giants — the Hyundai, Lucky 
Goldstar, Samsung 


groups. 





W around 7:1, Kukje’s leverage is 
not especially high by South Ko- 
rean standards, and in absolute terms, 
it is certainly not the largest. Kukje's 
borrowings account for around a quarter 
of the Korea First Bank's loans, while 
loans to Daewoo take up around a half. 

Some observers have gone as far as 
to suggest that the stiff medicine being 


_ forced upon this Pusan firm is a sign of 


the anger felt by Chun at the ruling 
Democratic Justice Party's strikingly 
poor showing in that city in the recent 
elections for the national assembly (it 
won only 28% of the popular vote). 
Whatever the political machinations 
at work, Kukje may have appealed to 
the government as a fitting candidate 
to use as a public example to others. It 
is a chaebol including one of the 10 au- 
thorised general-trading companies 


| and a construction company in deep 
| trouble, but it is not one of the biggest 
who built the group from a small Pusan 


“In South Korea, the bigger the com- 
pany, the smaller the chance of col- 
lapse," as one local securities analyst 
summed it up. 

The big companies are simply too big 
in relation to the economy as a whole to 
be allowed to flounder: total turnover 


and Daewoo | 
| thus pay market rates for their bor 


ith a debt/equity ratio of | 


The rows 's new w Sod headquarters; garments factory: tough government policy. 
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crats in charge of economic policy to 


|! government officials and businessmen 










of the Hyundai Group. which is be= | 
lieved to have topped US$10 billion iy | 
1984, is well over 10% of South Korea's " 
gross national product. Tu 

Kukje's financial problems Ss 
illustrate well the unresolved nature 
the problems within the financial see | 
tor of South Korea as a whole. The 
chaebol have become heavily indebted © 
through years of almost unrestrained” 
access to cheap loans. As a result, ale” 
most half of all credit has been ade 
vanced to the country’s 30 largest com> ~ 
panies. 

The decision by the liberal techno- 


freeze loans to the large firms is an at- 
tempt at reducing this concentration, 
Companies have been encouraged to gë 
to the short-term capital market, amd 





rowings. 
It is commonly accepted that short- | 
term finance companies have become 


| conduits through which money from? 


the uncontrolled kerb market has emm 
tered the legal market. The wanmae 
was introduced to speed the liberalisa= 1 
tion of capital markets; many come 
panies borrowed heavily using this j 
facility, only to have their finances 
jolted as the government outlawed the | 
instrument because it was seen tö be ` 
undermining another policy goal —at- : 





tracting deposits into the banks. 

Whatever the emergency package 
Kukje’s four creditors will recom= 
mend, few doubt that the group will 
survive in some form, and confidence s 
regarding the future of the aluminium» 
smelter project in Western Australia is 
particularly strong. If this goes ahead, 
Kukje would become a 50% owner of 
the plant, and the country's largest? 
aluminium importer by far 

The events that have led to this crisis 
typify the agonising questions lacing 


alike in South Korea. Kukje is not the 
only chaebol unsuccessfully weaned 7 
from cheap finance at a difficult time 
for its competitiveness and profitabil- 
ity on the world market o 

































inckhitives BID dis- 
voe MN of sig al in- 









ctor." and toease fhe bun 
re cost disadvantages con- 
the majority of exporters and 
exporters compared withi im- 
npeting manufacturers. 

'eport, the result of a joint 
ank-United Nations Deve- 
it Programme (UNDP) study of 
n industry, runs to eight vol- 
d was presented to the govern- 
1 late January. Called Final Re- 
Malaysian Industrial Studies 
urges the government toim- 
production tax” on exportable 
ties to finance new research 
opment costs. The steps it re- 
S wil end à “serious P. 
facturing for export" 
current incentives boten 
argues. 

dy of comparable depth has 
tempted before in Malaysia. 
in August 1983 with terms of re- 
:to study all "tariff and non- 
ntives," seven of the volumes 
ie and make recommendations 




























'tive rates of protection to 
acturers outside free-trade 
(FTZs) and overall costs and 
sto Malaysia of FTZs. 

and non-FTZ transfer-pricing 
gements and their foreign ex- 
mplications for Malaysia. 
omparative impact of non- 
ncentives granted to FTZ and 
FTZ industries. 

esource- based industrial growth. 
e Asean countries’ incentives 























rid Bank-UNDP consultants 
ilenged the prime minister's 
C Planning Unit to start 
g for a “drastic” overhaul of 
's hotchpotch industrial-in- 
s system — in which taxation- 














-location incentives, special 
s (such as FTZs) and variable 
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indirect” i ^ 
feathers of 
birds. : 
The government will nót re it easy 
to accept one especially’ ‘eéntentious 
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cences to force industrialists to a 
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EOver iment s 20- -year ‘programme to 


mic power to bumiputra ‘indigenous, 


mainly Malay) haüüs^ “Objectives 


concerning the ethnic and/or national 
composition of the “workforce and 
capital stock are best.dealt with by 
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eas received: 
January. Much of it is des 


mui ly c* 


come part of Malaysia’ s-ambitious In- 


dustrial Master Plan; the overall deve- 
lopment outline scheduled for release 


in mid-year, Therefote, as early as 
1986, Malaysia’ S industrial incentives 
could hinge on a new, "four-tiered 
tariff-rate structure" with 2096 maxi- 
mum and 5% minimum rates to pro- 
vide an average level of around 13% 
protection to manufacturers." 
pisse signs &dfüt to the gov- 
 ernment officials accepting, in 
principle, the consultants' advice that 
would base new tariff levels on “stage 
of fabrication" and “type of end-pro- 
duct" classifications’ using various 
raw-material, intermediate- -goods and 
finished- -product indices. When the 
new system is embodiéd: tariffs will no 
longer be imposed ori’ a product-by- 
product basis. For infant industries; 
aid “equal to no móré than twice the 
normal level of assistance given manu- 
facturing activity" would be given. 
Under the scheme, all industrial 
start-up incentives would, have a 
maximum five-year ‘life. The clock. 
would start from the:time the first en- 
terprise within the favoured infant in- 
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A narrowing deficit on investment and services payments | 





is potentially emt Dar 


By Charles Smith i in 1 Tok; yo 


apan's deficit on invisibles transac- 
tions — investmení- and services 


payments — shrank. in 1984 for the. 


third consecutive year in what is be- 
ginning to look uncomfortably like an 
established trend. If the deficit con- 
tinues to go down atarateof morethan 
US$1.5 billion a year. as it has been 
doing recently, the country could be in 
the black on its invisibles account by 
1990, while presumably continuing to 
run the enormous surpluses on its visi- 
ble trade that are at thé root of much of 
the friction in international trade. 

In reality, there is no “if” about it. 
The deficit seems almost certain to go 
on shrinking because of the enormous 
overseas assets that Japan is piling up 


(in direct and portfolio investment) — - 


and the income those assets have now 
started to generate. 
The Japanese invisibles account de- 


ficit reflects a big and continuing im- 


balance in tourism as well i as on. ship- 
ping and insurance, with payme 
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T rassing for surplus-conscious Japan, 


heavily outweighing receipts. In con- 
trast, earnings from: overseas invest- 
ments have JE bo dd in recent 
years 

Investment income in: ‘the invisibles 
balance was a negative US$763 million 
in 1981 but this was followed by net 
earnings of US$1.7 billion-in 1982 and 
US$3 billion in 1983. No: figures are 
available yet for 1984 earnings, but the 
massive increase in the accumulated 
value of Japan's overseasinvestments 
last year suggests that they will show 
another sharp jump. © (iue 

A Nomura Research Institute survey 
published in August 1984; before the 
scale of the overseas invéstment boom 
became apparent, suggests that Japan 
may be earning US$8! billion a year. 
from its investments by i986. At this 
rate investment income^would more 
than make up for the: ‘negative pull. 
te by shipping ánd: deurism = ase 

















dustry began receiving the benefits. 
From the end of this year therefore, the 
sole criterion for awarding incentives 
to infant industries probably will be- 
come “production techniques or tech- 
nology new to Malaysia and used in 
producing a product not previously 
produced in Malaysia.” 

The panacea offered to the govern- 
ment is a suggested “transferable tax 
credit” to “overcome a fundamental 
weakness of the current tax-related in- 
centive system,” by awarding incen- 
tives only to enterprises showing taxa- 
ble income. “Because of normal pat- 
terns of losses in early years and of nor- 
mal depreciation allowances, the value 
of [existing] incentives [based on] tax 
abatement allowances are greatly de- 
preciated by inflation and the passage 
of time.” 

It is recommended that tax credits 
also displace existing methods of en- 
couraging selective infant industries, 
allowing the government to subsidise 
training, and development expenses and 
to boost bumiputra share ownership. 

Besides offering an entirely new in- 
dustrial incentives system, the 
US$456,000 study urges government 
to give more "loans to exporters to fi- 
nance the purchase of imported mat- 
erials." It also calls for giving both di- 
rect and indirect exporters "automatic 
access" to commercial-bank credit at 
normal overdraft rates on the basis of 
firm orders or a proven record in ex- 


porting. o 


A fourth item in 
the invisibles bal- 
ance, “others,” has 
consistently yielded 


Direct investment 


deficits up to now pop 
ans 
but could be sub- Government assets 
ject to change in Others 
the near future. 
“Others” includes 


payments for tech- 
nology transfer, a 
type of trade which is soon expected 
to yield a surplus for Japan after 
many years of deficit. It also covers 
the cost of maintaining the overseas 
offices of Japanese companies. This 
came to US$7.2 billion in the first 
half of 1984, nearly double the cost 
of offices maintained by foreign com- 
panies in Japan. 


he spectacular rise in Japan's net 

earnings from overseas investments 
reflects a roughly 20-fold increase in 
the value of such investments during 
the past 15 years, compared with a 
mere three-fold rise in the same period 
in the value of foreign investments in 
Japan. Despite this, Japan's position as 
an overseas investor is not as good as it 
looks, some economists say. 

A breakdown of accumulated assets 
shows that Japan held US$53 billion of 
investments in overseas stocks and 
bonds at the end of 1983 compared 
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Source: Bank of Japan. 





he massive World 
Bank-United Nations 
industrial-policy study 


arrives at a time when 
the government has be- 
come increasingly dis- 
mayed by the reluctance 
of Malaysian manufac- 
turers to export more 
of their goods. "While 
one of the major limiting 
factors in export promo- 
tion," Trade and Industry 
Minister Tunku  Raza- 
leigh Hamzah said on 
11 February, “has been 
our rather limited export base," he 
complained that most local com- 
panies remained indifferent to the 
government's incentive schemes. 
Fewer than 250 companies have even 
bothered to apply for special tax- 
waiver schemes, Razaleigh said. 
With a discouraging export re- 
sponse from most domestic manufac- 
turers — many comfortably en- 
sconced behind tariff walls erected in 
the heyday of import-substitution 
policies — the government is becom- 
ing receptive to more radical ways 
out of an ever-mounting current-ac- 
count deficit. 
Ministers now accept that a direct 


Transport 3.2 


Trave 
Investment 
Others 


with only US$32 billion of direct in- 
vestments (that is, investments in man- 
ufacturing or other business activities 
outside Japan). 

The weight of indirect investments 
in Japan's overseas asset portfolio re- 
flects the haste with which such assets 
have been accumulated during the past 
few years, but some Japanese 
economists also see this as a sign of in- 
stability. 

Indirect investments can be sold far 
more rapidly than direct investments 
when a financial crunch appears and 
the earnings from them are directly re- 
lated to fluctuations in overseas in- 
terest rates — whereas earnings from 
direct investments tend to grow stead- 
ily. Even so, other industrial countries 
— including the United States which is 
likely to emerge as a net international 
debtor by mid-1985 — would presum- 
ably be grateful for Japan's mounting 
pile of assets. 


A TAXING ORDER 








SHRINKING DEFICITS 


* Figures do not add due to rounding 
Source: Bank of Japan 











assault on the strikingly 
large invisibles account 
deficit (forecast to exceed 
M$11 billion or USS4.31 
billion in 1985) ts not 
easy, given impending 
principal-repayment 
commitments looming in 
the next two to three 
years on both public and 
private-sector loans. In 
short, they want to lift 
Malaysia's merchandise- 
account surplus (which 
last year topped M$3 bil- 
lion) even higher in the 
next few years. 

But to do that they must eliminate 
the disincentives outlined in the 
World Bank-UN paper. If the gov- 
ernment accepts even part of the hun- 
dreds of detailed suggestions, invest- 
ors and manufacturers will work in a 
greatly simplified system that places 
almost total reliance on the tax sys- 
tem to give differential rewards. But 
to take the steps suggested requires 
political bravery to battle entrenched 
interests, and a higher level of effi- 
ciency in the tax-collection system 
than has been evident to date. Pro- 
viding both will be a tall order. 

— JAMES CLAD 









A drag om 
Japan's invisibles 
payments balance 
is that more than 
95% of its imports 
are paid for in US 
dollars or other 


foreign currencies 
rather than in yen 
Dollar denomina- 
tion of imports ims 
plies dollar financing — with the result 
that Japanese importers are perma- 
nently in debt to the New York bank- 
er's acceptance market, where short- 
term interest rate can fluctuate sharpe 
ly. 

A jump in such rates in 1981 helped 
to explain the investment-income ac- 


count deficit that vear following 
surpluses in 1979 and 1980 
Japanese bankers say the dollar 


financing of imports will continue to 
be a factor for instability in the coun- 


try's invisibles payments situation 
until such time as oil exporters and 
others start taking pavment for their 
goods in yen. Meanwhile, Japan itself 
has taken one small step in the direc 


tion of setting up a financing system 
for yen-denominated imports. The 
Tokyo banker's-acceptance market 
which will discount import bills dé 
nominated in ven, opens for business m 
the summer 
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' Hamish McDonald in Sydney 


Bore than a few market analysts 
"ll have been struck by parallels be- 
_ tween a high-technology boom that 
has swept Australian stockmarkets 
—and the rampant speculation around 
n nicke -mining stocks some 15 years 
o. Successful floats by one or two in- 
entors with a sound research-and- 
de relopment record has been accom- 
inied by the launching of several 
JN oth ner stocks with less obvious backing, 
1 the promise of high earnings in 
f fie ds such as semiconductors, new 
meras and biotechnology. 
? star performer has been Vapo- 
e, the shares of which were fully 
ibed within one hour of their 
nching in September 1983. The 50 A 
Eit shares opened at 71 cents and 
ve nt to a peak of A$17 (US$13.08) 
Wy w thin three months. Since split into 
—25-cent units, Vapocure shares are 
trading at around A$5.90. 
mapocure s main product is a rapid 
int-drying process developed by 
ydney industrial chemist Alan McIn- 
s in his private workshop in 1972. 
| te ected by several local paint manu- 
ot ors, McInnes found development 
D cking from McDermid Inc. of the 
United States, whose 74% share he 
oo ught out last year. Licensing agree- 
T ents with paint companies — includ- 
z Du Pont in North America and 
Su mitomo in Japan — have kept up in- 
E in a company which shows a 
—151:1 price/earnings ratio. 
— The other high flier in the sector is 
"Sarich Technologies Trust, which also 
had its origins in a classic garage in- 
~ vention — in this case, the orbital in- 
_ ternal-combustion engine devised by 
engineer Ralph Sarich. Since 
E» orming a joint venture with the Bro- 
xen Hill Proprietary Co. (BHP) in 1973, 
(d some A$14 million has been put into 
eveloping an engine based on Sarich's 
dir fuel-injection concept, of which 
BHP has put in A$11.4 million and 
R overnment agencies most of the rest. 
- With a further A$9 million to be 
5 spent this year, the joint venture, Orbi- 
ES Engine Co., has already produced 
n engine to compete with a normal 
" .1.6-litre car engine but with a claimed 
M 31% fuel saving and 47% weight sav- 
ing. Passed by US authorities on emis- 
ES tests, Sarich has announced an 
- approach by a major US carmaker — 
; - believed to be General Motors — to set 
_ up adevelopment workshop in Detroit. 
Two major US outboard-motor manu- 
_ facturers, Mercury Marine and Out- 
- board Marine Corp., have bought op- 
. tions to use his engines. 
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Getting technical 


p istralian stockmarket players find some of the new 
tech i issues sound better than they sell 
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Sydney Stock Exchange: parallels. 


Listed in August 1984, the Sarich 
Technologies Trust is entitled to 25% 
of licensing fees for Orbital Engine 
Co.'s technology and 40% of operating 
profits. The trust's prospectus con- 
tains an estimate that on the basis of a 
10% worldwide market share for its 
products, royalties would be A$60 
million a year. The A$1 units in the 
trust have risen from around A$1.40 
three months ago to A$5.60 at pre- 
sent, putting on A$1.40 in the first 
week of February amid speculation 
that caused exchange authorities to 
question Sarich about the sharp move- 
ment. 


hile Sarich’s long haul does seem 

close to reward (he and as- 
sociated interests hold 56% of the 
trust), some analysts question the 
A$203 million capitalisation now put 
on a stock whose chief income is a 
royalty. With so many of the units held 
by Sarich and a further 23% in the 
hands of 20 shareholders, the price rise 
has been encouraged by the thin vol- 
ume actually traded. 

Half a dozen other hi-tech stocks 
also have moved upwards, but have 
shorter track records. Among them, 
Newtech Development Corp. has at- 
tracted most attention, chiefly on the 
score of its 51% holding in Ramtron 
Corp., a Colorado-based research firm 
which has been working on high capa- 
city semiconductors. Newtech has an- 
nounced negotiations over this tech- 
nology with “a major US multina- 
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"In the eatly Februar NNA Stech 
shares went up from Ai 2. 15 toa high of 
A$3.40 before sliding back to below 
the A$3 mark. Other hi-tech stocks to 
share in the mini-boom included 
Energy Research Group Australia, 
Memtech, Datamatic, Randata, Tech- 
nomin and Hitek. The announced 
products range from 
mortarless brickwork 
to membranes that 
filter oil from water. 

The euphoria is 
sobered by reference 
to a company called 
Gene Link (formerly 
Gentech) floated in 
early 1983 on a wave 
of enthusiasm about 
the undoubted biolo- 
gical-science exper- 
tise in Melbourne's 
universities and re- 
search bodies. An- 
nouncing products 
that included test 
kits for genital herpes 
and a fungus pre- 
venter for commer- 
cially grown mush- 
rooms, the company 
projected earnings as 
far ahead as 1989. Its 
A$1 shares, issued at 
A$1.90, have since 
drifted downwards to around 65 
cents. 

While many investors are bound to 
lose their money when prospectuses 
turn out to be mostly hype, hi-tech 
ventures will continue to be part of the 
market in Australia. At both federal 
and state levels, governments are 
working on incentives to bring inven- 
tions to a commercial stage. While 
Australia cannot hope to match the 
broad range of advanced technology in 
the major industrial countries, it is 
reasoned, it can find niches for special- 
ised products and processes. 

While the federal government aims 
to target such ventures for assistance, 
the Victoria state government is plan- 
ning to set up a new body for venture- 
capital investments. One possible pro- 
ject is a A$20 million toxicology centre 
to carry out tests on new drugs, both 
for Australian and regional research- 
ers. Hi-tech ventures are also expected 
to figure prominently on the second 
boards now being opened up in Aus- 
tralian stock exchanges, with capitali- 
sation requirements, shareholder 
spread and annual listing fees much 
lower than those set for first-echelon 
stocks. 

Perth opened such a board last year, 
to be followed next month by Sydney 
and, in April, by Adelaide. While coun- 
tering the attrition of stock lists caused 
by the country's voracious takeover 
activity is one major goal, commer- 
cialisation of more garage inventions is 
a likely Ouipou. = 
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IN THE HUNT 
FOR SAVINGS, 
CAPTURE THE BEST 
ON THE 737-300. 


ia, | Forshort-haul operators stalking low cost of ownership. 
on +] low maintenance, low fuel consumption, and low noise, the 
e c «d hunt is over. The 737-300 is flying and about to leap into 
commercial service. 

It's the best of its breed. Because onboard is something technically sleek, 
silent and powerful. A matched pair of CFM56-3 engines. With plenty of muscle 
to meet the most demanding schedules. Lean on fuel, with savings of 20% or more. 
And as quiet as a cat, to comply with the strictest noise requirements the world over 
The -3 1s kin to the CFM56-2, already on the Super 70 and military aircraft. So it will 
enter commercial service with more than a million flight hours of -2 experience 

The Boeing 737-300 with CFM56-3 engines. 
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SILENT. PÆWERFUL CFM56 ENGINES. 








It's not easy for a businessman to relax 
while flying. 

But with Japan Air Lines, you can now 
rest easy. 

Because the moment you have a 
reservation with us, there is a great man) 
people dedicated to making you 
comfortable. 

When vou fly First or Executive Class, 
vou have the benefit of your own check-in 
counters. 

And First Class passengers can enjoy 
the tranquility of our Sakura Lounges. 





Businessmen rest easy bi 


But there is much more to flying JAL. 

Relax in our extra wide seats in 
Executive Class while you sip a welcome 
glass of champagne. You can even stretch 
out and put your feet up on a special 
footrest for an unexpected touch of 
comfort. 

And in First Class, there’s even more. 
You can literally unwind in one of our very, 
very comfortable sky-recliners. | 

-= And there's a choice of Western or 
lapanese cuisine. 

But our attention to detail doesn't stop 





ause the rest Is assured. 


there. With JAL’s advanced seat selection It’s always a pleasure. 


you can reserve the seat you want (if it's 
available) before you've even left for the 
airport. | 

But what truly distinguishes Japan Air 
Lines from all the others is the gracious 
warmth and hospitality of those who serve 
you. 


So when you fly the world's number 
one [ATA airline*, you know you can rest 
easy. 


JAPAN AIR LINES 


Boric AIRLINE FOR 
TSUKUBA EXPO '8: 





Because the rest is assured. 


oliday Inn Park View Singapore 
bind Spring 1985 
* Located at the junction of Cuppage and Cavenagh Roads, just off the main short- 
business and shopping artery of singapore — Orchard Road 
* 320 luxurious guest rooms and suites designed for maximum comfort and 
relaxation 
* Business centre offering full executive services 
* Three well designed function rooms for meetings. seminars and banquets. 
* Concierge floor with express check-in: private lounge with library and cut to 
recreational facilities, 24-hour butler/maid service and complimentary 
continental breakfast. * 
* Rooftop swimming pool, health club and sauna mi rad d ng 
traditional Indian style 
* window on the Park — much more than a coffee shop, with an extensive 
menu of Asian specialities, European favourites amd 
light snacks. 
* Clemenceau's comfortable lobby-level cocktail lounge vH China 
entertainment 1 
: ; E 
"" China remains a mystery to business- 
| sn. d men around the world. Which is 
X | 2 why they have a difficult time assess- 
| ing China's potential as a market 
for their products. 
Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 
This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 
An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 
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ORDER YOUR SUBSCRIP- 















* New Orleans — an elegant restaurant with the jazz-era ambience 0t 
old New Orleans. specialising in seatood and creole 
dishes 

' Fragrant Blossom — serving the finest in Cantonese cuisine 

landoor offering a variety of dishes prepared in the 
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Actual Park View Room 





l I 
' TION (12 ISSUES) NOW! ' 
t The CHINA TRADE REPORT is I 
1 compiled and edited by the Far Eastern 1 
t Economic Review, Asia's most widely i 
t read business news magazine. = ' 
' Post this coupon today! x! 
I (I 1 
i Circulation Manager, Hg 
, Far Eastern Economic Review, Ltd., D s 
i G. P. O. Box 160, N " 
ı Hong Kong 2 ' 
! Please enter my one year subscription ! 
! (12 issues) for the CHINA TRADE ! 
REPORT. I enclose $ i 

i 
OE, 2 OSE E S SEE S E ERR i 
E AGG aana aaa I 
i LEE ! 
MELLE à: 
i a a pn 2006 SNC i 
ici a ' 
i Annual subscription rate: 1 
HKS2.100 MS650 S$590 USS280 £225 AS320 ! 

I 
1 Sent airmail anywhere in the world. i 











€ YEN capital markets must toil 
under at least two peculiar influences 
or behaviour patterns which nor- 
mally do not bother other currency 
markets: the tendency of Japanese 
underwriters to overdo things and 
the blithe way in which the Japanese 
financial dem refuses to let good 
sense stand in the way of a misleading 
headline. 

_ Japanese securities companies are 
notorious for aggressive competition, 
which at times pushes markets to and 
beyond the breaking point. Now, too 
many issues, too quickly have helped 
bring the Euroyen market to a 
standstill. For the time being, market 
conditions have made it difficult to 
complete the cheap dollar-currency 
swaps which corporate Euroyen is- 
suers find attractive. 

Earlier this month, yen bond mar- 
ket prices nearly collapsed under the 
added weight of statements made at a 
press conference by the governor of 
the Bank of Japan (BoJ, the central 
bank), Satóshi Sumita. When asked 
what kind of measures other than 
market intervention could be used to 
counter the weakness of the yen, the 
BoJ chief suggested that certain tools 
to raise short-term interest. rates 
were availáble and could be used if 
the yen continued to fall against the 
dollar. 

The headline writers ignored the 
fact that Sumita also said that cur- 
rent reality did not warrant consider- 
ation of such steps. Sumita obviously 
needs more practice when it comes to 
speaking to.the press. All the bond 
market cared was that the central 
bank was talking, in bold front-page 
stories, about raising interest rates. 

Investors.dumped bonds for short- 
term instruments. Secondary market 
yields jumped by about half a point 
before settling down. The volatility of 
the bond market was probably in- 
creased by the presence in themarket 
of a number of new players, regional 
banks which are practising for when 
they will be allowed to deal govern- 
ment bonds, starting on 1 April. 

e THE market is, in fact, worried 
about the yen, but is far too sceptical 
to believe decisively in any particular 
scenario. For. example, the market 
pattern in February seems to be that 
bond yields rise when the yen falls 
and stabilise when the yen steadies. 
The lesson? A weak bond market is 
more vulnerable to exchange. rates 
than a strong one. Yields rose in the 
first two weeks of February; the yen 
dropped, from ¥255:US$1 to about 
Y 262. Everyone was then relieved to 
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see the currency recover a bit and 
bond yields stabilise. 

Last year, when the bond market 
was peppy, the yen slid lower than 
nearly everyone expected, but yields 
trended down as a result of good mar- 
ket demand. January appears to have 
been a watershed of sorts: neither 
bond yields nor exchange rates 
budged very much. Foreign borrow- 
ers issuing yen-denominated 
Samurai bonds would definitely have 
been better off in January. 

The China International Trust and 
Investment Corp. (Citic) slipped in at 
the end of January with an all-time 
low Samurai coupon of 6.6% 
(REVIEW, 7 Feb.). Citic's warm recep- 
tion, however, had much to do witha 
tax arrangement which makes its 
bonds highly attractive in Japan. 
When the Inter-American Develop- 
ment Bank arrived a 
week later, the coupon 
had jumped to 7% — 
and the secondary 
market quickly slam- 
med the price down 
further. 

Those in the queue 
could. either drop out 
or accept the hard fact 
that .coupons were 
going to be fixed at 
around 7.3-7.4%. The 
New, Zealand Steel 
Development Corp. 
dropped out. - The 
Korea Electric Power 
Co, (Kepco) was lean- 
ing towards reviving postponed plans 
for its first Samurai bond. The Japan 
Bond. Research Institute has already 
given Kepco an AA rating. 

The. point is that historically 
speaking 7.3% or so is not bad in the 
Samurai market. Shroff calculates 
that since the Samurai market was 
launched, the greatest concentration 
of issues have been at coupons in the 
8-9% range. 

The.indications are that borrowers 
are not. about to balk at paying the 
going. rate for yen, The number of 
Asian borrowers beating a path to 
Tokyo is.growing steadily. There are 
at least seven issues on the schedule 
for March. (Bank of China, Korea 
Development Bank, Air Canada, 
African. Development Bank, Asian 
Development Bank, Malaysia and 
Thailand.) For April there are more 
than a dozen hands in the air. 

e WHITHER Euroyen bonds? Tie 
Euroyen bond market was launched 
in Decerhber 1984 (for non-Japanese 
borrowers) with guns ablaze. There 





Fickle interest in Euroyen bonds 


have been more than ¥600 billion 
(US$2.3 billion) in such issues since. 
But there are about ¥200 billion 
worth of issues with official approval 
twiddling their thumbs until market 
conditions improve. Market condi- 
tions deteriorated sharply after US 
interest rates edged up. That has 
raised doubts about plans by British 
Petroleum (BP) to make the first 
European corporate Euroyen tssue, 
led by Nikko Securities 

The problem is that higher yen 
coupons jeopardise the delicate 
structure of swapping into US dol- 
lars, which has supported the market 
so far, Until early February, coupons 
were below 7%. Fannie Mae, J. C. 
Penney, GMAC and others were so 
priced. Above 7%, the underwriter 
now will take a loss. That is what 
Nikko is worried about over the pre- 
stigious BP issue (said 
Sito be for *Y25 bil- 
? lion). 

Once Euroyen bonds 
are issued, there is still 
the question of who to 
sell them to. Japanese 
underwriters are  be- 
lieved to be holding large 
amounts of unmarketa- 
ble Euroyen bonds which 
piled up in the De- 
cember-January: market 
opening rush. When the 
yen is. cheap, yen paper is 


? = 


hard to place. 
It seems. Japanese 
underwriters have, a 


more difficult time selling.them. to 
European investors than American or 
European underwriters do. Some Ja- 
panese underwriters are waiting for 
the 180-day limit on reselling the first 
of the Euroyen issues in the Japanese 
market to expire. That will be in 
June. 

Shroff is hardly in: a position to 
doubt the great. wisdom of the mar- 
ket-place. It does seem, however, that 
the recent setbacks bear little re- 
lationship. to what is an essentially 
positive outlook for the things which 
should worry, bond markets. Since 
the yen market follows the US dollar 
market, and US economic indicators 
are still good, why worry? 

That, indeed, is what market par- 
ticipants are asking each other, while 
at the same time glancing over each 
other's shoulder just to make sure. 
Psychologically, that strikes some às 
just fine. Everything looks okay, but 
nothing — save a few headlines in the 
Tokyo press —4s being blown out-of 
reasonable proportion a 





CHINA TRADE 


MERCANTILE MIGHT 


By Anthony Rowley in Hongkong 


hinese elder statesman Deng 
Xiaoping confided to the leader of 
^a visiting World Bank mission last 
year that one of his ambitions was to 
see China become a more important 
"trade pole" than Japan for the rest 
of Asia by the end of the century. That 
target is now only 15 years away and 
China is still far from being a major 
power in world or even. Asian trade 
compared to Japan. (Its exports were 
equal to 1.4% of world imports in 
1983 against 8.8% for Japan and its 
imports represented 1.3% of the 
world total compared to Japan's 
6.7%.) But growth has been dramatic, 
and with it the growth of China's in- 
fluence as a mercantile power. 

The realisation (fear in some coun- 
tries) of China's potential as a trader 
is pervasive in Asia and beyond. 
Some Australian studies see China 
displacing the Asean countries plus 
South Korea and Taiwan as a 
supplier of textiles, clothing, foot- 
wear and other goods before long, 
and having a significant effect on 
world markets. Bangkok, meanwhile, 
sees China emerging in the coming 
years as a major rival in international 

 farm-commodity trade — not only to 
Thailand but to other food exporters 
including the United States, China 
has already cut deeply into Thai- 








a small role 


Promise of a vast market is only partly fulfilled 


after earlier euphoria wanes 


By Robert Delfs in Hongkong 


he years 1978-81 marked the emer- 


gence of China as a factor in world: 
trade, as exports and imports essen- 
tially doubled in US dollar terms. In a 
surprisingly brief period, China had 
become a significant supplier of tex- 
tiles and clothing, petroleum products 
and a wide range of other goods, in- 
cluding chemicals and pharmaceuti- 
cals, light manufactured goods and 
arms (mainly to the Middle East, Af- 
rica and North Korea), 
At the same time, the promise of. 
China as a potentially vast. market 


began to be fulfilled. By 1980, China's, , 


imports exceeded US$19 billion, al- 
most 10 times the 1970 figure, making 
China one of the world’s biggest de-, 
veloping-country markets. In less than 
a decade, China had become a major 
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Rapid growth to 


purchaser of grain, 


equipment. 


land's maize-export markets in Asia. 

In Malaysia, where ethnic compli- 
cations bedevil trade with China, 
policymakers are alarmed at the 
prospect of China becoming a power- 
ful, free-trading economic adversary. 
China's revenue-boosting sales of in- 
creasing quantities of crude oil to 
Singapore refineries (thereby dis- 
rupting spot prices) is seen in Kuala 
Lumpur as symptomatic of this 
emerging rivalry. In Indonesia, the 
China-trade factor is taking on poli- 
tical as well as economic significance. 
Taiwan is greatly worried about the 
emergence of China and the disrup- 
tive (deliberate as Taipei sees it) ef- 



















cotton, chemical 
fertilisers, metals, 
machinery and 


The major bene- 
ficiaries were Japan, the United States 
and the European Economic Commu- 
nity countries, which together sup- 
plied more than 60% of China's 1980 
imports. 

Since 1981, the flow of, Chinese 
goods to the world have maintained a 
relatively stable pattern of distribu- 
tion and growth, with modest in- 
creases in export volume each year and 
a gradual shift from primary goods to 
manufactures, and. from industrial 
countries to developing countries. 

Sales to the developed industrial 
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fect on Taiwan's own trade. And 
China has successfully blunted 
India’s exports in some countries., 

But the overall impact on the Asian: 
region — where China’s trade influ- 
ence is difficult to quantify because 
of the way entrepót Hongkong looms 
so large in the statistics — is by no 
means all negative. Whether in India | 
or South Korea (or Australia and 
New Zealand, for that matter), ex- 
porters see China's import potential 
in consumer and capital goods as very 
important, especially when so many 
question marks hang over trade with 
protectionist Western markets. 

Hongkong, of course, is the place 
which has benefited most from the 
emergence of China upon the inter- 
national trade scene, as  befits 
another of Deng's (realised) aspira- 
tions — that the British. territory 
should revert to Chinese sovereignty 
before the end of the century. Hong- 
kong's exports and re-exports, to 
China have grown more! than 100- 
fold since 1978 and local: manufac- 
turers are beginning to realise that, in 
the long run, China holds; more. po- 
tential opportunities for them than 
their traditional Western markets. 

Even so, Hongkong's total two-way 
trade with China — some US$12.bil- 
lion in 1984 — is about US$1.5 billion 
smaller than Japan's two-way. gom- 
merce with China. China aspires to 
compete as a mercantile power, but 

the immediate impact. of its 

- -frade awakening;has been a 
* - significant benefit to 

> Japan's exports. 





Chinese oil: possible revival. je n5 [e "s 


countries have declined, slightly as a 
proportion of the total, fram, 44*6 to 
42.1*5. in 1983, according 1o Interna- 
tional Monetary Fund Statistics, but 
have. remained steady: 4n absolute 
terms: Exports to non-oil. developing 
countries have advanced slightly, from 
47 e; 2to 49.3%. Sales 40, Komecon 
(Eastern; trading — bloc) ;;gountries, 
which fell to only 3.6% af,tatal exports 
in 19881, recovered to 4. 7% by;1983 and 
may have exceeded 6%. in, 1984. 
Structurally, exports, of ,, mineral 
fuels,; food and live animals (nearly 
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of total export value between 1981 and 
1983, though sales of petroleum and 
petroleum products may have revived 
in 1984. (China is not in Opec.) 
Manufactured goods, including 
machinery and semi-manufactures, 
increased their share from 44.6% in 
1981 to 50.1% in 1983. Most of the in- 
crease can be attributed to clothing ex- 
ports, which grew from US$2.1 billion 
to US$2.8 billion, and sales of 
weaponry, which rose from a negligible 
level in 1981 to US$1.5 billion in 1983. 
But in terms of market penetration 
(outside of a few narrow commodity 
categories), China's presence is small 
relative to ‘its production capacity. 
Imports from China as a share of 
world imports tripled to 1.2% in only 
four years (1977-81). Since then, 
China's share’ expanded to 1.4% by 
1983 and fell to 1.3% last year as the 
volume’ of’ "world trade | resumed 
growth. In ‘terms of export volume, 
China is roughly comparable to Singa- 
pore, South Korea, Spain and Brazil. 
China's share of indus- 
trial countries’ imports 
doubled to 0.8% between 
1977 and 1981, but since 
then has remained stable at 
0.8-0.9%. Jap&hn's imports 
from China, US$5.1 billion 
(all imports dre stated cif) 
in 1983, of which more than 
half weré coal, oil and re- 
lated products; represent 
about 4% of total Japanese 
imports. n 
EEC imports from 
China, US$2.4 billion in 
1983, have remained a 
steady 0.4% of total im- 
ports since 1980. US im- 
ports from China, US$2.5 
billion in 1983 and approximately 
US$3.4 billion in 1984, represented 
0.9% of total imports in 1983. China’s 
presence is largest, naturally enough, 
in Hongkong, which sources about a 
quarter ofits tofal imports from China. 






N on-oil developing countries'-im- 
ports w faster over 1977-81 
than industrial countries, so imports 
from China, while more than doubling 
from US$3.5 ion to US$8.4 billion 
in absolute tefms, gained only mod- 
estly as a share of total developing 
countries’ imports, from 1.7% to 2.2%. 
Since 1981; these countries’ imports 
from Chind'hàve' increased by nearly a 
third to US$10:7 billion by 1983. As 
developing countries’ imports declined 
sharply in 1982 and 1983, China's 
share of déveloping countries" total 
imports rosé to 2.8%. i 
Aside from -oil-exporting Saudi 
Arabia, China remains the biggest 
single expórter among developing 
countries to the non-oil developing 
countries. “The growth of purchüses 
from China às a proportion of develop- 
ing countriés' total imports since 1977 
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zkong) and of crude materi- | has been fas 


‘slower than Singapore 


‘chases. 






Korea. 

The pattern of China’s purchases 
from abroad over the same period, 
however, has been much more erratic, 
with major swings in volume, compo- 
sition and sourcing. After declining in 
1981 and 1982 under the impact of cut- 
backs in domestic investment, imports 
regained 1981 levels in 1983 and, ac- 
cording to preliminary reports, in- 
creased by a quarter in 1984. 

The structure of imports has shifted 
dramatically as purchases of machin- 
ery and equipment fell and bounced 
back, economic reforms boosted de- 
mand for imported vehicles and con- 
sumer durables, and successful rural 
reforms have cut back the need for 
grain imports. 

Cereals and cereal preparations, ac- 
counting for 13% of China's total im- 


* port bill in 1981; were only 8% in 1983 


and are likely to beno more in 1984. To 
a considerable degree, the continuing 
purchases represent fulfilment of 
long-term trade agreements -rather 





















than current demand. 

Imports. of. machin- 
ery and. equipment, 
which fell from US$4.6 
billion in 1981 to only 
US$3.3 billion in 1982, 
bounced-- back: to 
US$4.4 billion in 1983 
and may have exceeded 
US$5 billion in 1984. 
Motor vehicles. and 
transport, "equipment 
constitute more than a 
third of China's pur- 


Purchases of consumer goods and 
durables, one of the fastest-growing 
import séctors in 1978-80, also slowed 
in 1981-82, to resurge in the past two 
years. These movements contributed to 
wide swings in the sourcing of Chinese 
imports in which political decisions 
also played a part. 

Japan, the biggest supplier of equip- 
ment and machinery to China in 1977- 
81, was hit hardest by the readjust- 


ment. Exports dropped from slightly: 


above US$5 billion in 1981 to only 
US$3.5 billion in 1982, but im- 


Dalian's container dock; West German imports: dramatic shifts. ^ 


mediately returned to near 1980-81 
levels in the following year — as higher 
than expected growth in the Chinese 
economy increased demand for steel, 
machinery and vehicles. 

Continued demand for these goods 
has fuelled a whopping estimated 55% 


| increase in Japan's sales to China in 


1984 to about US$6.5 billion 

US exports of machinery and equip- 
ment to China in 1981 were only 
US$250 million, a fraction of Japan's, 
and grain sales made up more than a 
third of total exports to China. This 
made the US relatively more insulated 
from the 1982 downturn in imports 
than Japan. US exports to China drop- 
ped from US$3.6 billion in 1981 to 
US$2.9 billion in 1982 — with the vir- 
tual end of Chinese cotton purchases 
forming most of the difference 


H ut the following year, China retali- 
ated against US bans on imports of 
certain categories of textiles and ap- 
parel from China by cutting back pur- 
chases of US agricultural goods. Grain 
sales plummeted and purchases of 
soyabeans and cotton were halted al- 
together. US exports in 1983 declined 
from the already depressed 1982 level 
by almost a third, to US$2.2 billion. 

Much of the ground lost by the US 
since 1981 was regained last year, 
however, with sales to China reported 
at slightly above US$3 billion, an in- 
crease of 36.6%. Sales of agricultural 
products remained depressed (China 
has had bumper harvests) but the in- 
creases otherwise came across a broad 
range of machinery, equipment and 
chemical products 

Overall, industrial countries con- 
tinued to supply more than two-thirds 





of China's imports through the 1981- 
83 period, and though the figure de- 
clined slightly between 1981 and 1983, 
it is likely to have grown in 1984 on the 
gains made by Japan and the US 

The share of Chinese imports 
sourced from non-oil developing coun- 
tries grew modestly from 18.8% in 
1981 to 22.7% in 1983, but more than a 
third of that figure represents import? 
from Hongkong. The real percentage 
(excluding Hongkong) in 1983 was 
only 15% and is almost certain to have 
declined in 1984 ü 



























nly Japan rivals Hongkong in its 
J trading importance to China, and 
longkong's role has grown, rather 
han diminished, as China's trade links 
h the rest of the world. have de- 
loped. Since 1978, Hongkong's 
mestie exports and re-exports to 
a have each grown more than 100- 
d — from HK$81 million (US$10.38 
llion) to HK$11.3 billion at the end 
1984, and from HK$214 million to 
$28 billion, respectively. 

>the same time, imports grew 
; six-fold, from HK$10.5 billion 
$55.75 billion. The trading boom 
ed.in a new breed of local China 
nd attracted a spate of China- 
rolled companies to Hongkong, 
king the monopoly of long-estab- 
lagents such as China Resources. 
ngkong now buys less foodstuffs 
. before but more textiles from 
na, which in turn buys high-grade 
xtile varns and telecommunications 
uipmeni — and less iron and steel 
ap, pulp and waste paper. Textiles 
e emerged as the main trading pro- 
t. Hongkong, finding the tradi- 
al suppliers. in South and South- 
sia increasingly expensive, is re- 
more on China for basic textiles 
-as cotton cloth and corduroy, 
e China buys more sophisticated 


















































yferent things to each of its three 
st Asian neighbours — J apan, South 
orea and. Taiwan: Trade between 








momie benefit. of trade links with 





en. the two Koreas — makes for 





shina via Hongkong helps alleviate). 
Taipei, too, uses Hongkong as a use- 





potential of this two-way trade is 
offset by the threat of being displaced 


land rival. 


repreneurial entrepót Hongkong profits from 
opening of China’ s trade with the world 


y Louise do Rosario in Hongkong | 





prise" 
baby carriages, toys. and games. and 


mansi dictates the response of Asian ES 
bour towards China-trade drive 


hina’ s trade aw akening means dif- 


na and a Ys an ds. e very 


| | JAPAN: Two-way 
i For Seoul, wide ine con eal and E 
“hina are obvious, the lack of diplo- | 


ic relations with Peking — a spill- 
er from the unresolved confliet be- 


most remar kable. feature. of he year 


blems (which: covert trade. with [> 






ful trade conduit to China, but the | 1: Wi 
| most 2096". it 
E just. short. of [t 
‘in third-country markets by its main- |. 





| 7 largest market in | 


textiles such as polyester and other 
synthetic materials. 

Hongkong is now Chinas second: 
largest trading partner, after Japan 
and ahead of the United States. China 


to US$2.18 billion, covering about 


two-thirds of Peking's deficits with 
| Japan and the US. Hongkong statisties 


put the surplus at HK$17.5 billion. 

From 1977, China trade began to 
pick up rapidly, though the real take- 
off for Hongkong, analysts say, occur- 


red after 1979. And since the end. of 
.1983 there has been a marked change 


in the trading behaviour of Chinese en- 
terprises. “A few years ago when China 


suffered from heavy trade deficits, 
| Chinese trade officials would only go 
. for compensation trade in order to get 


the machinery and expertise they 
wanted," said Simon C. K. To, manag- 
ing director of Hutchison China Trade 
Holdings. “Now. many are bringing 
hard cash.to Hongkong and [they] pur- 
chase directly what they want.” .. . 

China ‘has: purchased. some. “sur- 
items from Hongkong, such. as 





trade. between 
Japan and China totalled US$13. 16 
| billion in 1984, against the previous re- 
i cord of US$10. 3. billion in 1981, The 






Was a very. shai 
ports, up 47% fror the previous ° year 
to US$7.21 billion. China's global 
trade m hee Eu. by 2 7o while 


¿China emerged. as Japa 





yen. terms in | 1984 















enjoys a large surplus on its trade with. | 
Hongkong, enough to cover a substan-. 
tial part of its deficits with other coun- 

tries. In 1984, this surplus (according. 
to Chinese official figures) amounted 


| fold I respectively. si i 


Chinese factories, ti 
their production, ar 
machines and tools. Hon y 
its proximity, cultural sliniiarity and 
the wide range of goods it can Lit 
or aan to amor or expor i 








and. medium-sized Hon: kong. fixshs, 
' which have responded fast enough: to 
. this new group of clients. ; 

China has risen from bette t the 37th- 





wu the US ad he ser a » óther 


traditionally important... European 
markets. However, some. of the goods 
China imported from... the territory 


were for use in joint. ventures. with 





Hongkong businessmen. | " 

“Hongkong | “businessmen, _ accus- 
tomed to exporting to Western coun- 
tries, have yet to. understand. fully the 
potential of this new China market," 
noted W. H. Wong of the Hongkong 
Trade Development Council. His or- 
ganisation, which for the past few dec- 
ades had been promoting Hongkong 
exports to overseas buyers, only began 
turning its attention to China as late as 
1982 when it set up a Chinactrade sec- 
tion. o . 3 
Few of the big hongs’ necenii 3 y cathe 











-lished China trading desks (uc. as 


. those. of. Jardine, Matheson & Co. or 
Hutchison | WI i 





(overtaking South Korea). Japanese 
imports from China also grew substan- 
tially (by 17.1% to US$5.9. billion), but 
not fast enough to maích the increase 
in exports. In January, 1985 the export 
boom. continued, with, shipments to 
China up 74% on year-earlier levels at 
US$708. million. January imports, at 
US$527 million, were 24%. higher than 
a year earlier. JE epi 

The 1984 export surge eflected a big 
jump in Chinese purchases of Japanese 
steel: (shipments reached. 8.5 million 
tons, withthe result that China for the 
first. time overtook the. US as the 














| biggest- Overseas customer in. terms of 





tonnage). Still more.remarkable was 
the jump.in wi ads of motor vehicles 
le 






t. 


Japan s.car - exports cel 11-fold 
during.the year while. Aude of 
motorcycles. jumped £ 
Japanese . motor manuliactu 
they. were having Py pe ia fedes 
some of China's bulk orders for vehi- 
clesin late 1984, within thetimeframe 
set by Peking. . ^ 4.56 

In. the case of EORUM! products, 
the most striking changes took piacei in 




















































fitable, though their overall business 
with Chima, including servicing, 
licensing and other non-trading ac- 
tivities, help to keep their accounts in 
the black. 


he re-export boom has undoubted- 
ly emerged as the most outstanding 
feature in this new Hongkong-China 
trading relationship. At any hour of 
the day, small feeder vessels are plying 
between Hongkong and Chinese ports. 
The reasons for using Hongkong, the 
world's second-largest container port, 
include the availability of professional 
handling, punctual delivery and politi- 
cal expediency for countries which 
still have no diplomatic ties with 
China. 
Hongkong now handles seven times 
more cargo than all China’s ports com- 


emerged as Japan's prime overseas 
market for colour TVs as a result. For 
refrigerator-makers, China was the 
second-largest export market in 1984 
(up from 10th place in 1983). 

On the import side, Japan sharply 
increased its imports of textiles (up 
42% to'US$887 million). Food pro- 
ducts were up 20% (to US$629 million) 
while the largest single import item, 
crude oil; rose 12.7% to US$2.3 billion. 


he outlook for further increases in 

Japan's China trade depends, in 
part, on the speed at which Japan can 
step up'its purchases of Chinese pro- 
ducts to balance demand for its own 
goods. China trade analysts say im- 
ports of products such as soyabeans, 
maize and vegetables can easily be ex- 
panded though perhaps at the expense 
of reducing imports from the US. 

The seópe for increasing purchases 
from China is a key issue. According to 
the Japan’ External Trade Organisa- 
tion, a 20% rise in Japanese exports 
during 1985 combined with a 10% rise 
in imports would leave China with a 
US$2 billion bilateral trade deficit. 
However; China analysts in Tokyo say 
Peking's ‘ample foreign-exchange re- 
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Chinese 
bined, and it would take 
many years for China's con- 
tainer ports of Shanghai, 
Canton and Xingang (in Tianjin) to 
catch up, having started to con- 
tainerise only after 1981. It is argued 
that without the convenience of Hong- 
kong, China's indirect trade with 
countries such as South Korea and 
Taiwan would have grown much more 
slowly. 

Between 1978 and November 1984, 
China's trade with South Korea and 
Taiwan via Hongkong rose 63-fold, to 
HK$2.34 billion, and 17-fold to 
HK$3.74 billion, respectively. Aside 
from providing transshipment ser- 
vices, Hongkong also has an efficient 
banking system that handles letters of 
credit for China and its indirect trad- 
ing partners. 

More important, Hongkong pro- 
vides a safe ground for contacts be- 
tween these sensitive partners, who 


serves would enable it to live with a de- 
ficit even beyond this evel. 

Japanese trading companies see the 
present Japan-China trading relation- 
ship as harmonious and likely to re- 











xtiles worker; Hongkong communications complex: a trade symbiosis. 








often deal through local middlemen for 
purchases. A Hongkong-based South 
Korean trade official said: "Although 
the trade is an open secret, most of our 
businessmen still prefer to go through 
a Hongkong company or trader be- 
cause, strictly speaking, the trade is 
still illegal. With a Hongkong middle- 
man, we can alwavs argue that we are 
selling to a Hongkong firm in whose 
business we have no right to interfere.” 

For many years, about a third of 
Hongkong imports from China were 
for re-export; lately, the proportion 
has risen to half. Analvsts note that be- 
cause of Hongkong's slower popula- 
tion growth and rising incomes, de- 
mand for China's relatively unsophis- 
ticated products is unlikely to rise 
rapidly. To tap fully the Hongkong 
market, they argue, China should raise 
its production and marketing 
techniques and aim for the higher-in- 
come consumers. 





main so for at least the next five years 
(n contrast with trade from South 
Korea, which Tokvo sees as à serious 
threat) Despite this, Chu already 


displacing Japan from some regional 
markets for manufactured goods with 
low value added. A good example are 
the semi-processed chemical products 
which China recently began selling to 
Southeast Asia though Japanese trad- 


| ing companies are helping to sell them, 


Japanese trade officials claim that 
the recent boast by elder statesman 
Deng Xiaoping that China would over 


! take Japan as a trading partner for the 
E ] 


| rest of Asia by the year 2000 was de-i 
signed mainly to jolt Japanese industry 

| into a more responsive attitude to» 
wards China. The economies of China 
and Southeast Asia are competitive 
rather than complementary, the Ja- 
panese point out, so that future trade 
relations between the two sides could 
be far from smoot! 
SOUTH KOREA: South Korea and 


China have never had diplomatic rela- 
tions, and the unresolved conflict be- 
tween the two Koreas, in which the 
Chinese have sided with the North 
makes official relations very unlikely 
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relations between the two have 
warmed. To South Korean business- 
men, trade with China makes sense. 
"They have raw materials and 
some intermediate goods that we need, 
and we can supply them with man- 
ufactured goods they are short of — 
and the short distance between us also 
helps," noted Cho Kyu Che of the 
Kukje group. 

At present, trade between the two 
countries is indirect, much of it 
through middlemen in Hongkong or 
Japanese trading houses. According 
to figures compiled in Hongkong, 
indirect trade between the two 
througn the territory was slightly less 
than US$300 million in 1984, roughly 
double the amount in 1983. Last year, 
- textile fibres and fabrics were China's 
“Major exports to South Korea, fol- 
lowed by agricultural goods. Coal from 


_ China has been an important part of 
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. Threat or challenge 


— Asian countries’ response to Peking's trade push 
— is defensive, but they see the opportunities 


the trade in the past, but it dropped 
from the list entirely in 1984 due to the 
high price the Chinese were asking. 
Some oil has arrived in South Korea 
from Chinese sources, too. 

China's Hongkong middlemen were 
able to undersell South Korea's tradi- 
- tional source of corn (the US), export- 


ing 750,000 tonnes indirectly from 


China in 1984. According toa grainspe- 
Cialist in one of South Korea's major 
general trading companies, the ar- 
rangements for the corn shipments 
were made in Hongkong, but actual 
shipments went directly from a Chinese 
_ port on vessels from a third country. 
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South Korean electronics: bright future. 





South Korean sales to China include 
textiles and electronics. According to 
business sources. in Seoul, the electro- 
nics sales are. mostly of consumer 
goods and parts; such as TV picture 
tubes. In view of reports of shortages in 
these areas as demand grows in China, 
exports of electronics seem to have 
the brightest future — perhaps along 
with construction equipment and mat- 
erials. 

Total trade between the two coun- 
tries was higher:thàn ever last year, 
and above all, this was due to the im- 





Fe many years the China “threat” 
as perceived by various members of 
Asean was of clandestine support for 
dissident movements within their 
Chinese communities. Now, with 
China's emergence as a significant 
trading power, the threat is shifting 
from the security to the economic 
realm. Malaysia most typifies this shift 
of view, though it is also true of In- 
donesia, and Thailand is seeing China 
as a threat to its traditional food-ex- 
port markets. Even Chinese-domi- 
nated Singapore foresees the possibil- 
ity of losing some of its valuable en- 
trepót function as China's direct links 
with Asean neighbours grow. Like- 
wise, China is displacing India in 
some third-country markets. But the 
picture is not entirely black. The threat 
of China's potential trading might also 
present an opportunity for other 
Asian countries — within Asean, on 
the Subcontinent and in Australasia — 
to increase their exports to China’s 
populous markets. 
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_ Paisal Sricharatchanya 
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MALAYSIA: Senior  policymakers 
realise that Peking's export drive gives 
China an entirely new external dimen- 
sion for Malaysia. While in security 
terms they continue to describe China 
as "the long-term threat to Southeast 
Asia," the prospect of China as. a pow- 
erful, free-trading economic adversary 
is possibly even more alarming. They 
foresee a danger of a drive by China 
into markets where Malaysia is also 
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ving political atmosphere. Much 
depends on North Korea's attitude. A 
protest by Pyongyang in 1981 was 
enough to cut total trade from 
US$156.94 million that year to 
US$116.29 million in 1982. A barome- 
ter of the future will be the results of 
the current — stalled — dialogue be- 
tween North and South Korea on eco- 
nomic issues. 

A recently published report by the 
Federation of Korean Industries 
pointed to low wages in China which 
could undercut South Korean textiles 
and footwear. Meanwhile, Chinese 
competition has not been kind to South 
Korea's embattled textiles industry. 
According to Suh Suk Tae of Daewoo 
Corp.: "Labour costs on Chinese gar- 
ments are around one-tenth of ours. 
This means that we must compete with 
them on the basis of quality, and that 
will be difficult." 

Chinese textiles, particularly cotton 
and silk, have made impressive inroads 
in the US and Japanese markets, while 
the South Koreans have roughly held 
their own. China's expansion of 
facilities producing chemical fibres, 
such as polyester, have. also: meant 
lower demand there for South Korean 
imports of synthetic fibrB& 2 

rici A AU 
TAIWAN: Taiwan's exports face in- 
creasing competition from China, a 
development that has been a motivat- 
ing factor behind Táiwan's push into 
technology and capital-intensive in- 
dustries. As manufacturing wages rise, 
the island's factories are rapidly losing 






selling, and of their ownstrong export 
performers — electronics, textiles and 
clothing products — taking a drubbing 
from Chinese.competition later in the 
decade. 

Malaysia's current-account deficit 
requires economic realism, .too, and 
this is dictating a more Pragmatic ap- 
proach to China despite ethnic prob- 


| lems in Malaysia, China enjoys a two- 


to-one advantage in its.expótts to Ma- 
laysia, compared with imports — with- 
out counting disguised China imports 
via Singapore and Hongkong. So, 
Kuala, Lumpur is lifting),security 
clamps somewhat on contacts:with Pe- 
king; recognising that local. Chinese 
(like the Chinese in Singapore) can do 
much. to foster busines contacts with 
China, and thereby boost exports. 
Between January and August 1984, 
Kuala Lumpur spent:M$428 million 
(US$167.84 million) on imports from 
China, while selling just M$238.1 mil- 
lion.to.Peking in the same period. The 
tradegap is probably higher,though, be- : 
causeof disguised Hongkong and Singa- 
poreexports. An exampleof the Malay- 
sian Government's new flexibility to- 
wards China trade occurred recently, 


‘when a Malaysian Chinese mattress- 


maker received official pemmission to 


.proceed with Malaysia's first manufac- 


turingjoint venture with Peking. 
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meg curis especiall 
China with its huge labour force and 
abundant natural resources. The most 
vulnerable areas are textiles, footwear, 
toys and sporting goods. 

Local textiles manufacturers say 
China can sell the same type of gar- 
ment at a price 15-20% lower than they 
can. As a result, Taiwan's industry has 
given up the lower end of the market to 
its low-wage competitors. Basic items 
such as pyjamas and simple skirts and 
jackets thatused to be mainstays of the 
export industry have now been rele- 
gated to thedomestic market. 

Some economists point out that the 
rapid gains made by China in world 
markets in the past few years may not 
continue if the major export markets, 
such as the US and Western Europe, 
begin to place tighter limits on imports 
from China. This could help moderate 
the competitive pressure a bit, though 
they recognise that political factors 
may resultcin China winning more 
generdus trade terms than Taiwan. 

Taipei publishes no figures for two- 
way trade with China, since officially 
it regards even indirect i: s with 
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SINGAPORE::A sizable cations ot the 
republic's re+export trade with its two 
major neighbours — Malaysia‘and Tn- 
donesiaox'is gUing to be affectéd'in the 
coming years! Singapore does not pub- 
lish statisties ón its merchandise trade 
with Indonesia éxcept oil and nor does it 
publish figurés'on the re-export trade 
by countries of origin and destination. 
Singapore imports from China have 
more thatidoubled from S$894 million 
(US$395:$1 Hillion) in 1979 to an'ésti- 
mated metethan S$2 billion last^year 
and at lâ ‘séveral million’ dollars 
worth of'Oliiríése imports have beérn re- 
exported'to:Malaàysia and Indonesia. 
Jakarta ^hàs'Bégun talks’ for dirèct 
trade wifh' Peking and Malaysia^has 
been diséttitaging Chinese Dp cm 
through Simgapore. 
t 929rtin 

INDONESIA: Because of its urgent ae 
for new márkéts to boost its non~oilex- 
ports, Jakdpfais cautiously looking at 
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THE CHINA TRADE PICTURE 
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arent position jn the overall trade of non-oil develop- 
xaggerated by it$ large trade with Hongkong, which 

orts to and more than a third 
rts from the nani] developing countries. 

trection of Trade Statistics Yearbook 1984. 








T ' as il Pa Ne RF 
ally analya in Taipei put aahi t de 


for 1984 somewhere between US$500 
million and US$700 million, almost all 
handled by middlemen in Hongkong. 
This trade has enjoyed modest growth 
in the past five years, but the potential 
for a big upturn is likely to remain just 
that. 


China's imports from Taiwan make | 


up about two-thirds of the two-way 
total. The major items are textile 
yarns, synthetic fibres and fabrics and 
electronic equipment. Taiwan buys 
herbal medicines, jade and animal hair 
for writing brushes. Current bilateral 
trade represented little more than 1% 
of Taiwan's total foreign trade last 
year of US$52.4 billion — not enough 
to induce the government to take any 
special measures to control the flows. 
At the same time, there have been 
some recent indications of official 
interest in the long-term  possi- 
bilities. A report by Taiwan's Coun- 
cil for Economic Planning and De- 
velopment — which was disavowed 
after being leaked to the press in De- 
cember — called for the mainten- 
ance of trade links between Taiwan 
and Hongkong 
after 1997, when 
China regains 
sovereignty over 
the territory, in 
part because of its 
role in the in- 
direct (trade be- 
tween Taiwan and 


the volatatíy of 
establishing di~ 
rect. trade links 
with China. It 
was only ` early , 
this year that the 
idea of such. di- 
rect tr ade gained 
prominence, but 
exploratory talks 
have already 
begun - between 
the Indonesian 
Chamber of Com- 
merce (Kadin) and its Chinese counter- 
parts in Singapore. 

Thev have apparently agreed to 
focus forthcoming discussions on four 
issues: shipping arrangements and the 


designation of ports in both countries; | 


payment terms; visa arrangements, 
and the establishment of unofficial 
representative offices in each country 
to facilitate trade. But officials stress 
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THE CROWD | 


DEVENS and Astoclateg? ] ue 
Phillips and Rodney Tyers con- 


textiles, floor coverings, clothing - 


án fot wed? 


x J n, South Korea and Taiwan. h 
^^ The Asean countries occupied a 
| relatively small share of t 
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n à recent paper on Chir 
trade, Chris Findlay of A 
cluded that Chinese exports o 


‘and footwear would abe: a de 
stantial effect on world 


t mper and veas pro- 
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with Pacific wg eme 
ps the United dinis Jap: 


“Italy and the US. mdi 
“China was competing chiefly with 


commodity markets, the study ` 
found. However, this would grow, 


Chinese footwear: substantial effec. | 
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and the composition of Asean ex- | 


ports would be set by patterns of | 


ral-resource and skill advantages | 


"in their products, strong growth in 
— China's light manufactures could . 

forestall Asean export expansion. | 
P HAMISH MCDONALD | 


"comparative advantage relative to — 
"China. Unless the Asean countries 
tended to emphasise more natu- 
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th a 
ed with normalising diplomatic rela- 
lions. 

Indonesia appears to have high 
hopes of raising its non-oil exports to 
China given its modernisation efforts. 
With direct trade, Kadin hopes to ex- 
port more of Indonesia's traditional 
commodities such as sugar, coffee, 
cocoa and rubber, and manufactured 
items such as plywood, cement, fer- 
tilisers, crude palm oil, paper and 
aluminium. Meanwhile, Indonesian 
exporters do not appear to be particu- 
larly worried — except perhaps for 
textiles manufacturers — about com- 
petition from Chinese products in 


— other markets. Such things as plywood 


— and traditional plantation export com- 


— THAILAND: A sizable chunk of the na- 
— tion's maize trade has already been lost 





traditionally imported about 200,000 
tonnes of Thai maize annually, pur- 
chased only about 60,000 tonnes last 
year — with the remainder coming 
from China. "It now looks like Thai- 
— Jand's traditional markets in South- 
— east Asia may soon be [completely] 

taken over by China," cautioned a 
senior executive at the Board of Trade, 
_ à powerful private body grouping the 
-. country's leading businessmen and ex- 
porters. 

There is concern in Thailand that a 
similar pattern may develop in the case 
of rice, particularly the low-grade 
grains — though Thailand is likely to 
retain the high-quality rice markets in 
Hongkong and Singapore. China has 
also emerged as a major supplier of 
cheap, basic garments such as trousers, 
shirts and sweaters. 

Thai exporters are known to have 
lost out to the Chinese on these items 
several times, particularly in the North 
American markets, owing to substan- 
tial price differences. A local purchas- 
ing agent for several large American 
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slowly but definitely been entering the 
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high-fashion markets during the past 
12 months — and offering shorter de- 
livery lead time. 


INDIA: A high-profile industrial dele- 
gation went to China in May 1984, and 
the euphoria generated led to forecasts 
of two-way trade touching US$1 bil- 
lion a year over the next three years — 
a great leap forward considering that 
etwo-way trade in 1983-84 was re- 
ckoned at slightly more than US$145 
million. Now the forecasts are more re- 
strained, especially as India has a 
negative trade balance with China. 

The signing of the trade agreement 
with China in August 1984 is seen as 
important, however, since it gives 
India the sought-after most-favoured- 
nation status which will make Indian 
exports more acceptable to the 
Chinese. However, China has success- 
fully blunted India's export thrust in a 
number of third-country markets, in a 


range of products. A study by the In- 
dian Council for Research in Interna- 
tional Economic Relations noted that 
China has been elbowing India out in 
Western markets for cotton fabrics, 
yarn and light-engineering goods. 
Chinese exports of cotton fabrics to 
the major markets of the West virtually 
doubled during the period 1978-82, 
while imports from India fell. China's 
share of the industrial-fastener market 
quadrupled during 1978-82, while 
India's share fell to just 35% of pre- 
survey levels. Price cutting by China 
was seen as the most important factor. 


PAKISTAN: Competition from China 
has been felt mostly in the carpet and 
woollen-rug markets in third coun- 
tries. But Pakistan's other major ex- 
ports — cotton and rice — do not face 
competition. "From our point of view, 
China's rise as an international trader 
is a positive development," Pakistani 
Commerce Secretary Izharul Haq told 
the REVIEW. "China will play an in- 
creasing role in international trade 
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negotiations and that will generally 
benefit the developing world, includ- 


ing ourselves." 

But China has increased its share of 
the North American and European 
carpet markets at Pakistan's expense, 
and Pakistan is now considering ways 
to halt the decline. Government 
sources say there are no problems in 
Sino-Pakistan trade or even third- 
country exports which cannot be resol- 
ved through official dialogue. 


BANGLADESH: Trade with China 
picked up briskly following the signing 
of the first long-term trade agreement 
in 1980, and reached US$512 million 
for the four-year period from 1980-84, 
though the balance is heavily in 
China's favour. There are other prob- 
lems: jute goods produced by China are 
of good quality and when it decides to 
undercut its competitors — in this 
field, mainly India and Bangladesh — 
Peking can be ruthless. A consolation 
for Bangladesh so far has been that, 
with the new thrust towards moderni- 
sation in China, economic activity has 
increased and raised domestic demand 
for jute goods, leaving very little 
surplus for exports. 


AUSTRALIA: There are hopes that 
China will become a major market for 
the country’s resource exports such as 
iron ore, coal and other minerals. But 
Canberra trade officials do not see 
Japan losing its central position, which 
gives it the lead in ee Sa a Tron 
ore exports to China, currently about 
4.5 million tonnes a year, are forecast 


pressure for Australi 
Chinese imports. 
High-level trade | 

studied opportunities for Australian 
products and services in the iron and 
steel industry, oil exploration and ag- 
riculture. The Australian Government 
is also picking out areas of the Austra- 
lian market favourable for Chinese 
penetration. In this export push, China 
will be principally displacing South 
Korea, Taiwan and Asean. 


NEW ZEALAND: China is already the 
nation's ninth-biggest customer, tak- 
ing 2.2% of its exports, with a big im- 
balance in New Zealand's favour. At 
the official level, there is great en- 
thusiasm for a market that, as it mod- 
ernises, should offer increased demand 
for specialised New Zealand products. 

Chinese exports to third-country 
markets are complementary to, rather 
than competitive with, New Zealand's 
at this stage. They are not seen as really 
hampering New Zealand's export ef- 
forts elsewhere. But as China's moder- 
nisation programme continues and as 
continental Chinese develop some of 
the marketing push of their overseas 
counterparts, that may change. ü 
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SUCCESSFUL LARGE-SCALE FINANCING 


REQUIRES AN ABILITY TO LEAD. 


With over 80 years experience as the key 
bank to Japan’s major industries, IBJ comes 
natural to leadership in large-scale financing. 

Our knowledge of international markets, 
ability to assemble superior partners, and 
credit analysis capabilities have been honed to 
a fine professional edge. 

Today, IBJ innovates corporate, project, 
and other financing solutions in yen and key 
international currencies globewide. 

In large-scale financing, or myriad 
international money matters, 
IBJ is the $84 billion force that 
can lead you to success. 





IBJ is the only Japanese financial institution to be rated 
AAA by Standard & Poor's and Aaa by Moody's. 





INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku. Ti 
Phone: 214-1111 Telex: J22325 


First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 





plastic cup. 
You're provided with electronic head- 
phones instead of those old acoustic ones. 
You get everything except a surcharge. 
The fare is normal economy. No more. 
Try us next time you fly to Europe. 
We offer you four weekly connections from 


Tokyo and three non-stops from Singa- 
pore/Bangkok. And friendly Copenhagen 
Airport gives you excellent connections to 
all of Europe. 


/, 7, 54$ 


The Businessmans Airline 
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So a 
M ost computer companies 
are right there when you 
announce your intention to pur- 
chase a new computer system. 
But, sadly, they seem to grow 
more remote once you've made 
your purchase. Not Nixdorf. 
We've built Europe's largest 
computer company on customer 
support and service. Support and 
service that begins when you call 
us for a proposal, and never ends 
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— ever. Because Nixdorf custom- 
ers have a way of growing. From 
small to large computers. From a 
simple system to an internationally 
complex one. From a one or two- 
function need, to a multi-function 
need. 

And all that growth creates the 
need for system modifications. 
For new, more sophisticated soft- 
ware. For greater security. For 
more service and hand-holding. 


We’re with you ever 


For more problem-solving, 
trouble-shooting and innovation. 

Every problem a Nixdorf com- 
puter solves opens up several 
opportunities for greater, more 
efficient use. 

And we like to see our custom- 
ers able to capitalize on those op: 
portunities. Because each such 
opportunity opens up oppor- 
tunities for us to help. And make 
money doing it. 
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So we don't bring your company 
) the dance and leave you there, 
ondering where we went off to. 
le stick with you, and become a 
ue partner in your growth. We're 
iere in good times and in bad, 
orking with you to make things 
etter. Nixdorf is one of the largest 
oftware suppliers in Europe. 
3at's no accident. It's the result of 
ur following up the opportunities 
ur clients present us with. 


tep of the way 


We are also one of the largest 
support companies in Europe. For 
the same reason. For Nixdorf, ser- 
vice equals growth. 

And the better our service, the 
faster you grow. And the faster we 
grow with you. 

Australia, Tel. 2/43954 77 
Hong Kong, Tel. 5/2022 22 
Japan, Tel. 3/44 7465 
Korea, Tel. 2/7 2501 31 
Malaysia, Tel. 3/67 7831 






ori Lanka, Tel. 1/27933 

Thailand, Tel. 2/221 4451 
Nixdorf Computer (S) Pte. Ltd 

Regional Office Asia/Pacific 

07/01 NOL Building 

456 Alexandra Road 

Singapore 0511, Tel. 2 74 11 00 


NIXDORF 
COMPUTER 
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Siam Inter-Continental. , 


We've never looked so good! 


Our renovations are 
complete and we know you'll 
agree that we're looking 
good! The Siam Inter-Con- 
tinental is already well-known 
for its 26-acre gardens, its 
spacious pool area and jog- 
ging track. Now the spacious- 
ness, for which we are fa- 
mous, has come indoors. 

Step inside our new 
Lobby. Your first impression 
is one of unlimited space. 
The second is tranquility. 
Cool marble abounds. Lush 
greenery spotted with white 


THE ADVANTAGE IS INTER: CONTINENTAL 
HOTEL SIAM INTER: CONTINENTAL 
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orchids is evident every- 
where. And the magnificent 
Thai wooden carving, covered 
in glimmering gold leaf, 
leaves you with a lasting 
impression of great beauty. 
We've called our new 
restaurant Avenue One. It is 
sophisticated yet understated. 
Its style is captivating and its 
cuisine is for the discerning. 
The only thing that 
hasn’t changed is the un- 
surpassed service that you 
have come to expect at the 
Siam Inter-Continental. 


Srapatum Palace Property, Rama One Road, Tel. 252-9040-79; Telex: TH81155 SIAMINT 


FarEasternEconomie 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 


tool. the Review in- 
dex will save hours 


of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 
Address 














one bidding battle begins fi for Wh C 
with Y. K. Pao the favourite to win — ata 


By Philip Bowring in Hongkong 
F or the second time in. a decade, 
lowly ratedh 

and Co. is the Q 












ject of what promises 


to be a knoc rag-out takeover 
battle betw: orporate names. 
c uds may be as disap- - 










dependence of 
-of the great Bri- 
houses will a 


j BC ns the stage jor a i ence 
ROE Mines ihe mei was Bin 





e Marden family in- 


f "terests representing. 13.5% of the vot- . 
ing rights, It was now offering HK$6 a | 


share for all outstanding A shares and 


60 HK cents for the B shares. This puta - 


total value on the company of HK$1.9 


billion (US$243.59 million). (B shares | | 


have the same voting rights as A shares 
aput are only one-tenth the value. Thus 
7 equity, but have 43% % of the votes.) 
Two days later, Hongkong and Kow- 
loon Wharf — the property arm of 


ong Wheelock Marden | 


V Rot nl Fas he | 







eolotk Ms 
price - 






recently been making more ai ive 
ous investments than in thé df pe OE 
British financial advisers. £ ^^" 

In some ways, the Khoo óutliné 
was clever. It was hedged abou 
many conditions that he cotld ge 
of it very easily — thereby’ pul ting 
pressure on Cheung (and othe 
holders) either to accept or'en 
another bidder. The risk of him 
up with an expensive but. useless. 
20% stake was small. 

Any bid for Wheelock must be based 
on the assumption that thé parts are 
worth more than the md ui 
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“present “only 6.8% of the | > i 


shipping magnate Sir Yue-kong Pao's | | 
empire —announceditheld3495 ofthe | § 


voting rights and via Wardley was bid- 


ding HK$6.60 each for A shares and 60 


cents for B. Both Khoo and Pao have 


plenty of experience of bid battles | 


though their styles differ. 


Wharf evidently bought most of its | 


shares from Cheung who held 23.5% of 
the voting rights though only 7.576 of 
the equity. Wharf is believed to have 
bought a lot more in the market in 
heavy trading which followed the Fal- 
wyn announcement. But the sheer size 
of the stake it now holds suggests that 


Wharf had been buying shares for 


quite a while through different names 
~ though probably mostly A shares 
.as the B were largely monopolised by 
$ Cheung (with 49%) and Marden (23%). 

. Independent directors have advised 
shareholders to:sit tight and wait for 
details. Merchant bank East Asia War- 
burg is to advise shareholders. 

The Wharf move put the ball back in 
the Khoo court.:There has been some 


talk that he might be acting partly on- 
behalf of the Sultan of Brunei who has | 







absolute control of equity. and v: 
Wheelock at present is actually anir 
vestment-holding company with ] tle 
cooperation and less logic between the 
parts. This has been obvious for al | 
10 years and led to the 1976 epi, jode. 
Then a dispirited Marden began 
merger talks with Hongkong Land de- 
signed to end with Land acc 
Wheelock's. properties and Jardines 
the shipping assets. But then utchi- 
son, itself just: recuperating from, a 
near disaster and at the time é fee- 
tively controlled by- Hongkong and 
Shanghai Banking Corp. ee it. 


also had. designs. FOR 
T hen Marden. appeared to change his. 
mind. Mysteriously both parties. 
subsequently withdrew, saying Whee- 
lock, advised by Wardley, refused to 
supply them with sufficient inf 

tion to-evaluate the company.» 
Apart from: bein Ut 




















aud. trading oh w 
founded. But 

























sidiaries a Rez i 
Development Corp. A 
keeping a low profile, becan 
ingly powerful as the prope 
prospered. E 

But i£ the Che "ur Yo RA #5 gee S 
was often uneasy. 
in common. — ke 
poorly. informed, 
dealings between. p 
companies and abo 
between group 
and Cheung were 
ble for the Insider De 
which WAS Aie uie y | 
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have deter iorated. RDC : soidi s 















got its timing very Wrong, € 
just before the w« : 
and is having a hi 
afloat. Two year | 



























ping aaas. Whelk Martti T 
but shareholder resistance blocked it 

Although Marden may have bee 
thinking of retirement anv PWR, in: 
past few months serious thought hag 
been given to restructuri ing the: 
to separate the pr operty side from 
shipping, trading and inv E The 
REVIEW understands that one : 
scheme involved the creation of an 
property-holding company 
tribution of shares ii 
Wheelock holders. 
nd Lane SPON 






















































ra ato AX hi J 
q tered: recent “history and 













a month ago, before 
d ue "HK$5.15 j ired 

















1984 results. This is not low given 
ad aecounting and ungainly 
^whict m. the EORR 
















) * : nay ; be worth. He has Tene had a 


















the latasi for geris a balance- 
available - — was HK$6.08 a 


XS 4 z hat largely ir- 
ober 1984, the parent 





in the shipping subsidiary which 
1983. had book net assets of 
2:1 billion but has been taking 
fe losses on ship sales forced by its 
rating losses and cash shortage. A 
ent informal valuation of the 
done: by. one merchant bank 


























t Marden's assets: 
ck Marden — HK$40 million 
its stake im ‘Cross Harbour 


















7 g company operating in Japan). 
a Real RDC: coe HK$1.65 















| xford. 

I K$600 million, of: which oM 

million is attributable. . - 

» Allied Investors — HK$160 million, 

of which HK$80 million is attributa- 

ble. (Allied has control of Beauforte 

Holdings, a small shipping company, 
} n the: Harbour Tan- 
















HK$1. 24 billio 
| 56% of the kere 


mained heavily in 





















| chee is s limited scope for notionally re- - 





At worth? Pao's © 
sents a premium of — 


male is. ‘only. anne times he 1983 | 
gs but 21 times annualised first- - 


with cash resources ei 
pock cet or, by bein ible to end the im- 
“passe at Wheelock, from RDC, stands a 


$ eelock through. 
i0lds 51 9. World- | 
the e DA which 












nced it was writing off its invest- . 


p with the following breakdown p 14 : 


All round slov 


nes, a wholly owned | 


| 13.396 last year, 


Hongkong Realty = net currente as- 
sets of HK$2.3 pillion out of total - 
group assets of HK$3.7 billion. Thus, | 





MAI IN SH 4ARE EHOLI 


John Marden 
John Cheung 
Allied Investors 

HK Bank DS 


valuing fixed assets and property in- 
vestments perhaps by an attributable 
HK$300 million. ` 

Maybe there are more undervalued 
assets hidden away in the recesses of 
the group, of which the bidders have 
been apprised by Marden and Cheung. 
If so, hopefully East Asia Wardour g will 
find them: : | 

But, barring hidden treasure, and 
assessing the trading and investments 
as useful but unspectacular earners, 
the premium that bidders seem pre- 
pared to pay appears to represent a 


| combination of goodwill plus a sub- 


stantial ^ positive valuation of 
Wheelock Maritime. Certainly, a group 
ther from its own 














better chance of keeping the shipping 


- operation intact until itis again ableto 


start earning profits. 

Yet it could bea long haul. Wheelock 
Maritime’s directly owned fleet now 
consists’of 11 vessels, of which about 
six are on spot charter. At the end of 
1983, debts were some HK$2.1 billion 
but have since been reduced by about 
HK$550 million by ship sales — in- 








p ingàpore' seconomic growth slowed 
‘considerably in the fourth quarter 
of 1984 to 7%, the lowest quarterly 





gross domestic product rise since the > 


first quarter of 1983. The October-De- 
cember 1984 figures compare with 
GDP growth of 10.1% in the first quar- 


_ ter, 9.2% in the second, 8% in the third 


quarter arid 10.3% in the final quarter 
of 1983. All the same, 1984 ended with 
a year-on-year growth of 8.576, ac- 
cording to preliminary estimates, 
slightly. higher than the 7.9% chalked 
up in:1983, largely because of an im- 
provement in manufacturing and trade 
caused by a surge in United States de- 
mand for electronics products. 
Construction, which scored an im- 
pressive 28.6% growth in 1983, slowed 
down by more than half to a rate of 
causing concern to 
planners. The increased outlay in pub- 
lie spending in housing, continuing 
work on the Mass Rapid Transit system 
andthe building of another terminal at 
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market is ii dris with ^ pre 






cluding some to Iran last year in ex- 
change for oil. Whether the remaining 
fleet has a current net worth is à matter 
of opinion, but it is at least a more 
modern one than the nine bulk carriers 
of its 50% subsidiary Pacnorse, jointly : 
owned with troubled Norwegian ship- 
owner Atle Jebsen. Other ships in the 
group include the two vessels in 
World-Wide Wheelock — down from a ` 
peak of six — one in Allied Investors 
and two in Beauforte Holdings. In the 
past two years there has been some 
shuffling of vessels between Allied/ 
Beauforte and Wheelock Maritime, to 
the apparent advantage of the former. 
Knowing the industry in general and 
Wheelock in particular, Pao is perhaps 
in the best position to judge what it is 
worth. Pao also hates losing and is 
(contra the self-effacing Khoo) - very 
image conscious. It is hard to imagine 


‘this Hongkong business hero allowing 


himself to be outbid by an interloper 
from Singapore. A third bidder looks 
unlikely. Khoo could well be satisfied 
witha quick profit, though he may first 
try to raise stakes. But whoever wins, 
and whatever the price, there is lots of 
play to come in tidying up the confu- 
sion of quoted subsidiaries. ! 





Changi Airport will TEM the construc 
tion industry somewhat, but will not 








beable to bolster the flagging property 


market. Over-building of all kinds of 
property, coupled with a less-than-ex- 
pected demand, has taken a toll and 
the property slump could extend well 
beyond 1985, aceording to market 
analysts. 

The property slump has inevitably 
affected the financial sector and 
caused the Monetary Authority of 
Singapore to caution banks to review 
their credit portfolios for risky loans 
made to developers and contractors. 
The stockmarket, another venue for 
bank loans, ended the year dismally 
with market capitalisation going down 
from $$104.4 billion (US$46.19 mil- 
lion) at the end of 1983 to $$92.3 bil- 
lion. Bank profitability for 1984 is ex- 
pected to have weakened with further 
declines expected in 1985. | 

The fledgeling financial-futures 
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sultin it hav: 
asset.compositi 
to Hongkong E 

TEP has been the subject e of investi- 
‘gation by the local securities au- 
thorities because of very rapid rises in 





‘its share price (REVIEW, 17 Jan.) and it 
is not a foregone conclusion that they | 
‘will approve the company's latest . 
| Formerly a shell company 
known as Shanghai Dockyard, IEP | C 
.plans to increase its issued capital | (via the issue of 18 million nes shares 
| at HK$5 each), but as the 18 milli 
|, new shares of HK$1 par value P 1 
existing 9 million shares make à paidin 


moves. 


from the present: 
(US$1. 15 million) to HK$100 million. 

_ The first step will be a rights issue to 
existing shareholders, many of them in 
New Zealand where Brierley has his 


"ultimate holding. company, Brierley 
Investments Ltd (BIL),.and in Austra-. 
lia, where he operates through Indus- . | 
trial Equity Ltd (EL). These two | 


jointly own around 80% of IEP. The 


rights issue will be coupled withascrip . 


issue, and followed by a tender offer of 
shares. 


The rights issue will Bs on the. bass. 


of two shares for. one, at HK$5 a share 





liquidity and low turnover. Growth in 
financial services slowed from 16.3% 


in 1983 to 11.2% last year, and could be | 


headed for another drop this year. 


"The finance and property barons are 


also heavily involved in the hotel sec- 


tor, which is poised to grow to about. |. 
30,000 rooms from the. 1983 total of | t 


15,000. Although tourist arrivals rose 


by 4.4% last year after a real decline of - 


3.5% in 1983, hotel-occupancy rates 


stagnated at 75.5% and, with new — 


hotels coming on stream, could even 
dwindle. TM 

Transport and communications, 
which held up pretty well in 1984, are 
in for a dose of sluggishness this year. 
With the containerisation of many 


ports in Southeast Asia, Singapore's | 
role as regional transshipment point is 


waning. The state-owned Singapore 
Airlines is facing.tougher competition 
as well as protectionist barriers in the 
West to opening:up new routes. The 
outlook for telecommunications is di- 
rectly linked to the less-than-satisfac- 
tory i nid for: “nacia and busi- 
ness services. <i ` 











Q (Pacific) (EP), ihe" | 
ased z iere. flagship | H 


y which.w was ; boosted. 


HK$9 million | 





: ‘issue and. (based on the HK $6 
"| price), gives an ex-rights d 


jects of the exercise will be to oes 
| ue shareholding somewhat. 





dise © 
peripherals for the personal co 
industry, already is witnessing bloated 
: inventories and slack. demand 


in] late 1983. 


| and T %o for DP g 


reached: a few ca. jater | 
This is an unusually bo es 


HK$25 a share with the value of the 


| rights (in effect what shareholders lose 
if they allow their rights under, the 


issue to lapse) of no less thaniHK$40 a 
share, and the rights worth HK$15 in 


Lthe market. But even this does not ex- 


plain the frantic rise in the share p price 
following announcement of th 
ing. t 

The rights wilkr raise HK$90 y 







capital of only; HK$27 million;further 
reconstruction: is needed. A ‘tivo-for- 


one scrip issue will boost the capitalto 


HK$81 million, to be followed bvaten- 


:der offer of a further 19 million 4 new 


(HK$1) shares. pode. 
-IEP has not. announced the price. al 


which; these tender shares wilbbesold, 
nor to whom they will be offered. =. 


though it is assumed that one of the ob- 





by the US demand for semicondy tor 
drives and other co. 





puts off. pa a uste have | pore 
Government has re-started ka surveys 
d 


"The o leno sector, which RE ihe: 


T largest beneficiary of foreign: invest: 


ment and accounts for about a third of: 


, the export trade, has been buffeted by » 
1984; — Ale: : 


overcapacity since early 
Sa some new | MS | 





lies ahead as increased supplies. of: 


petroleum products. start flowing in’: 
from Saudi Arabia. and Euwnit; in: 


ier 
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| Wavish is expected tod 



















manager, 
nance, Bill Wavish, isleav 


‘cance because of the impressi on 
fac} gives that Hongkong permits co 

“| panies owned offshore and with nereal 
local activities or p manent represen 


than a tax.ec onvenience. IEF is : 
only such case, but its reconstruct 
igives the authorities 
qe on The move 
‘4 proval of shareholders and the. 
| stock exchanges. 






usinesses w 
zinvols bee l 
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potential. ! | 
The 1 Brierley gre up. has Pui 

d of compar “gin N 
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that TEP | is unius to: 
nesses in Hongkong follow 
tal reconstruction, But. 
Hongkong company as 
quire further: assets i 

















tions. Th appears to 
asset portfolio, like its's 
lowing, will continu 
Hongkong. 


C oincidental with new 
capital raising came f. 
ment that Hongkong. 
treasury al 





pany to join the Briert 
ney-based group opera 

















running the various 
subsidiaries in. Austr: 
rectly at least) with t 
ération. | B NEL 
Because [EP proposes incr éasing 
equity base by more than 10%, 
move Pi es the prior approval of i 
Office of the Commissioner for Secu 
ties and it seems likely that the 
will be looking for as much detail 
T a as i 

















its vere em 
One way of ensuring.a a wider ioca 
shareholding might be to insist thats 
tender offer is made te sharehold« 
with Hongkong addresses though TE 
might argue that this runs counter: 
its fiduciary duty to shareholders te 
maximise its capital-raising ability. 
The IEP case has a wider 8 





tation to be listed here as little mo 
not the 


a chance tot 
also requires the: 
de 













den, the target of a takeover bid, attracted most 5| , : 
of the interest. Hongkong and China Gas Co.'s 
good results and its proposed rights issue helped: 
timent while rumours of a possible takeover: 
id for China Motor Bus kept punters excited." 

| Seng. Index leapt by nearly 50 points} 
| to:close at 1,405.93, the highest" 
| A Volume rose to a daily ar 






period, sentiment ‘ihained depressed as the. | 


ig support and some bargain hunting. Turnover 
ilin the easier conditions. Metroplex continued: | 
; volume leader, with strong renewed interest in- 
another property counter, Malaysian Resources.” 
ancial counters closed slightly higher while... 
some fresh selling hit plantation stocks. Analysts“ 
cpect a revival of sentiment in the last two mar. 
t days before the Lunar New Year on 20 Feb. 








failed toymaterialise as foreign buyers? i 
ed down their buying, forcing local interest. 
e Singapore market to wane. Fraser's Indus- 
Index went down from 4,535.33 on 11 Feb. 
07.81 on 15 Feb. The daily average turnover” 
-four days of trading was 8.2 million 
sh: " Trading interest centred largely on biue 
. The other counters which were active were | 
“Electric and Sigma Metal, in which Malay- | 








ly ae significant interests, 










' alone accounted for P3.85 million and thif Was 


: done ata 10-centavo mark-up. Later, however, it 
_ yielded the gain. With PLDT a half-peso down; 
the commercial-industrial index declined 1.22 
i points to 113. 97. despite a 75-centavo apprecia-. 




















42. #2 on losses in ORS: A vang Benguet ÆA 









an ina ar pour run | that i briefly took the hase: 


! cord of 787.9:points on 15 Feb. before closing the 
186.2, ¢ gain. of 20 points on the | pe 















seas bargain- unters | in the industri l' 








1V Prices D. — t: g) s il lively from domestic takeover play. With 
st rading day: öf the period — buoyed by deve- | ! 
ents in the corporate front. Wheelock Mar- 
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arket closed on a mixed note with light cover- P 


IPORE: An expected Lunar New Year- 


n and politician Tan Koon Swan has | 












cuss. 2 million) E eic a volume of 184% 4 843 : s A, : . 
lion shares, a single big deal in Globe-Mac ay 


| tion in San Miguel. The mining index dropped- 


| lian All-Ordinaries Index to its January 1984 re- | 


eriod. b 





ssive performer, gaining 3.5% in value 
Dx. Losers recorded marginal setbacks, 


"st resource contracts written in US dollars, 


-the currency factor also added to the attractive- 


ness of resource stocks such as Queensland Coal 
"Trust and lifted heavyweight metal miners, with 
‘the All-Resources Index putting on a solid 20.5 
"points to finish at 484.2. 


| NEW Z 







ND: The rally gained strength 


[ with two oh-market cash bids, both for large 


companies, adding to investor liquidity. A boost 
' to bullish sentiment was also provided by in- 
| creased offshore ~interest in 


| TOKYO: The Nikkei-Dow Jones Average re- 


mained above the 12,000-point level in the | 


| period, and hit a new high of 12,169.92 on 16 
: Feb., reflecting a surge on Wall Street. Confec- 
` tioners lost ground as poisoned candy appeared 


| in Tokyo and Nagoya. The market made a defi- 


. nite turn away from drug and anti-cancer in- 
| terests while tapemakers and compact-disc 


- a manufacturers fared well — with the exception 
: of Pioneer. Analysts expect blue-chip electricals 


to be a major feature in March. Daily trading de- 


: . clined to an average of 365.8 million shares. 


' SEOUL: Prices and average daily 





Kukje-ICC Corp. The composite index dropped 


; by 0.77 of a point to 135.24, close to the lowest of _ 
] the year, while trading volume was down to 
about 10 million shares. Losers 


included 
machinery issues, down by 9.41 points, and 


ences equipment, down 6.41 points. Gainers | i 
included wood products, up 5.25 points, and fab- 


:ricatéd metal, up 3.97 points. 


DM KOK: re was lacklustre ahead of 
the imminent Lunar New Year holidays, though 
“a number of stocks posted impressive gains in 
anticipation of good corporate results. The Book 
Club Index closed at 125.58, down 0.46 of a point. 


Strong performers included BATA, Strong Pack | 
and Sermsuk. Volume fell to 755,362 shares val- . 


ued at some Baht 100.4 million (US$ 3.59 million) 
ora daily average of Baht 25.11 million. 


| TAIPEI: The weighted index closed 7.53 points 
up at 792.13 in a shortened period dominated by 
concerns over troubled Cathay Trust and Tenth 


Credit Cooperative. This led to an 11. .03-point 


decline on 13 Feb. as investors reacted to arunon 


Cathay by its depositors. But the market re- . 
bounded on the final two days of the period, as | 
| the bank. run eased and institutional inves tors ^ 
1 i moved to support Cathay' s stock. Turnover was 
dector; 1 g 








dp at NT$654 milion 1 (UBS. 35. million). 


: it of arkes in Asia in the shortened - 


New Zealand . 
: Interest rates have continues to rise as 


ding vol- | 
: ume both declined in the period. Reasons in- | 
' cluded political uncertainty caused by big oppo- | 
_ sition gains in the recent general election and re- 

ports of a serious financial crisis gripping the 
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Asia seriously. 
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QU aN ee d E E "o Lm i N, ds d 
eee A - — — m — The 13th edition of the All-Asia 
To C-— .-— LM INE ie hg 
ao Se ge vv vm Guide is simply crammed with 

La. ai i - aes m 7 P ę i 1 » E 


new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


All of which adds up to over 
700 pages of vital information for 
— 1 business and pleasure travellers 
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Swe SS o9 on = ; dada dat Peu. ! ei in Asia. 
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e e | e,e To make sure of your copy, 
Now in its 13th Edition. snd oF the coupon today, 
GEM eS Se SP ae ES a SS oe eee A ees ees ee a a SS [US Se um 
To: Publications Division, The ALL-ASIA GUIDE ^d 
| Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern i 
i Please rush me copy/copies of the ALL-ASIA GUIDE; 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most | 
ovdi ds respected business weekly. 
I No. of copies Cl by surface C] by airmail* R0228AG13 i 
| ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8.75/S$25/M$27.50 each 
i *For airmail delivery, please add:- HK$45/US$6/£4, 25/S$13/M$14 per copy i 
f "me S ae ee 9 s Jn aA D dioe sS Uva NDS EE "or i 
| Address i 
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į middie rates. i 
3 months torward: Japan 269107, Hongkong HK$7.724. Singapore 582.230. 
Singapore- Malaysia: S51 M$1. 134, A's : 
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Source: Tiss Magen anc ordei Brig Coq. fer banknote selling tates and 
official rates when available on the Hongkong market. Reuter torspot and 
lorward rates from local and international markets, ——— 
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N ot long before the Meiji Restoration 
in 1868, the mountains of Japan 
were known only to a few ascetics, 
priests, hunters and charcoal-burn- 
ers. But with the opening of the 
country, Westerners — with what one 
contemporary writer described as “a 
mild form of madness” and usually 
British, “for the people of that nation 
like to do what is disagreeable to 
them and glory in their vigour” — 
began to climb and explore the hills 
for pleasure. 

Among them was William Gow- 
land, a mining engineer connected 
with the Osaka Mint, who is credited 
with giving the name “Alps” to the 
mountains of Japan. He used the 
term in his Japan Guide published in 
1981. 

Another was Lady Parkes, wife of 
the British minister, who was the first 
woman to climb Mt Fuji and helped 
to democratise the mountains and 
break down the. prejudice against 
women climbers which had strong re- 
ligious roots in Japan. She stood on 
Japan's highest point (3,776 m) in 
1867. 

But the best remembered is the 
man who did most to awaken Japan- 





ESLETTER FROM THE ALPS 


Mt Fuji: the Weston Memorial: a veneration for high places. 





the Azusa river from a brass relief at- 
tached to a shady rock. Some of the 
visitors leave a “goen,” a ¥5 coin at 
the memorial, a common practice at 
mountain shrines in Japan, where the 
peaks have sacred associations. The 
word goen also means bond or close 
relationship, implying that the visit- 
ors will remember Weston and in turn 
be remembered by him. 

Deep in the Japanese national 
psyche is a veneration for peaks and 
high places which goes back to pre- 
Buddhist days when it was believed 
mountains were entrances to heaven 
and hell and were a no-go land inha- 
bited only by spirits. 


uring the 7th century a kind of 

mountain asceticism developed, 
made up of elements of Buddhism, 
Confucianism, Shin- 
toism and Taoism. 
Priests;»would inter- 
cede on behalf of the 
people with the yama- 
nokami(the mountain 
god) -whp was essen- 
tially-amoral, neither 
good nox bad, but who 
manifested himself as 


TI 
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ese interest in the mountains — an 
English vicar named Walter Weston, 
whose climbing between 1888 and 
1915 earned him the title “father of 
mountaineering. " 

In Kamikochi — twinned appro- 
priately, with Grindelwald in Swit- 
zerland — thereis a memorial to Wes- 
ton which is seen by most of the 
15,000 peak-season daily visitors to 
Japan's premier alpine resort. 

The image.of the bespectacled (all 
his life Weston was blind in one eye) 
and dog-collared vicar looks out on 


114 


benign or destructive according to 
the treatment received. Give him 
the proper offerings and worship 
and "he would bless the people 
with'&ood health and fortune; offend 
him’*by neglect or exposure to pol- 
lution by blood or death and he 
would send sickness and earthquake 

withhold rain so the rice wither- 


Today few Japanese believe in the 
old asceticism. But if most people are 
not particularly religious, they cer- 
tainly are superstitious about moun- 












tain shrines such as the one at Oyama 
on Tateyama in the North Alps, à 
popular place to visit. This shrine at- 
tracts 10,000 visitors a day at the 
peak of the summer season, though it 
is at least a two-hour walk from the 
nearest public transport up a very 
steep slope with loose rocks. The 

shrime does a noisy 
; trade in selling 
2 charms. It seems that 
8 every visitor buys one 

in the belief that a 

charm bought and a 


prayer offered is good 
insurance. 

When Weston 
climbed Tateyama 


there was still a line 
above which women 
could not go — “red 
pollution” (menstru- 
al blood), was abhor- 
rent to the resident 
god. In his famous 
book Exploration and 
Mountaineering in the 
Japan Alps, published by John Mur- 
ray in 1896 (and still an interesting 
read), he records that he was showna 
rock on the mountain which was re- 
putedly the petrified remains of a 
woman who had dared to go beyond 
the line. 

But with foreigners such as Wes- 
ton, Gowland and Lady Parkes show- 
ing them the way, curiosity overcame 
caution and the Japanese began to 
explore their mountains for them- 
selves. The first mountaineers were 
from the educated elite, students 
from the famous state and private 
universities of Tokyo and Kyoto. 
Soon, however, with the rapid indus- 
trialisation of the country, surveyors 
and engineers entered the mountains 
to build roads and dams. With easier 
access, hikers and sightseers prolifer- 
ated. Skiers followed, after an Aus- 
trian army officer — Theodor von 
Lerch — introduced the sport by 
training 30 officers of the 58th Infan- 
try Regiment in 1911. 

Today there are an estimated 10 
million skiers in Japan, part of the 
many millions who share a bond with 
the country’s mountains and peaks. 

— CHRIS McCOOEY 
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Save this much fuel 
With the all new A320. 





The A320 is so advanced it uses oy 
as much as 51% less fuel per seat than 7 
single-aisle trijets currently in service. 


And it offers greater revenue 2 Aint Airbus Industrie 


BEST RETWRN ON INVESTMENT 


earning capacity all round. Airbus A320. 
More economical by half. 





» 


* 


WESTIN HOTELS ASIA 


AKASAKA PRINCE HOTEL 
IN TOKYO 
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The Akasaka Prince 
Hotel. 40 storeys of 
luxury. 761 rooms with 
wide, spectacular views. 
12 superb restaurants 
and lounges. Over 30 
meeting and banquet 
facilities. Shopping and 
entertainment only 
minutes away. The 
wonder of the orient 
with all the comforts 
of home. 


WESTIN HOTELS 


Akasaka PRINCE HOTEL 


An at vieted note! Tokyo 
Call vour travel agent or the Westin Hotel 


2324028 AKAPRH] 


in your city or telex 


WESTIN HOTELS ASIA 
THE WESTIN CHOSUN 


IN SEOUL 


The Westin Chosun. 
Designed for the business 
traveller in the heart of 
bustling Seoul so you can 
do business where 
business is, and with the 
largest guestrooms in the 
city. Business center with 
24-hour telex and 
facsimile service and over 
30 airline offices. Finest 
dining and entertainment 
facilities. 
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THE WESTIN CHOSUN 


Seoul 


went or the Westin Hotel 
x K2425¢ 


d " 
travel 


Call your 


| your city or ter 

















~ 


- 
A sea of soldiers on paradt 


PHOTOGRAPHY 


Glimpses int 


China Unknown introduced by Davi 
Bonavia. China Guides Series 
HK$149 (US$19). 








AU of the thumb in popula 
publishing is that one should neve 
overestimate the knowledge of one' 
readers. Even allowing for that, how 
ever, the title China Unknown 1 
hardly exaggerated. Many of the pic 
tures in this superb picture book show 
us scenes even many China hands hav 
never seen. This is an achievement 1 
an overworked genre — exotic pictur 
books on China. 

Divided into pictures taken in dif 
ferent regions, the book concentrate 
on the so-called minorities of Chin: 
There are some wonderful photo 
graphs of Tibetans — not posed i 
front of the Potala Palace, radiatin 
serene wisdom, as is usual — but sit 
ting in a tent in southern Gansu, 
brand new TV set on the table; o 
shooting automatic rifles at a Tibeta 
version of the Highland Games. This i 
an earthy view of life in China — ther 
are hardly any pictures of the grez 
historical monuments. Instead we se 
rugged mountains, arid deserts, an 
snowy northern plains. 

To be sure, it is also a happy view 
There are no pictures of dire poverty - 
though the grime and holes in som 
peoples clothes do not point to afflu 
ence either; and those who want to se 
photographs of public execution: 
hideous housing blocks, polluted ir 
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oratory view. 


e unknown... 


istrial skies and other typical aspects 
Chinese life, will look in vain. 
China Unknown provides a celebrat- 
y view of a country on which the sun 
ually shines and the people smile. It 
the China, in short, to which most 
reigners are accustomed — in this 
nse, it is very much China known. 
But it is very well done. David Bona- 
1 has written a witty introduction 
uich, unlike many forewords, is also 
tormative. It is interesting to know, 
r instance, that the erotic interests of 
e Mongols include animals; or that 
ung ladies in Peking now wear 
iphanous dresses and get stuck in 
iffic jams between buses and night- 
l| removers or “honey carts." The 
age of Bonavia and his wife singing 
utzing Matilda in a Mongol tent is 
© an arresting one. 
Che book reminds one of the wealth 
photographic talent in Hongkong: 
> work of 13 photographers is repre- 
ited — Paul Lau's landscape pic- 
'es are particularly impressive. One 
the most vivid images in the book is 
i photograph of a peak in the Wuyi 
'untains of Fujian province. 
Jne little gripe: with such a wealth 
material, why did the publishers 
ve to include not one, but three simi- 
pictures of tropical paradise in 
inan. Also, a photograph of Taipei's 
and Hotel hardly merits inclusion in 
ook on unknown China. Apart from 
'se obvious fillers, the book is highly 
'ommended. — |AN BURUMA 
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historic Manila Bav righ 
in the heart of the cit 
Sprawling acres of 
tropical parkland. 70 
world «lass guestrooms 
offering breathtaking 
views of one of the 


The Philippine Plaza. On 


rhe 


world's greatest sunset: 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia's most 
spectacular pool 
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LETTERS TO THE EDITOR 


The right identity 

Malaysian politics has always been 
governed by racial issues, ever since 
independence from the British in 1957. 
The constitution and policies set up for 
independent Malaya then left much to 
be desired as they ignored the most 
fundamental factor in the stability of a 
country, the general well-being of the 
masses — the deprived and underde- 
veloped parts of Malaya (Malaysia), 
which were predominantly occupied 
by the Malays, as opposed to the more 
developed and well-off towns and 
cities. 

The New Economic Policy (NEP), 
therefore, was initiated with the aim of 
increasing not only the standard of liv- 
ing but also participation of this group 
of people in the development of the 
country. This is the right thing to do. 
After all, they constitute the largest 
proportion of Malaysians (in terms of 
race) and were ruling their own states 
before colonisation and the immigra- 
tion of the Chinese and Indians into 
Malaya. 

One may question, however, the ap- 
plication of the NEP (as opposed to its 
aims). If wrongly applied, it will obvi- 
ously not achieve its expensive aims. It 
is worth pointing out too that it is not 


“From the Opera House, 


Sydney’s great 
achievements.” 


A member of 
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SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-21 1-4541. 


the intention of the government to 
apply these policies in perpetuity. 
They are expected to end in the mid- 
1990s after which every Malaysian is 
expected to be self-reliant. Again, one 
may argue that there is nothing to stop 
the government from continuing those 
policies. 

But can any sensible government 
think that it can continue this kind of 
policy in perpetuity without feeling a 
backlash in social, economic and even 
security terms? It has to end, after 
which the next objective will be to 
create a “national identity" as a pre- 
requisite for national unity, rather 
than creating a racial identity, as ad- 
vocated by a central committee 
member of the Malaysian Chinese As- 
sociation [LETTERS, 8 Nov. 84} 
Gateshead, England L. K. YUEN 


Perilous phrase 


I found the opening sentence in the 
COVER STORY on crime and the Asian 
connection [27 Dec. 84] by lan Buruma 
and John McBeth — “A new yellow 
peril appears to be threatening clean- 
living Americans in the form of or- 
ganised crime” — racially repugnant 
As an Asian I particularly resent the 
phrase “yellow peril.” It reflects racial 





i — RSDIÓK D | 
| 


you look straight across to another of 


Service polished to 
perfection 
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is itself an inspiration 


the 


CRUA 


A REGENT * INTERNATIONAL HOTEL 


MELBOURNE NEW YORK SYDNEY WASHIRG TERN Di 


lotels of the World" 


—— 





This little Peugeot packs 


a lion’sheart. 


A new shape- young and sporty. 
But don’t be taken in; it's every 
bita Peugeot. Retaining Peugeot's 
exacting standards of comfort, 
strength and reliability. Plus a 
powerful 1360cc engine that gives 
this little lion teeth; and excellent 
roadholding that will show 

the others who's King of the Road. 
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many c fines orient ‘in the U : 
States, and carried out by Americans, 
have affected Southeast and South 
Asians. 
Bangkok 
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e The phrase was used ironically. 


Quote, misquote 


I am honoured to have been quot- 
ed in Property '85 [FOCUS, 28 Feb.] 
along with my colleague in Los 
Angeles, Graham Marriott. However, 
the percentages that I quoted were 
somehow transposed. It should have 
read ". . . higher-quality buildings go 
down as low as 5%, while those on 
lessor buildings or areas arrange be- 
tween 8.5-9%.” 

It should be noted that the capitali- 
sation rates are highly dependent upon 
the reversionary potential of a particu- 
lar property, as well as its location and 
quality of construction. 
San Francisco — - 


No Khomeini 


On balance, I thought your coverage of 
recent events in Sri Lanka [21 Feb.] 
was reasonably accurate, with one out- 
standing As ens the article History 
according to the Buddhist 'Khomeini,' 
which focuses on the Ven. Palipane 
Chandananda of Asgiriya. Although 
your o has probably cho- 
sen title- because it is an eye- 
catcher, I think it so misleading that it 
ruins the balance of an otherwise com- 
petent cover story. Chandananda may 
well be a spokesman for a Buddhist po- 
litical ideology, but to compare him to 
a religious leader like Ayatollah Ruhol- 
lah Khomeini, even in jest, is ridicul- 
ous. There are other prominent Bud- 
dhist monks in Sri Lanka who have 
adopted a much harder pro-Sinhalese 
stance. They are the ones Rodney 
Tasker should have seen. But none of 
them can really bear comparison with 
the fanatical Islamic clergy in Iran. 


BRUCE MATTHEWS 
Professor of Comparative Religion 
Nova Scotia Acadia University 


Referendum farce 


Zafarullah Khan [LETTERS, 14 Feb.] 
has got his facts wrong and has arrived 
at conclusions far removed from real- 
ity. Pakistan's referendum was a farce. 
The cunningly phrased question could 
never have been answered in the nega- 
tive by any Muslim of any shade. The 
referendum was not meant to renew 
the mandate for continuing the Islami- 
sation process, it was, in fact, meant to 
give some semblance of legitimacy to 
President Zia-ul Haq's dictatorship 
and to extend it for another five years. 

Also it is debatable that 95% of the 


JAMES G. SHAW 


votes cast were 3 ee: affirmative. The 3. 
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ma Meer aa hs. n yal 
g of 1971 to sh Tam a school 
teacher and know thath nordes of child- 
ren went merrily from one polling sta- 
tion to another freely casting votes. 

So far, the Islamisation of the bank- 
ing system has meant merely a change 
in the documentation and terminology. 
How can any bank advance (lend is a 
rude word) any money to businesses on 
a profit-and-loss-sharing basis and 
survive in a system where a vast major- 
itv of the assessees declare nil or very 
little profit to evade paying income 
tax? 


Karachi 
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Ihave the deepest conviction that: s= 
lamic teachings can offer solutions to — 
many of the world's problems — pro- - 


vided they are implemented at the pro- - 


per time. 

The importance of this subject and- 
the sublime style in which it was pied 
sented, makes me — and undoubtedly . 
many others — aware of the big loss by 
no longer having Awanohara (though I Hd 


am not acquainted with him p i 


ally) here among us. 
Jakarta 





Sprinkler systems are seldom noticed, Nor 
are smoke detectors, They are discreet sentinels 
constantly watching over your safety. 

Thats why at Holiday Inn we have rhem 
every where. Toensure that you are well prorected 
And in addition to sprinklers. we care about the 
other small but important details that can make 
your business trip a pleasure or a nightmare. 

Like you. we know that there's nothing worse 
than little things going wrong 

Which is why at Holiday Inn we'll take care of 
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the little things and let you get on with the big ones. 


....Wecare about the small things in life. 
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- For further information and reservations, contact your travel agent. 
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World banking 
is our business 


The BNP Group provides 

a comprehensive range of banking 
services in Asia. 

We are present in TAIPEI: 

_. BNP Branch 

Tun Hua Financial Building 

7 F 214 Tun Hua North Road 
General Manager: Jacques SAVARY 


We are also present in 

Hong Kong, India, 

Indonesia, Japan, Korea, 

Macau, Malaysia, 

the People’s Republic 

of China, Philippines, 
Singapore and Thailand. B N 
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16, boulevard des Italiens - 75009 Paris 
Téléphone: (1) 244.45.46 - Télex: 280605 
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New Zealanders, known in the northern hemis- 
phere as being “upside down,” have themselves 
stood nuclear-defence strategy on its head and 
threatened the fabric of their defence alliance 
with the United States and Australia — Anzus — 
since electing a socialist government. Prime 
Minister David Lange is following party policy and 
public opinion in refusing nuclear-armed and nu- 
clear-powered US naval ships permission to call, 
despite what he calls the 'ouch' this may involve 
for his country. Meanwhile, neighbouring Austra- 
lian Labor leader Bob Hawke is trying to remain 
buddies with the Americans without discrediting himself with his own 
anti-nuclear supporters. Asean and Japan watch from the wings. 
Review editor Derek Davies gets Lange's rationale in an exclusive inter- 
view, while correspondents Colin James in Wellington, and Hamish 
McDonald in Sydney, flesh out the picture with help from the REVIEW'S 


Asian bureaux. Pages 14-26. 


Page 12 

Pakistanis go to the ballot box and 
rebuff both President Zia-ul Haq 
by voting out his ministers and the 
opposition by voting at all. 


Page 13 

Indonesia — though still talking to 
Hanoi — toughens its stand on 
Cambodia in line with the rest of 
Asean. 


Pages 34-36 

With a new young prime minister at 
the helm, some expected India to 
reconsider its traditional ties with 
Moscow, but there is little sign yet. 


Regional Affairs 


Pakistan: Zia's gains and losses 
Indochina: Indonesia rethinks . . . 
Cover story: New Zealand's nuclear 
nexus 
Hawke sits on the centre Left 
disarmament fence n 
Asean, Anzus, FPDA, Zopfan or 
complete NWFZ? n. 
Singing out against nukes 
The defence, intelligence and 
weapons factors 
Japan unworried by Wellington but 
domestic pressure builds 
Interview/David Lange. Duplicity, 
geogr Wonderland and 


Cas New Delhi's Soviet 
connection 
It's roubles to rupees 
Cheap but at a price 
19th-century aid 
Sri Lanka: No rush to talk 
South Korea: A balancing act 


Cover illustration by Andy Tang. 


Page 36 

Sri Lanka’s President Junius 
Jayewardene ignores a chance for 
a summit talk with Indian Prime 
Minister Rajiv Gandhi, leaving little 
room to re-open dialogue with 
Tamil separatists. 


Page 40 

President Chun Doo Hwan reshuf- 
fles his cabinet, balancing moder- 
ates with political hardliners. 


Page 45 

Japanese police make little head- 
way in cracking the ‘monster with 
21 faces.’ 


Arts & Society 


Crime: Bitter silence surrounds the 
poisoned-candy saga 
Battles in the brotherhood 
Marriage: The vogue for five-star 
vulgarity 


Business Affairs 


Finance: Running to the bank in 
Taiwan 
Economic relations: Europe's 
half-hearted liberalism 
Dhaka's cotton problems — _ 
Oiling the wheels in Bangladesh — 
Marketing: Drinking to tradition 
Co eem a N 
EN Juggling the figures in 
Bangkok 
Selling a good name —— ——______ 
Trade: Reform upon reform in China — 
Projects: Running out of time in 
Canada 


Industry: India's taste of Hemlock —— 
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Runs on two financial institutions 
in Taiwan highlight the plight of a 
major business group and point up 
weaknesses in banking regula- 
tions. 


Page 57 

A sudden rise in popularity of an 
inexpensive traditional beverage 
has caught Japan's largest distiller 
off balance. 


Page 58 
Devaluation of the baht is nov to 


.cost Thai Airways ! 


dearly in increased debt seen 
ments. 


Page 70 
New commercial credits to the 


Philippines have been delayed in- | 


definitely because some smaller 
banks disagree with the terms. 


Page 72 

Malaysia's decision to halt new 
listings on the Kuala Lumpur Stock 
Exchange may yield some benefits 
for foreign investors. 


Page 74 

Sir Yue-kong Pao seems the likely 
victor in the takeover tussle for 
Wheelock Marden. 


Investment: An outward push in Taipei. 64 
Banking: Not-so-silent minority in Manila 70 
India: Where the rupee stops 70 
Kathmandu's foreign reserve ..... 71 
Policies: Thawing out liquidity in 
JO =e Se 
Growing on credit in Bangladesh — 
Companies: A target for the sharp 
in Hongkong. ——— — ——— 
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| ference with local and foreign 
media since. early July 1984, 
| *. President 
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pines chief of staff (on leave) 
n. Fabian Ver will be 
nstated should he be ac- 
quitted of being an accessory 
to the August 1983 assassina- 
on of opposition leader Be- 
gno Aquino. The formal trial 
began on 22 February. Marcos 
said the decision to support 
's reinstatement was made 
xy headquarters and regional 
and brigade commanders dur- 
ing a recent meeting. 
. — GUY SACERDOTI 


; fire broken say 
Burmese communists 
er an unofficial ceasefire, 
asting more than a year, be- 
A . Rangoon and 
urm. Communist Party 
(BCP). the BCP's clandestine 
and station on 17 ui 
















l, dn in n Hsipaw P E 
ung townships in the north- 
Shan state. 

It. also said that Rangoon 
ww has to face armed insur- 
ction. “from the Hukawng 
ley [in the north] to Three 















an obvious reference to 
) on-communist ethnic insur- 






is trying to unite. 


sty expulsion order | 


(ists in| Jew Caledonia have 


‘born white (or “Caldoche”) 
and four other members of the 
Caledonian Front, a small 
: ngly | in favour of 







“if acquitted — Marcos _ 


"In his first formal press con- 


Marcos stated that. 
d Forces of the Philip- | 


the 


Pagodas Pass [in the.south]"- 


groups with which the) 


— BERTIL LINTNER - 


ve. anti-independence ac- 











ad They include: 
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 darmes were injured. 


— HAMISH M 
Li Xiannian to mak 
state visit to Burma 
Chinese President Li Xian- 






nian is to pay a state visit to 
Burma in early March in re- 
turn for Burmese President 


tober-November 
pite Peking’s maintenance of 
| party-to-party relations with 
| the Burmese communists, re- 
: lations between the two gov- 
ernments are cordial and Pe- 
| king is providing aid to Ran- 
| goon for many development | 


projects. These inclüde tex- 


tiles and rice mills, a rubber- 
ball factory, a steam-powered 
electricity plant and a road 
and rail bridge to link the 
capital with the industrial 
town of Svriam on the oppo- 
site bank ofthe Pegu river. 

— M. C. TUN 


Harder line likely on 
Tamil terrorists 
| Sri Lankan President Junius 
Jayewardene indicated a hard- 
| ening government line on the 
country's ethnic troubles in a 
20 February address to parlia- 
ment in which he said a solu- 
tion-te the problem is impossi- 
ble "unless terrorism is first 
eliminated." He said there was 
solid. information that the 








Tamil rebels planned to aban- 
in 





don hit-and-run tactics. 
favour ofa head-on conf 
tation with the army. “The 
terrorists are attempting to 








he said. “If we 
do not occupy the border, the 
border will come to us. 

~ MANIK de SILVA 


| MCA rebels to be given 





*| ministerial jobs back 


Two deputy ministers who | 


resigned in 1984 following | 
their. expulsion from the 
Malaysian Chinese Associa- 










in the ruling National Front 
coalition, but were reinstated 
in the party under its recent 
"peace treaty" (Review, 14 
Feb.), will be re-appointed to 
their posts soon. They. are 
former EDU finance minis- 


= her Dat pipes Meri the 
. Prime Minister's Department 
| Datuk] Lee Kim Sai, : 





which 11 Kanaks and two gen- 


| down from 9.6% in 1984. In- 
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| shoottheir way into the heart 
| of Sri Lanka," 


tion, the major Chinese party | 


g "forecast ^ gross 
product growth of 
longkong in 1985, 






flation was expected to de- 


cline to 5.5% from 8. 1%. Pre- 
‘senting budget estimates for 


fiscal 1985-86 (ending 31 





| Mar ch), Bremridge said he. 
| San Yu's visit to China’ in Oe-| 
1984. Desi 


was expecting a deficit of 
HK$1 billion (US$128.2 mil- 
lion), compared with the latest 





Amcham cancels Manila 
meeting after fires 
The American Chamber of 
Commerce in*Asia-Pacific has 
cancelled its annual confer- 
ence scheduled for 22-23 
March in Manila because of a 
series -of hotel fires in the 
Philippine capital which the 
government. has attributed to 
"urban guerillas." The confer- 
ence was originally to have 
been held in. Baguio City but 
the fire at the Pines Hotel last 
October forced the postpone- 
ment and transfer to the Man- 


————— MARRE 


at the Regent. of Manila and 
threats against other estab- 
lishments led to the meeting's 
cancellation. The convention 


some 200-300 top executives 

of United States enterprises in 

the Asia-Pacific region.. ~ 
-—LEO GONZAGA 


| Australia grants 16 . 





foreign-bank. licences - 

Australian Treasurer Paul 
Keating announced.on 27 Feb- 
ruary that 16 foreign bank 


operate full banking services 
in competition with domestic 
banks. Six North American 
institutions: received licences: 
the Bank of America (in 
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Financial Sécretary Sir John. 
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ila Hotel. The 13 February fire | 


was to have been attended by |- 








registration. 


Smith). 
banks will be licensed: the 


Gouernqient spending wili 


rise 5% in 1985-86 to HK$38.3 
billion though capital: spend- 
ing will fall 15% to HK$8.€ 
billion while recurrent spend- 
ing will be up 13%. Direct 
taxes were unchanged except 
for some relief at lower salary 
levels, but an. additional 
HK$1.2 billion will be raised 
through increases in taxes on 
fuel, alcohol and. tobacco, new 
taxes on soft drinks and cosme- 
tics, and increased charges for 
airport Pare: and business 








; Zealand, and Deutschebank. 

Three Japanese banks got 
the nod: the Bank of Tokyo, 
the Industrial Bank of Japan 
(with three West Australian 
institutions) and Mitsubishi 
Bank (with the City Mutua! 
Life Assurance and. Howard 
Two other Asian 


Hongkong and Shanghai 
Banking Corp. (with the Vic- 
torian Economic  Develop- 
ment Corp.) and Singapore's 
Oversea-Chinese Banking 
Corp. Keating said Japanese 
authorities have agreed that 
four Australian banks would 
be granted fulllicences to ope- 
rate in Japan, subject to nor- 
mas poe MEE. 
_ — HAMISH McDONALD 


: South ith Korea launches 
ourth 





oreign fund 
^ new US$30 million trust 
fund to provide a vehicle for 


. | foreign investment. in South 
| Korean equities is to be offi- 


cially launched by the end of 


groups would get licences to | 
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March for. listing in Hong- 
kong. Called Korea Growth 
Trust, it will be lead managed 
by Jardine eming of Hong- 









| tiens 
at. Tr ist Manage- 
ment Co. (CITC), which said 


70% of the fund will consist of 
stocks and 30% of bonds, fall- 
NC to 20% from the second 








| will be. redeemable 
issue: The 
is co-managed 
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the going is a Mer with 
Tokai Bank. 


Entering a new market? Trying to get the most out of an old 





one? Tokai can help. With 32 international offices and more than 
1,100 correspondent banks, we give you fast access to a world of m 
information and analysis. Our advice is tempered by over 100 
years of experience. And we have the financial resources to put 
your ideas into action. 
Tokai can also guide you through the intricate Japanese i 
market. And because we maintain strong connections with the 
entire spectrum of business and governmental interests, we can 1 
offer almost unlimited access. | 
SO for everything from local bond issues to global q 
computenzed banking, talk to Tokai. And see how we can make 


AM TOKAI BANK 


The International Pathfinder 


Head Office: 21-24, Nishiki 3-chome, Nake-ku, Nagoya, Japan Tel: 052-211-1111 
International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Tokyo. Japan Tel: 03-242-2111 


the going easier for you. 
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b tor yourself whether any other single 
it pd economic, , social and political realities 


win Its 26th Edition 

Asia 1985 Yearbook, celebrating its 26th anniver- 
ary, is bigger and more comprehensive than ever 
fore. Matching the rapid pace of Asian development, 
have gone into greater detail, with deeper insight, to 
ce a book that anyone who has any dealings with 
ia should have on the bookshelf. 





Asia 1985. Yearbook includes a newcomer to every 
ap er — the Databox which gives an instant glance of 
tial data. You will find familiar chapters and fea- 





'estment, Commodities, Energy. Aviation, Shipping, 
ade & Aid, West Asia, South Pacific and Asian 
Organisations. | 


i he main body of the book contains chapters on 31 
c ies. Each. is divided into 3 sections — Politics/ 
eign Relations, Economy/Infrastruc- 












Korea. and. apan, down through 
; Australia. and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. | 








charts, tables and gra hics to illustrate the material, 


es as well: a Regional Round-up, The Power Game, | 
opulation, Development Banks, Asian Finance, Asian 


‘am Afghanistan through. China, to = 
the Philippines. to. 





and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire. prided by Yearbook 
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| How We » Did It 


Published by the Far Eastern Eclgioiic Review! the 


: Yearbook i is the result of thousands of man-hours spent 


every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regul arly for 26 years) to 
keep thé Asia Yearbook pertinent. To c give you Asia, 

minus the mystery, minus the myth: To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21 95/£16. 75/8$47/MS50 
Hard Cover: HK$200/US$25. 95/£20/S$56. wies 
For airmail delivery, please add: A 


HK$45/USS$6/£4,50/5$12.50/M$13.50 . 
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As in the past, the Yearbook has an abundance a E 
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. Please rush me copy/copies of the Asia 1985 Yearbook as 





To: Publications Division, 

Far Eastern Economic Review, 
GPO. Box 160. 

Hongkong 
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Four United States companies 
are presently negotiating with 
Japanese securities firms to have 
their stocks listed on the Tokyo 
Stock Exchange, according to 
Tokyo securities sources. One of 
the companies, Walt Disney 
Productions, is said to be seeking 
Nomura Securities’ sponsorship 
for its stock. Hospital Corp. of 
America is also said to be among 
the four. a! 


PLANE AMBITIOUS 

After having rejected the idea of 
buying an expensive high- 
performance fighter aircraft in 
October 1984, the Indonesian 
Government has apparently 
changed its mind. In January it 
asked the United States to allow 
it to purchase advanced F16A 
aircraft. Analysts in Washington 
are concerned by what they 
regard as an incipient intra- 
Asean arms race. Indonesia’s 
request for the aircraft, which 
cost US$27 million each, said one 
analyst, means only one thing: 

" [President] Suharto cannot 
stomach the prospect of 
Singapore having a more modern 
fighting force than Indonesia.” 
Early in 1984 Singapore placed 
an order (the only one so far) for 
eight less-powerful F16/79 


aircraft (REVIEW, 5 Mar. '84), 
which it is later believed to have 
upgraded to include an option on 
the more expensive F16A. No 
decision has yet been taken on 
whether or not to sell Singapore 
the aircraft. 





PALACE COUP 


Philippine President Ferdinand 
Marcos will soon make his first 
journey outside Malacanang 
Palace since falling seriously ill 
in mid-November 1984. Senior 
military officials told the REVIEW 
that Marcos has accepted an 
invitation to address 
commencement exercises at the 
Philippine Military Academy in 
Baguio City on 22 March. 
Meanwhile, Marcos was given a 
less-than-clean bill of health 
from an outside source — a doctor 
travelling with a Japanese trade 






mission organised by Keidanren, 
the federation of Japanese 
industrial groups. When the 
mission called at the palace on 12 
February, the doctor said that 
Marcos definitely *looked worse" 
than when he had met the 
Mee sen five years earlier. The 
eidanren mission, which also 
visited other Asean capitals, had 
even worse news for its hosts — it 
said that the Japanese business 
community was not prepared to 
make any further investments in 
the Philippines for the time being. 


SELF-SERVICE 


Malaysia's Heavy Industries 
Corp. (Hicom) may build an 
ethylene plant using natural-gas 
feedstock from offshore fields 
near Trengganu. A Taiwan 
consultant's report received in 
January suggested production of 
both high- and low-density 
polyethylene for the plastics 
industry: the project would 
proceed jointly with Malaysia's 
national petroleum corporation, 
Petronas. Hicom's United States 
consultants, Lummus, are now 
reportedly vetting the scheme. At 
present, most of Malaysia's gas is 
shipped under pressure to Japan; 
a much smaller amount is 
processed into urea at the Asean 
Bintulu fertiliser project. 
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HONGKONG 

China is to officially upgrade the Hong- 
kong and Macau Affairs Office in the 
State Council toa full ministry, according 
to Peking reports (26 Feb.). 


INDIA 

India's spy scandal mainly involved in- 
dustrial secrets passed on by low-level of- 
ficials, Prime Minister Rajiv Gandhi said 
in a newspaper interview. A state legis- 
lator from western India and two of his 
supporters were killed in a gunfight with 
police, the United News of India reported 
(21 Feb.). The Rajasthan state government 
resigned as violent protests spread over 
the slaying of a popular prince (23 Feb.). 
Curfew and shoot-on-sight orders were 
imposed in two cities after at least seven 
people were killed by police during vio- 
lent protests over the killing of the prince, 
the Press Trust of India said (24 Feb.). At 
least 200 people were wounded when stu- 
dents clashed with police in Bhopal, the 
All-India Radio reported (26 Feb.). 


PACIFIC 

Five leaders of a rightwing settlers' 
party in New Caledonia accused of pro- 
voking clashes between police and milit- 
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ant Kanaks were ordered to leave (21 
Feb.). The five French settlers went into 
hiding while their lawyer started a legal 
battle to have the expulsion order stop- 
ped, it was reported (22 Feb.). More than 
15,000 anti-independence demonstrators 
ended a peaceful protest in New 
Caledonia, and issued a threat to Paris 
that they would organise a vote on their 
own autonomy plan for the territory 
(26 Feb.). 


PAKISTAN 

The government arrested four leading 
opposition politicians to block rallies 
which they had planned against the gen- 
eral election (18 Feb.). Two people were 
killed and 24 wounded in clashes between 
supporters of rival candidates in the elec- 
tions, police said (25 Feb.). President Zia- 
ul Haq dissolved the cabinet after five of 
his ministers were defeated in the election 
(26 Feb.). 


PHILIPPINES 

A Roman Catholic bishop, three nuns 
and five other people were kidnapped by 
unidentified armed men on a highway in 
the southern Philippines, church and 
military officials said (22 Feb.) The 


bishop and his eight companions were 
freed unharmed by the Muslim Moro Na- 
tional Liberation Front (25 Feb.). Four 
private security guards who challenged 
the military's version of Benigno Aquino's 
assassination and were to appear in court 
as witnesses in the trial of Gen. Fabian Ver 
are missing, a court sheriff said (26 Feb.). 


SOUTH KOREA 

President Chun Doo Hwan reshuffled 
his cabinet and appointed Lho Shin Yong 
as the new prime minister (18 Feb.) 


TAIWAN 

A Taiwan gang leader accused in the 
murder of author Henry Liu was asked to 
spy on China and has admitted to plan- 
ning the killing with a top Taiwan intelli- 


gence official, the San Francisco 
Examiner reported (24 Feb.). 
THAILAND 

The army accused Vietnam of deliber- 


ately shelling a group of villages deep in- 
side Thailand, killing five civilians and 
wounding seven (18 Feb.). Vietnamese 
troops fired several mortar rounds into 
Thailand, Thai military officers said (22 
Feb.) 
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. Zia's gains and losses 
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The opposition boycott fails but the voters defeat five ministers 


By Husain Haqqani in Islamabad 


akistani voters in large numbers 
rejected an opposition call for a 
boycott of the 25 February na- 
tional assembly elections, and at the 
same time rejected five of President 
Zia-ul Haq’s ministers and several 
others associated with his martial-law 
regime. 

The 52% turnout reported by the 
election commission was seen as a de- 
sire by a large part of the electorate to 
partake in Zia's non-party variety of 
polling in his first slow step towards a 
return to civilian rule since deposing 
former prime minister Zulfikar Ali 
Bhutto in 1977. But, while voter par- 
ticipation was a signal to the opposi- 
tion to join the political process, the 
people also used their votes to express 
dissatisfaction with members of the 
government. 

Zia, himself, had carefully prepared 
his position for this eventuality by say- 
ing in advance that he would not see a 
vote against ministers as a vote against 
his government. Avoiding putting his 
own prestige on the line for them, he 
told a press conference the night before 
the polling: “The ministers are running 
as individuals and, though I pray for 
them, if any of them loses it will be a re- 
flection of the government's impartial- 
ity and fairness." 

This was a point taken up by West- 
ern diplomatic observers after the vote 
was counted. *People voted and their 
votes were counted fairly," one said. 
"Whatever his failures in other re- 
spects, Zia certainly proved that his 
elections were no fraud and that Pakis- 
tan is prepared to give his transition 
plans for democracy a chance." 

At least as a token of recognition to- 
wards popular sentiment expressed in 
the vote, as results started coming in 
Zia dissolved his cabinet — though he 
had refused to do so before the polls, 
despite demands by candidates stand- 
ing against ministers. 

Zia had said before the voting he 
would consider a 40% poll a success 
against the opposition boycott. The 
good voter turnout reported by the 
election commission was corroborated 
by independent observers, diplomats 
and foreign journalists. Unlike the 
controversy over voting figures for the 
controversial referendum two months 
ago — which Zia declared had con- 
firmed him in office for another five 
years — there was little argument this 
time that a majority of registered 
voters exercised their franchise, 


12 





though there were some objections 
from opposition party leaders. 

Asghar Khan, leader of the Tehrik- 
e-Istiqlal party — the only leading op- 
position figure not arrested before the 
voting — claimed that the figures had 
been faked and that it was really no 
more than 5-15% in cities and 15-25% 
in the rural areas. In London, Bhutto's 
daughter Benazir — acting leader in 
exile of the Pakistan People's Party 
(PPP) — claimed Zia failed to get half 
of the 40% vote he wanted. 

But the opposition could not have it 
both ways. The defeat of Zia's minis- 
ters and surprise victories by relatively 
unknown candidates against estab- 
lished constituency bosses, which they 
hailed, actually added to the credibil- 
ity of the elections. 

At least six people were killed in 
clashes between supporters of rival 
candidates in various places on polling 





“(The opposition] has been gagge 
and bound," said Arshad Chaudhury 
assistant secretary-general of th 
MRD and one of a handful of th 
group's leaders to be free on electioi 
eve. "We have no way of organising o 
reaching the public but the people ar 
politically aware and they will sta 
away from the sham election like the 
boycotted the referendum." But it ap 
peared, in the event, that the govern 
ment's strict measures managed t 
obstruct the opposition, whose mes 
sage remained unheard during th 
election campaign. 

Opposition leaders expected vote 
apathy to help their boycott but the ef 
forts of more than 1,000 national as 
sembly candidates for the 210 con 
tested seats (seven had already beet 
elected unopposed) heightened in. 
terest in the campaign. 

“The voters decided not to forgo th 





day, but the run-up to the elections, by 
and large, was peaceful by South Asian 
standards. While the 11-party opposi- 
tion Movement for Restoration of De- 
mocracy (MRD) did little to campaign 
for a boycott, it was handicapped 
severely by large-scale arrests of poli- 
tical activists days before the election. 

Officials insisted that only 369 peo- 
ple were “placed under preventive de- 
tention” around the country, and Zia 
told newsmen they would be released 
after the elections. But opposition and 
police sources said the number of de- 
tainees was far bigger, with possibly 
1,500 opposition activists arrested in 
Sindh province alone. MRD attempts 
to hold small demonstrations on elec- 
tion day in Karachi and Lahore were 
foiled by the police and security forces, 
including the military, who patrolled 
most cities to prevent anti-election ac- 
tivities. 


opportunity of getting some share in 
participating in the political process,” 
an opposition politician conceded, 
adding that the MRD would have to 
review its strategy in light of the elec- 
tion results. According to this view, the 
policy of confrontation has borne no 
fruit during eight years of military rule 
and more people are now ready to ac- 
cept the military's terms for restora- 
tion of democracy, even if only on a 
limited scale. 


Ithough more attention had been 
A paid to the question of voter in- 
terest than to who was likely to 
win, election results proved to be signi- 
ficant. The absence of political parties 
from the election scene did not make 
the elections as apoliticial as Zia had 
hoped. 
As well as the ministers defeated, 
two of Zia's advisers were soundly 
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beaten and several traditional leaders 
who accepted membership of the 
nominated quasi-parliament, Majlis- 
e-Shoora, failed to be returned to the 
new assembly. The opposition had la- 
belled the election *a contest between 
loyalists," but results indicated that 
voters went for middle-class candi- 
dates against feudal ones and preferred 
opponents of martial law over those 
closely associated with the regime. 

“None of the candidates was pub- 
licly anti-Zia or opposed to Islamisa- 
tion," observed a senior military offi- 
cial, "but some candidates cam- 
paigned against members of the gov- 
ernment or against specific policies 
and won." In many cases the results 
were surprising. Traditional politi- 
cians, some of whom have held seats 
and changed parties for decades, lost 
to less-known lawyers or former stu- 
dent leaders with clear ideological 
commitments. t 

Despite his prior disclaimer that de- 
feats of ministers would not be a blow 
to him, Zia obviously. did not expect 
the defeat of almost all the ministers 
running, including some of his most 
trusted political associates. Informa- 
tion and Religious Affairs Minister 
Raja Zafarul Haq lost to a multi-mil- 
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lionaire former air force officer with 
no political past. Former president 
Ayub Khan’s son, Gohar Ayub, de- 
feated Water and Power Minister Raja 
Sikandar Zaman whose family had 
held the seat for years. Other losers in- 
cluded Defence Minister Ali Ahmad 
Talpur, Culture Minister Arbab Niaz 
Mohammad, Labour Minister Ghulam 
Dastagir Khan and Minister of State 
for Social Affairs (with cabinet rank) 
Mahmud Ali. 

Most lost by wide margins and 
Arbab, head of an influential 
Peshawar family, also suffered the 
humiliation of defeat in his hometown 
at the hands of a 28-year-old lawyer 
without an influential background. 
Among political parties not boycotting 
the polls, 27 members of the Pakistan 
Muslim League and 10 of the Jamaat- 
e-Islami were returned. The jamaat 
failed to retain seats in its Karachi 
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stronghold, but won two seats in La- 
hore, four in North-West Frontier Pro- 
vince and one in Baluchistan for the 
first time... 
A total of 47 former niembers of the 
PPP also won, though¢most of them 
come from the party's feudal section. 
These members could play the role of 
opposition in the new assembly but 
some of the other independent, first- 
time parliamentarians could also take 
the lead in questioning policies of the 
government, Although the assembly 
has several identifiable groups, itis not 
clear as to how a majority will emerge 
to form a government. | 
Zia has yet to announce the constitu- = 
tional amendments he proposes to im- | 
plement before the convening of parli- 
ament, but he has said there will be no 
move to curtail the powers of the as- 

















INDOCHINA A 


indonesia 
rethinks... — 


Mochtar is to visit Hanoi, though | 
there is slim chance of a 
breakthrough on Cambodia 


sembly members has made it more dif- 
ficult for Zia to guide the house in a di- 
rection set by him, and at least some of 
the newly.elected assemblymen will 
insist on.major concessions over the 
lifting of martial law. 

Sources close to the president told 
the REVIEW Zia is confident that there 
will be no. confrontation between 
parliament and himself, at least in the 
initial phase. He in- 
tends to start meet- 
of the new assembly ndonesian Foreign Minister Mochtar li 
before its first ses- Kusumaatmadja, Asean's designated | 
sion and will also | “interlocutor” with Vietnam, will fi- 
watch for the forma- | nally visit Hanoi this month. The 
tion of groups or | much-postponed trip comes on the 
parties. Zia is still | heels of the second annual “unofficial” i 
resisting the idea of | but high-powered Vietnam-In- | 
forming a party of | donesia bilateral seminar between the | 
his own, though some | two countries’ leading think-tanks 
of his associates be- | Vietnam’s vigorous dry-season of- 
lieve that to be the | fensive in Cambodia this year and the 
only course open to | resulting hardline stances asserted by 
him. It is possible he | the foreign ministers of Asean and In- 
will retain martial | dochina at their respective conclaves ] 
law to keep the new assembly from.be- | recently, cast a noticeable pall over 
coming too independent and remove it | both the seminar and the Mochtar mis- 
gradually as and when he secures the | sion. Asa result, little substantive pro- 
assembly's cooperation for the new | gress is expected on the Cambodia 
civilian government. question during his trip 

"Credible elections have certainly There is no indication that Mochtar 
paved the way for liberalisation and a | has any mandate, as an interlocutor, to 
return. to democracy," observed a | soften the Asean line. That would 
Western diplomat in Islamabad. “New | mean eating more crow than either In- 
potential leaders have emerged and | donesia or Asean 1s prepared to do at 
Pakistan has a.chance of entering an | present. But on a bilateral level, at | 
era of conciliation." Most observers | least, he might be able to pave the way i 
agree that the failure of the MRD to | for Vietnam's participation in the 30th 
successfully boycott the polls, coupled | anniversary commemoration next 
with the possibility of a new par- | month of the first Afro-Asian Confer- 
liamentary opposition, could lead to | encein Bandung, West Java. 
the collapse of the established opposi- At the original 1955 conference, à 
tion leadership. seminal event in the history of the non- 

A widely held view is that the mili- | aligned movement, Vietnamese Pre- 
tary leadership also will now have to | mier Pham Van Dong was a delegation 
be more flexible in dealing with the | chief, as was Prince Norodom 
representatives elected under its own Sihanouk of Cambodia, now the nomi- 
ground rules. E | nal chief of the Asean-backed tri- 
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Kampuchea coalition. Indonesia h 


— perhaps somewhat wistfully — th: 
if figures such as these can be brought 
together (along with possible delega- 
tions from such interested parties as 
China and the Asean states), some pro- 
gress might yet be made on the Cam- 
bodia question, particularly since the 
worst of the dry-season fighting will 
by then be past. 

Vietnam's current offensive has 
brought diplomatic activity on the 
Cambodia question to a virtual 
standstill, in marked contrast to a year 
ago. At that time — when Indonesia’s 
armed forces chief Gen. Benny Mur- 
dani, on a visit to Hanoi, said Vietnam 
was not a threat to Southeast Asian 
security, and when the first of the bilat- 
eral think-tank seminars was held — 
Jakarta’s apparent overtures sparked 
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donesia's military and Foreign Minis- 
try. Mochtar, Murdani and Jusuf 
Wanandi, executive director of the 
Centre for Strategic and International 
Studies (CSIS), the Indonesian co- 
sponsor of the seminar, were quick to 
deny any such inference (REVIEW, 1 
Mar. 84). 





n ut this year Indonesia's particip- 
ants at the seminar toed the Asean 
line, and Wanandi (representing the 
army-linked CSIS) accompanied the 
15-member Vietnamese delegation on 
its courtesy call to the Foreign Minis- 
try. The change in tone from 1984 to 
1985 is highlighted by comparing 
Wanandi's statements in the two suc- 
cessive years. In Hanoi last February, 
he declared: "Indonesians are con- 


A "moral" stand others cannot afford 





New Zealand's 


nuclear nexus 


By Colin James in Wellington 


ew Zealanders are used to being 
N ignored and unnoticed. Now sud- 

denly their country is on front 
pages of newspapers, and ironically for 
a country that has been quick into wars 
fought by their protectors overseas, it is 
over a determination to opt out of the 
nuclear age which threatens the core of 
the country's defence alliance — the 
Australia, New Zealand and United 
States (Anzus) treaty. 

Anzus was signed in 1951 at the 
insistence of Australia and New Zea- 
land, which had been left unsheltered 
after the defeat of Britain in Asia by 
the Japanese in World War II. The two 
staunchly  pro-British dominions 
wanted a Nato-like commitment from 
the US to supplement the weakened 
British presence in the region. 

Association with Britain continued 
— New Zealand troops were involved 
in the British operation against 
Malayan communists in the late 1950s 
— but on a declining scale as Britain 
withdrew into Europe. With the col- 
lapse of the South East Asia Treaty Or- 
ganisation in the 1970s (of which New 
Zealand was a member), Wellington's 
defence links have been confined to 
Anzus, apart from a token force 
stationed in Singapore and some par- 
ticipation in United Nations or other 
multinational peacekeeping forces. 
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Anzus thus has become not just the 
cornerstone, but almost the only stone 
of the country’s defence. Progressively 
it has been drawn into the US orbit, 
sharing intelligence and taking part in 
a range of joint exercises and staff co- 
operation. 

New Zealand went into the Vietnam 
War to support the US reluctantly and 
with only a token contribution. The re- 
ward then and since has been a par- 
ticularly friendly US stance on any is- 
sues that threaten New Zealand ex- 
ports — mainly involving meat and ca- 
sein (milk protein) and, as time passed, 
an increasingly wide range of man- 
ufactured goods as well. On numerous 
occasions the administration has ac- 
tively intervened on New Zealand's 
behalf against congressional moves. 

The cost of Vietnam internally was 
the emergence of a strong anti-war 
movement with anti-American over- 
tones. Politically that movement found 
expression mainly in the Labour Party 
and in the leftwing of the trade union 
movement. Initially it had nuisance 
value only within the Labour Party, 
but with a big influx of liberal-minded 
members during the late 1970s and 
early 1980s, when membership 
climbed from 15,000 to 80,000, the left- 
wing found a strong ally on anti-nu- 
clear issues. 









am's side 


In his latest seminar presentation, 
though, Wanandi stressed “the ball [is] 
in Vietnam's court . . . it does not seem 
that Asean can do much without a seri- 
ous move” by Hanoi. As for the stated 
Vietnamese precondition for a 
negotiated settlement of eliminating 
the Khmer Rouge, Wanandi wanted 
specifics: “Firstly, how would the 
Khmer Rouge be eliminated, militarily 
and politically. Secondly, what is 
meant by the Khmer Rouge?” 

Pham Binh, head of the seminar's co- 
sponsoring think-tank in Hanoi, of- 
fered no explicit response either in his 
paper or in subsequent questioning. 
Nor do the Vietnamese really need to 
respond too readily to Asean's an- 
xieties, a source connected with the 
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The short-lived Labour government 
of Norman Kirk had, between 1972 
and 1975, refused visits by US nuclear- 
armed warships. That caused friction 
between Washington and Wellington, 
but the Americans held back from 
bringing the issue to a head — and the 
patience was rewarded when the con- 
servative National Party government 
of Robert (now Sir Robert) Muldoon 
took power in 1975. Muldoon im- 
mediately and loudly welcomed re- 
newed visits by US ships, nuclear- 
armed or not. The policy was: “We 
don't ask and they don't tell us” whe- 
ther nuclear arms were aboard. 

The ship visits were popular. The 
great bulk of New Zealanders — and 
that goes for most of those opposed 
now to ship visits — are personally 
pro-American. 

On the other side of the coin, each 
ship was met at harbour entrances by 
large flotillas of anti-nuclear protest- 
ers. The tide of opinion against nuclear 
arms began to rise. It had been kicked 
sharply along by the Kirk govern- 
ment's high-profile opposition to con- 
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conference privately concedes. Nöt- 


withstanding Asean bluster (and the 
official Indonesian Foreign Ministry 
position), this Source points out, 
Hanoi's already Strong position has 
‘Only been enhanced, at least in the 
short run, by its latest military gains. 
With the military momentum 
Strongly in its favour, time was on Viet- 
ham's side, it had only to hold on in 
Cambodia for the international com- 
munity to increasingly accept the fait 
áccompli of its presence there. 

“If Hanoi has disdppointed the hopes 
some Indonesian officials held this 
time last year that 4 negotiated solu- 
tion to the Cambodia question was at 
hand, this does not mean that Jakarta 
has reconciled itself to China benefit- 
ing from, the prolonged conflict in 
Cambodia. The ¢dfcern that Asean 
may now have swung too far in sup- 
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tinued French atmospheric testing of 
nuclear weapons in, New Zealand's 
“backyard.” In a gesture that grabbed 
world headlines and eventually forced 
the tests underground, Kirk sent a fri- 
gate into the test zone at Mururoa atoll, 
with a junior minister, Fraser Colman 
(now minister of works) on board. 

"o, while welcoming nuclear ships, 
So also began to take a 

higher profile in promoting nu- 
clear disarmament, speaking for it at 
the UN and on other international 
platforms, such'as the South Pacific 
Forum. In the wake of a Royal Com- 
mission report, the government also 
abjured the use of nuclear power, and 
Muldoon décteed against nuclear 
weapons on NeW Zealand soil. 

The current National Party leader, 
Jim MeLay,.has reinforced this ap- 
proach. In à policy statement support- 
ing Ship visits released on 18 February, 
he first underlined his party's firm 
commitment to world peace, freedom 
and nuclear disarmament, its refusal 
as a governmen} to acquire or use nu- 
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porting China's interests was retiected 


by the same source who characterised 
as “reckless” the ‘appeal at the 
Bangkok meeting on 11 February of the 
Asean foreign ministers for enhanced 
foreign ‘military assistance to the 
Khmer resistance. “Who could they be 
aiming such an appeal at except China, 
whose further intervention could 
hardly help regional stability?" he 
said. 


bout all Asean could do realisti- 

cally, he concluded, was to wait 
out the demise of a few key figures in 
Vietnam's own aging and hawkish 
politburo, though there was no assür- 
ance that the still-unidentified suc- 
cessors to thecurrent Hanoi leadership 
would be any more flexible on the 
Cambodia question. However, they 
might be more susceptible to the blan- 


clear weapons or allow their storage in 
New Zealand and its opposition to nu- 
clear testing. 

But McLay trod more softly than his 
predecessors, because public opinion 
has been shifting steadily against nu- 
clear weaponry. When David Lange 
came to the leadership of the Labour 
Party in early 1983, the majority was 
still firmly for ship visits. Both because 
of this and because of a more pragma- 
tic approach to the issue than his party 
rank and file, Lange tried to soften the 
policy, at least to allow nuclear-pow- 
ered ships into New Zealand ports. 

He was firmly and embarrassingly 
put in his place by then party president 
Jim Anderton, and the party confer- 
ence in August that year endorsed a 
proposal by former leader (and now 
ambassador to the US) Sir Wallace 
Rowling which called for renegotia- 
tion of the association with Australia 
and the US in the context of an “un- 
conditional anti-nuclear stance” and 
the active promotion of a nuclear-free 
Pacific. 

This locked Lange into the policy he 
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In response to Vietnam's repeated 


exhortations for Southeast Asian unity 
against the threat of Chinese 
“hegemonism,” Indonesian particip- 
ants in the seminar urged the line that 
the more immediate threat from a 
modernising China would be econo- 
mic, not military. 

To face such a challenge, it was ar- 
gued, Vietnam could ill-afford to bog 
itself down in a long-term occupation 
of Cambodia at the expense of its own 
economic development. Indonesian 
delegates, who included some promi- 
nent business figures, offered their ad- 
visory services in Vietnam's promotion 
of foreign investment and trade. The 
participants agreed in principle to es- 
tablish “working groups” to meet on 
economic questions over the next six 
months. g 


DEFENCE 


is now following, 
He made one last 
attempt to 
exempt nuclear- 
powered ships 
from the ban in 
October 1984 — 
after his election, 
when he mused 
momentarily 
that it might be 
possible to ac- 
cept a nu- 
clear-pow- 
ered ship pro- 
vided adequate 
guarantees of 
safety could be 
given. 
The exclusion 
of nuclear-pow- 
ered ships is consistent with the rejec- 
tion of nuclear-power stations by the 
previous government and with the 
Labour Party's policy of legislating à 
nuclear-free zone in and around New 
Zealand — a policy to be carried into 
effect during this year 

But the same cannot be said of the 
opposition to nuclear weapons. The 
debate has been on the “morality” and 
destructiveness of nuclear weapons, 
not the safety or otherwise of nuclear 
fuels, at least insofar as it has been car- 
ried on in the context of the Anzus ship 
visit issue. 

Ironically, in the light of Lange's 
problems in the face of the uncom- 
promising stance of his party, the issue 
began in 1983 as one causing serious 
concern to the National Party govern- 
ment. 

At the party's conference in July that 
year, backbench MP Marilyn Waring 
served notice that she would not sup- 
port the pro-ship visit policy, and 
withheld support for a Labour Party 
nuclear-free zone bill only on condi- 
tion that the whole issue was examined 
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sion he defeated ilie nov 
of two rebel Labour MPs. | 
. The closeness of the vote in parlia- 
nent parallele shifting sentiments 











| m n x Murau policy 


cannot h some e hi say Ne dd di 
; al forme ae New Zealand 


7 some degree anti product of a minor- 
le nti r ! 


a The Ke den Re- 
search Centre had shown. 
ipport for ship visits drop- 
ing from 50% in 1982 to 
in 1983. In August 1984 
ie numbers were even of 
supporting and oppos- 
isits by nuclear-pow- 
ships. On 9 February 
ear, 52% opposed nu- 
powered ship visits 
only 37% supported 
m. That same poll show- 
:4379 in favour of the 
on.the entry of nuclear- 
d ships. 
ther polls reflected the same shift. 
cNair poll for the Wellington 
ng newspaper The Dominion 
n on 12 and 13 February recorded 
o. against visits by nuclear-armed 
"hips. (though 42-47% were in 
favour of nuclear-powered ships). Al- 
ough there were clear divisions in 
the country on the issue, there was also 
‘lear support for the. banning of the 
visit. by the USS Buchanan in Feb- 
, ruary, even after US warnings of a less 
friendly trading environment if the 
: proposed visit was refused. 





































of Asian sentiment, which has 
"€ been little reported in New Zea- 
T nd despite the importance of Asian 
trade and New Zealand's membership 
of the Five-Power Defence Arrange- 
ment which links it with Australia and 
Britain in the defence of Singapore and 
Malaysia. 
' Lange is left trying to perform a dif- 
ficult. balancing act: to be pro-Ameri- 
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| must be undiminished in. any move- 


ial Credit Party had | 
-back a conventional Anzus.as.a.ecor- 
 nerstone of. security. in. the- South 





terrence on the grounds. that “the 
arms race does not bring security but. 








sion is another. The security. of: the 
.South Pacific. is best served by:'t 


MATES 
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o exact account has been taken 


“ean and pro-Western alliance, but | 
anti-nuclear, when the US is insistent 


Pius acknowledges. that. Security 
ment towards. disarmament. or. arms 
control. For this reason hecontinues to 


Pacific, but argues against nuclear de- 


rather reduces: it." ” “Deterrence is one. 





thing," he told a. disarmament «and | 
| Security seminar at Victoria. University . 
eu Wellington on 22 February. 





ry. He 
added: “Its apparently endless expan- | 











creation of the South Pacific nuclear- 
free zone.’ 

It is not at all clear that New. Zea- 
landers are prepared to pay the cost, 
whatever it turns out to be. And that is 
a difficulty for Lange, especially since 
the National Party has chosen to.high- 
light the economic cost and may. be 
able to make capital out of it at the 
next election. The US has, for example, 
withdrawn from the. International 
Dairy Agreement under which world 
dairy trade minimum prices are agreed 
(to New Zealand's advantage) while 
proclaiming it is doing.so in accord- 
ance with free-trade principles. | 

Longer term and more. indirectly, | 
there are some fears that any economic 


cost may reduce the willingness of 


overseas institutions to lend cheaply to 
New Zealand. Both New York credit 
rating agencies, Moody's and Standard 
and Poors, which reduced their ratings 
from triple A to double A as a result of 
heavy borrowing by the Muldoon ad- 
ministration, have. delayed their 
reviews of those ratings until they can 
better assess Lange: S | policies. There is 


































breathing space from: 





ing, but of 2 a mixture of emotional 
and moral (to use his word) antipathy 
to nuclear weaponry, together with 
some anti-American feeling in his own 
party. There are several strands in the 
attitudes that have led to the anti-nu- 
clear policy, not all of them held by all 
who support the policy: a belief that 
New Zealand is too small to be of sig- 


.nificance in the geopolitical power 


balance; fear that. nuclear ships wil 
invite targeting by: Soviet missiles; a 
disbelief that the Soviets have any de- 
signs on an unprotected New Zealand; 
a belief that even.out of Anzus, the US 
would rescue New Zealand because it 
would beinitsown national interest to 
,. do so, and a desire to show a a 






ng: nuelear. weapons 
Es refusing - ‘a nuclear al- 
| liance. ‘This. last strand ap- 
. peals 3 i 
pacifists and is:a sort of ob- 
verse ofthe US fear that 
New Zealand’s action will 
precipitate a string of other 
refusals to remain in nuclear 
alliances, especially in more 
sensitive Europe. Whether it 
. is having this effect is very 
hard to: judge, but it has 
caused -a slight additional 
embarrassment to. the Aus- 











The anti nuelear lobby it- 
self has offered little in the 
way of alternative defence 
alliances or arrangements. 
| To the extentthat there is an 

alternative policy, it centres 
on a push for a nuclear-free zone in the 
South Pacific, an idea: endorsed. in 
principle by "ad mietibers of the 
South Pacific Fo 

Lange personales hae: iivet on. the 
controversy. The Swedish Peace and 
Arbitration Society has nominated 
him for the Nobel Peace Prize, On 1 
March he is to debate “that nuclear 
weapons are immoral” with rightwing 
moralist- Jerry Falwell at the Oxford 
University Union, a debate which is to 
be carried on TV in the US as well as in 
Britain and New. Zealand. 

And his firm stance has won him 
1e party rank and 
file and union leaders who are upset at 
the free-market economic policies 
being pursued: by- Finance Minister 
Roger Douglas..1f he can thereby ob- 
tain union cooperation: to hold down 
wage increases in the next wage round 
beginning in. September, Lange will 
increase his chances-of. having. some 
positive results from the economic po- 
licy — and. bury. voter perception of 
any economic. costs from US. reaction 
to the nuclear olicy op 














































Tim Severin is a writer who is as 
likely to be found before the mast as he 
is in front of the typewriter. That s be- 
cause researching the seafaring legends 
that so intrigue him cannot stop short, 
in his view, of a total reconstruction of 
historic voyages. 





And so his interest in ancient 
reports of the travels of St. Brendan, a 
6th century abbot, ev 'entually found 
Tim and his small crew facing Atlantic 

gales in a tiny boat made from greased 
oxhides fitted 


over ribs of ash. The Legend a£ Tim "-— 


Could St 
Brendan really have sailed from the (ive men crammed into a boat just 56f1 
west coast of Ireland to the New World long on an 8ft beam. It meant day s and 
in such a craft? The mediaeval records, nights bailing out = | 

















|. Tim Severin thought, were u nusually angry seas in 1 gales 

| eircumstantial. Known to scholars as rising to Force 9. 
the Navigatio, they It meant avoiding 
read more like fact pac ‘k-ice that, a 
than myth. week before, had | 

The seemingly trapped and sunk | 

fabulous “floating ; a steel icebreaker. | 
pillar of crystal," re- Miraculously | 





ported in the Naw- Brendan carried | 
gatto, could have been them through, as her prototy pe could 
an iceber g . The burn- have carr ied St. Brendan himself. 
— ing roc ks hurled by = Soaked and freezing the men 
BRENDAN S LATTICE FRAME i - i 
OF IRISH ASH giants at St. Brendan i often were; but Brendan « oxhide 
and his crew could have been vol- 


canic eruptions in Iceland. 








hull only Brew tougher in the 









icy waters. The one item on 
board that took the North 
Atlantic equ: ally calmly was 
Tims Rolex Submariner. This 





Tim was later to discover 
that both interpretations are 
feasible. But this was not 
| before he had painstakingly | ge 
built Brendan, the frail, oxhide OJ 
boat that had to carry him 
and his companions through 
storms and pack-ice. 
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was more pr 'edic table, how 
ever, for its Oyster case an | 

OF Twinlock w inding crown are 

" designed to be utter ly waterprox M. 
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ailing Brendan meant - for Tim Severin, a matter of 
Si endan mei ROLEX 
| injury and indies for the of Geneva common sense. 
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Common wisdom had it that, to succeed in 
business, one needed only good connections 
at the right bank. 


Today, it is the bank that needs to have 
those connections; instant access to 
resources and information that will enable it 
to act decisively on behalf of its clients. And 
to do so anywhere in the world, not just in 
that bank’s sphere of influence. 


HongkongBank today, in addition to 
being the most experienced banking group in 
the Asia Pacific region, is one of the largest 
financial organisations in the world, with more 
than 1000 offices in 55 countries. 


So, no matter where in the world your 
business interests may take you, 
HongkongBank connections will keep you 
connected. 


Talk to us today. Anywhere. 
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Hawke sits on the centre 











Left disarmament fence 


By Hamish McDonald in Sydney 


or a brief moment last November, 

Australian Foreign Minister Bill 
Hayden and various other government 
officials managed to convince the news 
media that the centre of world disarm- 
ament negotiations was about to move 
from Geneva to Canberra. 

“Corrective” world maps showing 
the southern hemisphere uppermost 
are on sale in Australian souvenir 
shops, but Hayden's apparent triumph 
in reversing the world's political poles 
proved hollow within a day. Where his 
officials were quoted as saying it all 
could mean foreign minister-level 
talks between the United States and 
Soviet Union in Canberra, the reality 
was that both superpowers had agreed 
to send, separately, their officials to 
brief Australia on their existing arms- 
control positions — both still rock- 


-. 
M cul, 


hard and very far apart. 

The misunderstand- 
ing was partly explain- 
ed by the heat of an 
election campaign in 
which Hayden was out 
to steal the thunder of 
two minority parties 
doing well on the simple 
theme of ending Austra- 
lias connections with virtually all 
things nuclear — from exporting 
uranium to hosting US defence instal- 
lations. 

It was a valid enough concern for à 
party such as the Australian Labor 
Party, which straddles the Left and 
centre. In the event the two minor par- 
ties took between them nearly 15% of 
the vote in the senate side of the elec- 
tions, with the Australian Democrats 
getting 7.6% and the newly formed 
Nuclear Disarmament Party (NDP) 
winning 7.295. This result, because of 
the peculiarities of the electoral sys- 
tem, translated into one NDP and 
seven Democrat senators, enough to 
deny Labor a majority in the 76- 
member upper house, and perhaps 
enough to get anti-nuclear motions in- 
troduced that could put leftist Labor 
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Vote 


Its your Wt 


Democrat n 


whl, vour future 


members of the senate on the spot. 

The nuclear debate has turned out to 
be a hydra-headed one for the Labor 
Party leadership. The party regained 
power in March 1983 carrying the bur- 
den of a radical anti-uranium policy — 
pledging to halt mining and exports — 
inserted into the platform during eight 
years in the political wilderness. Im- 
mediately on gaining office, Prime 
Minister Bob Hawke moved to disavow 
this, and with the help of Hayden had 
the party line changed last July to per- 
mit exports from a number of mining 


projects. 
This allows all existing export 
contracts — to Japan, South Korea 


and several European countries — to 
be fulfilled. It also accommodates 
Labor policy to a clear trend in pub- 
lic opinion. One poll conducted 15 


Pine Gap monitoring station; Democrat poster: hydra-headed debate. 


months ago showed 66% 
of respondents support- 
ing uranium exports, 
where some years pre- 
viously — closer to the 
time of the Three Mile 
Island nuclear disaster 
in 1977 — opinion had 
been more evenly di- 
vided. 

The rationale of the anti-uranium 
movement was that nuclear power 
plants were both unsafe and a source of 
material for weapons, no matter what 
precautions were taken. With 30% of 





the non-communist world’s proven | 


uranium reserves, Australia was 
preeminently placed to choke the 
world nuclear industry at its point of 
supply. Logically, it was à dubious 
argument: 30% hardly gives a 
stranglehold on a market, and the price 
of uranium oxide (yellowcake) is not 
critical, though still important, in the 
economics of nuclear systems. But to 
be moral was made easy by Australia's 


abundant alternative energy sources, | 


and for the committed, commitment 
was the thing. 

That battle is now all but over — 
conceded in private even by prominent 











passion, and the same kind of argu- 
ment, has now shifted to the nuclear- 
weapons question: Australia should 
break its uranium-supply contracts to 
hamper what weapons programmes it 
can and set an example for similarly 
placed countries. The movement takes 
little account of how this tends to be 
perceived in the countries they have in 
mind, however, or what the penalties 


might be. The foreign contacts the 
movement does have are with like- 
minded groups in Europe, North 


America and Japan. 

Even the previous conservative gov- 
ernment of Malcolm Fraser took ac- 
count of anti-nuclear doubts, negotiat- 
ing tough bilateral safeguards agree- 
ments with countries buying Austra- 
lian uranium. Since Labor took power, 
Hayden has echoed Fraser in arguing 
that only by staying in the system can 
Australia exert influence. With the 
emphasis now on arms control, 
Hayden has been out to show that opt- 
ing in does not mean being indifferent. 
He diverted some of his departmental 
officials to research nuclear-weapons 








issues and appointed a senior career 
diplomat, Richard Butler, as the coun- 
try's first ambassador for disarma- 
ment — accredited to the United Na- 
tions in both Geneva and New York 
where Butler vigorously lobbies the 
Americans and Soviets 


t is not hard to see in this also some 

of the "world-statesman" bug that 
tends to infect Australian leaders, a 
product Soviet diplomats long re- 
signed to harangues from the likes of 
former prime ministers Sir Robert 
Menzies and Fraser — have dismissed 
as delusions of grandeur nurtured by 
Australia's isolation. Americans and 
Europeans too were less than impress- 
ed by Fraser's self-proclaimed role as 
the voice of the South in the North- 
South question. 

It is a product also of the bad blood 
between Hayden and Hawke, dating 
from Hawke's Labor Party leadership 
coup just before the March 1983 elec- 
tions. Canberra insiders note that 
Hayden has moved into areas ignored 
by Hawke. Where Hawke has spent 
some 60% of his overseas travel time in 
Asia, Hayden has spent more than 60% 
of his time outside the region looking 
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— self into trouble when 


them. 
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This is causing prob- 
~- lems for Australia. 
Many officials in Can- 
berra privately voice 
concerns about Hayden 
neglecting the coun- 
trys rather stagnant 
ties with Southeast 
and 
Japan, and getting him- 






he does get involved — 
as with his sudden pro- 
posal last year for In- 
dochina peace talks in 
Canberra. More coordination between 
Hayden and Hawke could also prevent 
Hawke from getting into embarrassing 
— predicaments such as the row over his 
- approval for US missile tests in the 


— Tasman Sea (REVIEW, 21 Feb.). 


In the nuclear-policy area, the pit- 
falls are numerous and partly created 
by the high-profile stance Hayden has 


T taken. The policy line, enunciated to 
- parliament by Hawke in June last year, 


is a careful balancing act: Australia 
supports nuclear deterrence while ac- 
tively supporting a comprehensive test 
ban and mutual arms reductions by the 
nuclear powers. 
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On the one hand, this lets Canberra 
aecept visits by US warships and other 


units of the US “deterrent force,” and 
makes the US’ three controversial 
military installations in Australia (the 
Northwest Cape submarine-communi- 
cations station and the satellite intelli- 
gence stations at Pine Gap and Nur- 
rungar) positive contributions to 
world peace since they help keep one of 
the superpowers in control of its forces 
and in the know about the other. 
Furthermore, this somewhat am- 
biguous line reinforces the second leg 
of the policy: as a close ally and host to 
such sensitive facilities, Australia is 


_ Asean, Anzus, FPDA, Zopfan 
. or complete NWFZ? 


Ithough the six nations of Asean 

have made no formal comment on 
the Anzus row between New Zealand 
and the United States, Asean leaders 
have privately expressed some dis- 
quiet over the situation, which is seen 
as having introduced some uncertainty 
in the security of a region adjacent to 


Singapore's Foreign Minister S. Dha- 
nabalan told foreign correspon- 


dents in Bangkok during an Asean 


_ meeting on 12 February that continued 


disagreements within Anzus could 
ündermine security arrangements 
elsewhere in the region. Philippine 


Prime Minister Cesar Virata told the | 


press in Manila that Wellington's move 
showed a weakening of the US-led 
Western alliance in the region. 

Asean states have varying degrees of 
direct or indirect military cooperation 
with the Western powers. Thailand 
and the Philippines have bilateral 
security pacts with Washington, while 
Malaysia and Singapore are members 
of the Five-Power Defence Arrange- 
ment (FPDA) with Britain, Australia 
and New Zealand. Brunei has had a 
British Gurkha battalion based on its 
soil since the 1960s. Indonesia is the re- 
cipient of military aid and training 
from the US and Australia. 


Although Indonesia and Malaysia 
follow a rather more independent 
foreign-policy line than the other 
members, all Asean states are consi- 
dered by the West as vital links in the 
strategic security picture covering the 
Pacific region. US warships regularly 
dock in Singapore without question 
and use the narrow Malacca Straits be- 
tween Singapore and Indonesia. In the 
words of one Western military attaché 
in an Asean capital: “Despite some 
foreign policy differences, in matters 
of regional security, if and when the 
chips are down and the choice is be- 
tween us and the Soviets, Asean will be 
with us. 

But a direct confrontation between 
the two superpowers over the security 
of Southeast Asia is considered ex- 
tremely remote; it did not happen even 
when the US was embroiled in the In- 
dochina War in the 1960-70s. There- 
fore, while retaining the security um- 
brella of the West, Asean, since 1971, 
has mooted a plan for turning the re- 
gion into a zone of peace, freedom and 
neutrality (Zopfan). Initially, Asean 
had hoped to include the three In- 
dochina states in its Zopfan, but the 
continued Vietnamese dependence on 
the Soviet Union and its invasion of 
Cambodia have killed that idea. 
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as wall At one point. 
last year, Hayden took | 
this further by suggest- 
ing the US bases could 
be closed if Australian » 
proposals were ignor- : 
ed. Hawke promptly : 
disavowed this "bar-- 
gaining-chip" line. 
This is, of course, 
a conservative policy 
producing more noise 
than anything else and 
pitched at a majority 
opinion that so far has 
shown itself quite different from the 
mood in New Zealand. 
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ew Zealanders have long had a 

greater sense of security than Aus- 
tralians, points out strategic-studies 
researcher Andrew Mack of the Aus- 
tralian National University. “New 
Zealand was not bombed in World War 
II, it’s not next to Indonesia and there 
is not a single military aircraft in the 
region that can get to New Zealand and 
back,” Mack said. “The political 
make-up is different. Its labour move- 
ment has not had a Roman Catholic 
Right like Australia's, nor has it had 


Nevertheless, Malaysia is spear- 
heading an Asean attempt to dec- 
lare Southeast Asia as a nuclear- 
weapons-free zone (NWFZ). The US 
has not shown much enthusiasm for 
the NWFZ idea, and support from 
Bangkok and Singapore is known to be 
lukewarm, while Manila has remained 
ambivalent to the idea in view of the 
extensive US military bases on its soil. 
Such zones cannot come into being 
without the active cooperation of the 
two rival superpowers and the coun- 
tries of the regions lack the clout — 
even if they had the will — to enforce 
their plan. 


ith the NWFZ remaining a distant 

dream, Asean favours at least a bal- 
ance of forces between the two super- 
powers. Dhanabalan said in Bangkok 
that regional states "had to do what 
was necessary to help the US maintain 
that balance with the Soviet Union." 
Malaysian officials echoed a similar 
view that despite Zopfan, "the region 
needed protection [by the Western 
powers] in view of the:Soviet build- 
up." 
Any weakening on the part of Asean, 
Australia and New Zealand in military 
cooperation could affect US commit- 
ment in the region, the reasoning goes. 
If the Anzus row continues and the 
treaty is reviewed, it could affect the 
resolve of Canberra and Wellington on 
the FPDA. Under the FPDA, Australia 
has a squadron of fighter aircraft 
based in Malaysia and-a New Zealand 











the East Europ 


‘such a role in the yi Party | 


. They are much less paranoid than 
Australians about defence. For one 
thing they can count on Australia com- 
ing to their defence." : 

While published Defence Depart- 
ment assessments see no threat to Aus- 
tralia within at least 10 years, opinion 
polls show some 53% of Australians 
believe their country faces a current 
threat, though they are divided on the 
source. The most recent surveys, taken 
in 1983, show about 74% wanting de- 
fence spending increased and about 
62% supporting conscription for mili- 
tary service. A poll in 1980 found 64% 
support for Australia acquiring nu- 
clear weapons — an option all parties 
have long rejected. 

Polling in mid-1984 showed more- 
evenly split public opinion on visits to 
the country by nuclear ships, though 
the emphasis of the polls was on nu- 
clear-powered rather than nuclear- 
armed warships. In September last 
year, 67% of those polled said they be- 
lieved banning nuclear-powered ships 
would endanger the Australia, New 
Zealand, US (Anzus) defence pact, and 
55% said they thought New Zealand's 
emerging anti-nuclear policy was un- 
wise. Another poll, in June last year, 
found 73% of Australians thought the 


battalion is stationed in Singapore. Al- 
ready it is planned to move the Austra- 
lian squadron to a home base by next 
year. 

Indonesia, which has the most en- 
thusiasm for the NWFZ idea, has more 
sympathy than its Asean partners with 
an independence line as being demons- 
trated by New Zealand since it coin- 
cides to some extent with Jakarta's 
commitment to an “independent and 
active foreign policy,” the Indonesian 
phrase for non-alignment. 

But what is prescribed for Asean 
might not be so suitable for nearby 
countries, from the standpoint of In- 
donesian security. One Indonesian 


strategic analyst bemoans the idea of: 


the removal of the Anzus nuclear um- 
brella, which “covered our southern 
flank, allowing us to concentrate on 
protecting our northern and, lately, 
our eastern [Irian Jaya] flanks.” 

Not that he foresees an outright US 
withdrawal from the South Pacific, 
but “new arrangements will have to be 
worked out, which will take time, 
create uncertainty,” and “potentially 
impose demands upon other regional 
states that could disrupt the delicate 
diplomacy of Southeast Asia.” 

What is even more worrying to 
Asean is the idea that the anti-nuclear 
gestures might infect other US allies, 
including Japan, with neutralist mili- 
tancy. If the blight were to become 
widespread, it; could seriously unravel 
Asean’s security cocoon. 

— REVIEW CORRESPONDENTS 
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tralia. 

These values carry over strongly into 
the Labor supporters’ camp. Among 
Labor activists, however, the balance 
is more hostile to Anzus and is carried 
through the party’s strong internal 
representative mechanisms into its top 
councils. 

Until recently, Labor’s Left, based in 
Victoria, had been comparatively easy 
to isolate. Seeing a CIA agent under 
every bed, it wanted an immediate 
shutdown of US bases, regardless of 
the consequences, and an end to 
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tracts. It puerta all things military, 


ess of con- 


yet warned most stridently of aggres- 
sive regimes in the neighbourhood — 
with which none, except Vietnam, 
were good enough to have dealings 

a recent 


diplomat who attended 


session of the Victorian Labors 
foreign affairs committee said that 
most of the time was spent in heated 
discussion of the Chad situation. It was 
later explained this was only to “get 
at” a prominent member, Bill Hartley, 
known for his promotion of Libya. 
Libya is giving military aid to one fae- 


SINGING OUT AGAINST NUKES 
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ombining the charisma of a rock 
star with the training of a lawyer, 
Peter Garrett emerged as a potent 
leader of Australia's anti-nuclear 
movement during the general elec- 
tion in December 1984, narrowly 
failing to win a senate seat as a candi- 
date for the hastily organised Nu- 
clear Disarmament Party (NDP). The 
tall shaven-headed lead singer of the 





the elections [seeking to 
ban nuclear-ship visits, 
close United States bases 
in Australia and halt 
uranium mining and ex- 
ports]. But we would not 
accept that Anzus [the 
Australia, New Zealand, 
US defence pact] can exist 
in its current form if as 
p of that treaty obligation Austra- 
ia is required to host the bases and 
host nuclear weapons in transit on 
ships or aircraft. Having said that, 
we don't wish to see Anzus go if 
in fact it can be a non-nuclear treaty. 
We believe that Anzus came before 
nuclear weapons and we can't see any 
reason why Anzus can't be here after 
nuclear weapons. However, this ob- 
viously is up to the senior partner 
in the alliance to determine. At the 
moment, Anzus is a nuclear-weapons 
treaty. 


Do you see Australia 


being 
threatened in any way apart from the 
risk of botti up in a global nu- 
clear war? 

Not "m the foreseeable future. 
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b. 
Garrett: rationale. of 


How do you think (he region would 
react to your policies if they could be 
pg aR 
y were introduc 

open and clear oe oe 
rationale about why they were 
appropriate for our own sovereign in- 
terests, and if they were associated 
with securing and furthering open 
and communicative and very active 
relationships — economic, cultural 
and social — then I think the policy 
would be received favourably in some 
quarters. 


Your uranium policy — do you 
not think it would look 
a little precious for a 
well-endowed country 
such as Australia to 
deny energy-short coun- 
tries its highly accessible 
resources? 
No I ‘don’t. With 
the exception of the 
Japanese and to a lesser 
extent the French, who 
have heavily subsidised 
their nuclear industry, 
what we have to offer our 
Asian neighbours and 
those countries in our 
region who would think 
acquiring nuclear 
power is a salient lesson on the 
problems they will inherit if they 
embark on the programme. I don't 
think nuclear power is the most 
appropriate form of energy produc- 
tion for Asian nations. Apart from the 
potentially devastating effects that it 
can have ecologically, it isn't clear 
that at any level it is efficient or 
economic, 


What are your objections to the Aus- 
tralian Government's disarmament 
policies? 

I believe the conventional wisdom 
about pursuing disarmament 
through a close association with the 
United States has been proven for the 
most part to be inappropriate and ul- 
timately self-defeating. 
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E new leaders: to ‘Labor's 1 efi Xi 


intelligence and 


. who are more prepared to bide their 
time and move in gradual steps. One 
such leader, backbencher Gerry Hand, 
is currently circulating a draft Pacific 
nuclear-free—zone proposal, incor- 
porating a New Zealand-style ship 
ban. 

Hand's target is the party's “centre- 
Left” faction led by Hayden, which has 
staked out the disarmament area as its 
own ground, perceiving itself as the 
watchdog of the balance between sup- 
port for deterrence and promotion of 
disarmament. 

Months of strident advocacy have 


produced negligible movement in the 


US arms-control position, at the cost 
of a private US protest to Hawke last 
November that Hayden had abused ac- 
cess to US arms-control agencies by 
exaggerating their willingness to talk 
on a test-ban treaty. At the same time, 
he may have unduly raised expecta- 
tions in Australia that the Left will 
move to exploit. 

“People on the Left will simply get 
more evidence that it’s futile to try to 
persuade the US,” said Mack. “They 
will argue more strongly that one sure 
way to get noticed is to close the bases 
or ban warships.” 

The MX missile row pointed to a 
deepening conflict in the government's 
policy. Hayden and Hawke have said 
repeatedly that Australia would not 
assist the US in any "first-strike" stra- 
tegy. Enough of the US debate about 
the “counter-force” capabilities of the 
MX filtered through to have this argu- 
ment thrown back at them. New high- 
accuracy missiles such as the MX and 
an improved Trident will sorely try 

-Hayden's centre-Left over its ability to 
decide what is part of deterrence and 
what is something else. 

Inevitably the three US bases will be 
linked, more than peripherally, with 

these weapons systems. Northwest 
Cape will be capable of sending “war- 
fighting" signals to Trident II sub- 
-marines able to knock out Soviet mis- 
- sile silos. Nurrungar will receive data 
- from new early warning satellites able 
to track, not just detect, Soviet missiles 
during their 90-second launch phase 
when they can be most easily destroyed 
' by any “Star Wars" technology. 

For the Left and the Right the 
answers will continue to be simple. 
"The centre-Left are going to find 
themselves tied up in knots a lot of the 
time," said Mack. The biggest row is 
already looming, over the expiry in 
1988 of the 25-year agreement for 

‘Northwest Cape. An Australian deci- 
sion to take over the base, perhaps by 
buying it for its own navy, would be 
one solution. Alternative sites for the 
US Navy are technically possible, if 
expensive. But all sides will see the 
decision as highly symbolic, which is 
what anti-nuclear questions tend to be 
in this part of the world. o 


24 


weapons factors 


Foe of foreign invasion has been part 
of the Australian psyche at least 
since the Crimean War, when fortifica- 
tions were built in Sydney against pos- 
sible Russian raiders. 

For much of its history, Australia 
has anxiously sought imperial guaran- 
tees that the protecting great power — 
first Britain then the United States — 
would stop an invasion well before it 
got. under way on Australia's empty 
northern reaches. 

The only time such a threat 
materalised was in 1942, when Japan- 
ese aircraft based in Indonesia bombed 
Darwin and Imperial Navy midget 
submarines penetrated Sydney Har- 
bour. Japanese wartime records show 
that Japan's high command were de- 
terred by the very element that Austra- 
lian's believed to be their weakness — 
the emptiness. 

Former US president Richard 
Nixon's Guam Doctrine, notifying 
Washington's allies that they had the 
first responsibility in their own de- 
fence — and the US defeat in Vietnam 
— severely weakened Australia's faith 











Zealand, US 
(Anzus) defence 
pact. 

By that stage 
potential invad- 
ers were evapo- 
rating fast. Aus- 
tralians had be- 
come more aware 
of how militarily 
weak, diverse 
and internally 
preoccupied 
Asian countries generally. were, in- 
cluding China — long portrayed by 
conservatives as bent on southward 
expansion. And while huge mineral 
discoveries of the 1960s had given Aus- 
tralia a vastly greater target value than 
in World War II, when it offered the 
Japanese nothing they did not already 
have in Manchuria, the only powers 
with a capacity to send forces to Aus- 
tralia — the Soviet Union and the US 
— had quite enough resources of their 
own. 

The pact is defended now not so 
much for any promise that Australia 
can count on US backing in potential 
emergencies. Currently - the most 
worrying scenario for Australian de- 
fence planners concerns Indonesia 
being provoked into incursions into 















































Japan unworried by Wellington 





but domestic pressure builds 


By Charles Smith in Tokyo 


N ew Zealand's decision not to allow 
into its waters United States war- 
ships that are, or might be, equipped 
with nuclear weapons ought to have 
put Japan on the spot since the Japan- 
ese have for years been ducking the nu- 
clear issue by the use of an ambiguous 
formula that involves “consultations” 
with the US on the introduction of 
such weapons. In fact, however, 
Tokyo's reaction to New Zealand 
Prime Minister David Lange's be- 
haviour has been fairly relaxed. 

The Japan Socialist Party (JSP), 
which has long championed the idea of 
creating a nuclear-free zone in the 
North Pacific, sent a cable to Lange at 
the end of February congratulating 
him on his “courageous stand.” A 
spokesman for the ruling Liberal 
Democratic Party, on the other hand, 
told the Review that the government 
had no plans other than to continue ap- 
proving port calls by US warships, un- 
less asked by Washington for prior 
consultations. As Foreign Minister 
Shintaro Abe said when Japan ac- 
cepted a port call by the destroyer USS 
Buchanan — the same ship which New 
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Zealand barred — Japan has no choice 
but to accept such calls unless consult- 
ations are asked for. 

The fallout from the New Zealand 
affair could include more efforts by the 
JSP to organise support for a pan- 
Pacific nuclear-free zone, but the 
chances of these efforts producing 
much of a result are slight. Although 
Lange seems unlikely to upset the deli- 
cate balance Japan has maintained on 
the nuclear-arms issue, purely domes- 
tic pressures could do so soon. There 
has been a mushrooming recently of 
local anti-nuclear movements in Ja- 
panese cities and prefectures, some of 
which are homes to American naval or 
air bases. The number of such move- 
ments increased from 64 in 1982 to 146 
in 1984 and is expected to pass 300 this 
year. Grassroots pressure of this kind, 
together with the perception that the 
North Pacific has become a focus for 
the build-up of marine-based nuclear 
forces of both the US and the Soviet 
Union, could combine in the next few 
years to make Japan a major theatre of 
nuclear controversy.’ For the time 
being, however, it looks as if this is one 








Papua New Guinea by Irian Jaya re- 
bels. This would present the same kind 
of dilemma faced over the West Irian 
question in 1962, when the US had 
rival interests to those of Australia. 


ather than push the dubious ques- 
tion of Anzus coverage in such 
small, localised situations, Australian 
supporters of the alliance now stress 
the peacetime benefits of US-Austra- 
lian defence links. The treaty is defined 
by Australian defence officials as the 
“capstone” of a structure of bilateral 
arrangements covering intelligence, 
defence, science and weapons’ systems. 
A premium is put on Australia’s geo- 
strategic value and the consequences 
of hosting US facilities. US B52 bomb- 
ers based in Guam make more than 100 


more area in which the Japanese will 
contrive to have their cake and eat it. 

A condition for maintaining this 
happy state of affairs is, of course, the 
maintenance of a low international 
profile on the nuclear-arms issue. That 
presumably explains why Prime 
Minister Yasuhiro Nakasone appa- 
rently declined to ask Lange to change 
his stance, even after specifically being 
requested to do so by US President 
Ronald Reagan. 

The New Zealand stand on nuclear 
weapons clearly could have major 
long-term strategic implications for 
Japan if it leads to a drastic re-negotia- 
tion, or even a collapse of the security 
arrangements under the Australia, 
New Zealand and US (Anzus) de- 
fence alliance. But so far it would seem 
the Japanese have barely begun to con- 
sider this aspect. Tokyo seems to ex- 
pect any re-negotiation of Anzus will 
take time, and that the moment to con- 
sider what it means for Japan will be 
after, not before, the details become 
clear. The dependence of Japan on 
Australian coal and iron ore could 
eventually. heighten strategic sen- 
sitivities. But trading companies 
which import these products, as well as 
the industries which consume them, 
are still thinking more about short- 
term issues Such as this year's price 
negotiations than about any possible 
future threat to their supply lines. 
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Sractising low-level 
flights or staging opera- 
tions out to the Indian 
Ocean. The Northwest 
Cape radio station sends 
very long wave Signals to 
submerged US missile 
submarines. The electro- 
nic silence of the central 
desert and position south 
of the Soviet Union and 
China give unique capa- 
bility to the US satellite 
intelligence ground sta- 
tions at Pine Gap and 
Nurrungar. Such bases, it is generally 
acknowledged, are potential Soviet 
targets. 

The strategic stakes are thus much 
higher than in New Zealand. Not only 
is Australia more usefully placed on 
the boundary of two great oceans and 
adjacent to Asia, it has a population 
and economic base that supports a 
significant military and intelligence 
role in its region. 

Access to weapons means, for exam- 
ple, Australia is now receiving the F18 
Hornet fighter for its air force, while 
other US friends in Southeast Asia are 
being offered only a low-powered ver- 
sion of the F16. Keeping a qualitative 
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edge in the region is a fundamental | 


part of Australian strategy. 
Simply replacing this intelligence 
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lions to Australia's present defence 
outlay of A$5.8 billion (US$4.06 bil- 
lion) a year, equivalent to about 3% of 
gross domestic product. Removal of 
the US force might well entail pressure 
for bigger defence forces. 

The question of aquiring a nuclear $ 
capability was discussed in Australia 
during the 1960s, sparked by China’s 
first nuclear tests and one of the wilder 
claims by Indonesia’s late president 
Sukarno that Jakarta would soon ac- 
quire its own bomb. 

The Australian Atomic Energy Com- 
mission carried out extensive research 
work on centrifuge-enrichment tech- | 
nology which had some military over- n 
tones. One chairman of the commis- 
sion, scientist Sir Philip Baxter, ar- 
gued openly that Australia needed its 
own nuclear weapons to repel sur- 
vivors of a nuclear holocaust in the 
northern hemisphere whom he saw in- 
vading an unscathed Australia 

By 1970 this option was closed off 
when Australia's then conservative 
government signed the Nuclear Non- 
Proliferation Treaty, which a Labor 
government then ratified in 1973. Con- 
ventional thinking had come round to 
believing that an Australian bomb | 
would only encourage similar thinking [ 
in Indonesia and be meaningless 
against any more-distant enemy 

— HAMISH McDONALD 
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four eleven-week terms. The program includes an individual research project, à 
team consulting project with an American firm, a ten-week computer based 
business strategy simulation, business field trips. and visiting. executive 
seminars. The 1985-86 program begins on August 7 


In seven years, the IBEAR MBA Program has served 187 employees of 166 
firms or government agencies from 23 countries. This year, participants average 
31 years of age and seven years of work experience. Applications are welcome 
from throughout the world. The U.S. Department of Education and the USC 
School of Business are jointly providing four $10,000 scholarships to U.S 


citizens for the 1985-86 program. 


Applicants must have completed an undergraduate degree and two or more 
years of full-time employment. They are normally sponsored by their firm or 
government agency. Admissions are based on the applicant's overall profile, 
including GMAT and TOEFL (excepting native English speakers) test results 


A maximum of 36 participants are admitted. For more inlormation 
Ihe IBEAR MBA Program 


contact: 


DICasc 


University of Southern California 
Bridge Hall, Room 200 
Los Angeles, CA, USA 90089-1421 
Phone: 213/743-2272 * Telex: 674803 UNIVSOCAL LSA 
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By Derek Davies in Wellington 

ew Zealand Prime Minister David 
Lange gives no appearance of 
being under pressure as a result of the 
overseas reaction to his non-nuclear 
policies; indeed he seems to be posi- 
tively relishing the situation. Tall, still 
burly despite an operation to reduce 
weight, he exudes confidence. Wel- 
coming this interviewer to his top- 
floor suite in the “beehive” — Wel- 
lington’s new government executive 
block — he recalled a dinner party en- 
joyed together in a Hongkong Chinese 
restaurant some time before he rose 
swiftly to his present eminence, his 
subsequent conversation demonstrat- 
ing that he forgets little. 

At supper after the interview, his 
robust good humour reflected none of 
his strongly Methodist upbringing. He 
is a witty man, laughing hugely at 
others’ jokes and chuckling frequently 
at his own humour, glancing side-long 
from behind his spectacles to check 
that his guest is equally appreciative. 

Extracts from the interview follow: 





How do you think New Zealand's non- 
nuclear stance will be accepted by its 
neighbours to the north in East Asia? 

It won't be accepted by any of them. 
They each have a different pattern of 
development and a different strategic 
interest. I don't think in that sense it is 
a policy designed for export; it is not 
easily consumable. 

A number of them have policies 
which affirm certain non-nuclear 
principles or the like but which, it has 
been observed, involve a certain con- 
vention of duplicity. That is not what I 
rehearse against them. I think it has 
become an easy, well-established trad- 
itional pattern of liaison and I don't for 
one moment expect a dramatic change 
in stance by those countries. I don't 
think they're going to cause trouble for 
the United States at all. You see, if vou 
are actually very good at diplomacy, as 
those countries are, you do not raise is- 
sues likethat — to vour own detriment. 
But if you live in a vital, evolving 
democracy, you do. 


So Japan, in your view, is not a vital, 
evolving democracy? 

Japan is a country which has a very 
stable, intelligent solution to its nu- 
clear problem. It finds its relationship 
[with the US] congenial and it sustains 
an act of defensiveunderstanding with 
the US. What is the mileage in it for 
Japan to rehearse a different stance? 


What is the mileage in it for New Zea- 
land, given that the leader of the oppo- 
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Wonderland and ‘ouch’ 







which you yourself have 
- said is blessed by the Al- 
mighty, engaged in lec- 
turing that region on 
nuclear morality? 

No. I'm very careful 
not to lecture them. Peo- 
ple havetried to escalate 
that. I'm very careful to 
say that it's a matter for 
their judgment. You see, 
I don't have to go far, 
only to New Zealand's 
nearest neighbour, Aus- 
tralia, to find a country 
whose policy is the ab- 
solute opposite of ours. 
And its policy is en- 
dorsed by an over- 
whelming proportion of 
its population. Ours is 
endorsed by an over- 
whelming proportion of 
our population. And, if 
you're talking about ex- 
portability, our policy 
does not even export 
across the Tasman Sea 
to a country of a similar 
background and herit- 
age. So I have been most 
cautious not to argue 
that our policy is ex- 
portable to others with 
different strategic im- 
peratives, traditions or 
political systems. I'm 
not telling them their 
business, quite honest- 


ly. 



















sition [Jim McLay] says 
that in office he would 
continue the duplicitous 
or politely Asian, 
hypocritical stance simi- 
lar to Japan's — summed 
up in Sir Robert Mul- 
doon's slogan: "We don't 
ask; they don't tell us?" 
Well, the leader of the 
opposition has got a prob- 
lem, behaving like that in 
New Zealand. That's all. 
It's quite simple: it be- 






Lange; Shultz and Hawke: different strategic interests. 


You may say that you are not exporting 
your non-nuclear stance, but you also 
know very well that it will have a 
"knock-on" or ripple effect on Austra- 
lian Prime Minister Bob Hawke and on 
the control over his leftwingers he has 
been able to maintain so far. 

Yes, but remember he is in a very 
strong position. Electorally, he has a 
three-year run and there is no doubt 
about his strength within the House of 
Representatives... Now Mr Hawkeis a 
person with strong personal relations 
with current US Secretary of State 
George Shultz. He is a person of trans- 
cending presence in the Australian 
Labor Party. I don't think he is in any 
sense likely to feel *heavied" by us. In 
fact he probably rather relishes it. 


came an issue in New Zealand. If you 
are talking about the problems. for 
New Zealand, you face the fact that we 
have had this policy for some years and 
that the previous government formed | 
by the party of which he is now the 
leader decided to see itself off on the 
nuclear issue and called a general elec- 
tion because it felt it could not sustain 
its majority if put to the test. And it 
suffered a very considerable reverse. 
[The issue] is not capable of being 
"bowed around." 

This is a distinctive New Zealand 
policy. We have been favoured by 
geography and in resources; we have 
enjoyed a high standard of living; we 
enjoy certain beneficences from the 
Divine which have made us that sort of 
land. And one of the things which we 
now lay claim to is that we think that 
our security will be enhanced if we can 
have a nuclear-free territory and 
maritime space. And we do not choose 
to surrender the security which we 
now have. 


Had you carried out any evaluation of 
the likely impact of your stance over- 
seas, particularly on Australia and 
East Asia? 

Well, we knew with respect to Aus- 
tralia that there would be an issue. We 
had been able to talk about that to peo- 
ple in Australia and they have been 
quite frank in telling us of their posi- 
tion. Elsewhere, I think probably in a 
real way we were not in receipt of ac- 
curate feed-back from abroad for two 
reasons. First, we were in opposition, 
of course, until we formed the govern- 
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Viewed from abroad, from a region 
which is largely convinced that the 
Soviet Union is the chief — possibly 
the only — real threat to East Asian 
security, however, the roles seem to be 
reversed: is there not something 
hypocritical, not to say offensive, in 
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ment, and while abroad we don't go 

round commenting on what will be fu- 
ture policy. Second, even those who 
did react with us always believed we 
would change the policy anyway. So 
that they probably gave us benign 
smiles and told themselves that these 
jokers, once they get their driving li- 
cence, they'll soon learn to drive — on 
the left, or on the right or stop at the 
compulsory stop. Or that we'd make a 
U-turn. 


How far are you a reluctant leader in 
this? Originally, you at least wanted to 
limit the ban to nuclear weapons, not 
to include nuclear-powered ships. 

Oh, I've said that for some time. You 
see, I do not concede to the doctrine 
that all things nuclear must be evil. I 
can draw a distinction between some- 
thing which is designed to drive a 
power station and a nuclear weapon 
which is designed to explode and 
therefore per se is in a different cate- 
gory. But at the end of the day the ar- 
gument became irritatingly academic 
because of the simple fact that a nu- 
clear-powered ship just has to be nu- 
clear-armed. And therefore, why muck 
about? And that's the truth. I gave the 
"appearance of being whacked around. 

On the other hand I've always been 
very forthright in my defence of Anzus 
as a defensive alliance; I've been booed 
by the party conference for arguing 
that we ought to be in it. And I take 
some comfort from the fact that there 
is just as strong, or even more vocifer- 
ous, a majority in favour of a defensive 
conventional alliance between Austra- 
lia, New Zealand and the US as there is 
in favour of our nuclear-weapons po- 
licy. 

iSo that New Zealanders have em- 
braced the argument: in their minds, 
you can and ought to be conventionally 
defended. You are not going to be un- 
armed; you are not going to be neutral. 
For defence against an enemy, you look 
to your mates: our mates in traditional 
trading terms have been Australia and 
the US. As far as Asia is concerned, we 
have an inevitable identification with 
the Western alliance. 


When we heard the news of the New 
Zealand line, looking out of our office 
window at four or five US naval vessels 
in Hongkong harbour and also hearing 
reports that US naval units are due to 
visit Shanghai, your stance seemed 
straight out of Alice in Wonderland. 

It could. seem like Wonderland, or 
like pie im’ the sky, and could be 
categorised as isolationist, as expe- 





dient or a whole lot of other words | 


which editorialists haven't got around 
to:using yet. (The best comment I've 
read yet wasin an American provincial 
newspaper: which called me a “so- 
cialist bum" — which will certainly 
help me with the party which thinks 
I'm the archiapostle of rightwing, free- 
enterprise, free-market forces.) 

It depends on the scenario in which 
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vessels on rest-and-recreation [visits 

_ to New Zealand] has been pretty well 

_ Zero. The pattern of visits has been low. 

— The Australian impression of the be- 

-  nign nature of weaponry is a reflection 

_ of the constant procession of vessels 
— particularly to Western Australia. 

If I were living in West Germany and 
30 miles down the road there was an 
~ —arsenal pointed at me, I wouldn't bere- 
~  hearsing the New Zealand position 
—— today. All I'm saying is that I accept 
—— what you say, but look out of this office 
— — window in New Zealand and then you 
— start to see you are in a different zone, 
with different hopes, different fears, 

_ different responses. 

— — Earlier [before this interview began] 
E. you mentioned a report that our De- 
— fence Minister Frank O'Flynn had re- 
— turned from a trip with the comment 
— that the leaders of East Asia 
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Am fithat Pjer- 
^d cep tun " la T a- 
scent te" Soviet Union and 
- their fears — or sometimes 
allergic reactions — because 
there is an abundance of 
provocations to sustain 
T them. 
— "They have the fact of Viet- 
|J mam. 
They have the fact of Viet- 
- nam and Cam Ranh and 
— Danang. All I’m saying is 
— that they have legitimate ap- 
= Eo but I can ac- 
= tually understand that these 
could be escalated by maybe 
~ irrational dreads. That's the 
— Situation; that's the theatre in which 
— they find themselves. But it is really 
— bizarre to a New Zealander because a 
— New Zealander does not actually feel 
— that intimate threat... 






—— But even looking out of this office win- 
= dow one sees a world which was made 
= jnto one zone by the invention of the 
ICBM. 

You see that world because you have 
= an apprehension of the targeting and 
|. you are in a theatre which has gone 
through awful experiences in the near 
past. But you see that is not the per- 
i. spective which we have. 


F 


No one likes nuclear weapons and all 
are fearful about the escalation on 
both sides. But surely even New 
Zealanders can accept the view that it 
is that very balance of terror which has 
inhibited global war? You cannot opt 
out of that world. 

But let's also say that New Zealand 
accepts that; I accept that and I do not 
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rehearse arguments against the 
strength of the US position. [I accept 
28 
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d | the 7. Januay farms control] talks. 


under way and that is why they are 
going to resume on 7 March in Geneva. 
That is understood. 

But I don't have to own a Cadillac or 
sit in a Cadillac to believe in a Cadil- 
lac. I don't have to be part of a nuclear 
alliance to see its vices and its virtues, 
and to see and accept that the over- 
whelming commitment of the US tothe 
military alliances in which it is en- 
meshed in a nuclear concept is both a 
deterrent to war and an incentive to get 
disarmament talks going. But I don't 
see that it is therefore inevitable that 
one has to embrace it. 


It would be nice if such a gesture as 
New Zealand's could be balanced by a 
countervailing move by a member of 
the Warsaw Pact saying: "We'll take a 
New Zealand approach and opt out of 
the Soviet nuclear embrace." 

The closest we have seen to that is 













Romania, and I'm not quite sure what 
that means... 


Romania succeeded in freeing itself 
from the Stalinist empire; Czecho- 
slovakia, Hungary and Poland tried 
but failed... 

I know; that's why I'm very careful 
to talk about the values we espouse. I 
actually resent very much — and am 
about to communicate this to the gent- 
leman [the new Soviet ambassador to 
Wellington] — the impertinence of the 
Russians expressing praise and sup- 
port [for New Zealand's stance]. It is 
absolutely not on. They have been 
careful to misrepresent what we have 
done and have reported it in their 
media as if we have withdrawn from 
Anzus. 

We have not; it is inconceivable that 
anyone should get the idea that we are 
somehow anti-American and quite 
lunatic to think that we are somehow 
pro-Moscow. 


But Americans are very good and 
generous friends as long as they think 
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trying to have your cake and eat it, they 
are capable of saying "To hell with 
you." 

Yes, and I am aware of that and have 
been most careful to advocate over the 
years, commitment to US conventional 
defence alliances. They have also been 
quite specific in their assurances that 
they are not going to use economic 
sanctions as a lever... 





But US Congressman Stephen Solarz, 
chairman of the House Subcommittee 
on Asian and Pacific Affairs, has 
warned that New Zealand will suffer, 
that the State and Defence depart- 
ments would probably *not use their 
chits" and go into bat on New Zea- 
land's behalf in inter-agency argu- 
ments. 

I think there is a great deal of hope 
on the part of individual congressmen, 
representing those producers of pro- 
ducts in competition with our tradi- 
tional exports, that their an- 
; A nual resuscitation of long- 

H since flogged measures to 
put a wall up against our 
products may be given a fil- 
lip by this. And it is acknow- 
ledged that individual im- 
porters may have formed 
that view of us and may ad- 
just their purchasing deci- 
sions with absolutely no re- 
ference to the US Govern- 
ment or any of its agencies. 

That is why it is important 
to get our commitment 
across to them. The US has 
been straightforward, hon- 
est and consistent in holding 
to its policy of neither con- 
firming nor denying [the 
presence on board any ship 
of nuclear arms]. We are in 
the unfortunate situation where we 
have also been consistent and honest, 
and because of that, to some extent, we 
are going to be wincing and ouching. 
There will be some sort of a tab. The 
tab may mean that I get a bit of egg on 
my face, but the policy is emphatic, it 
has been the subject of democratic en- 
dorsement and we are going to persist 
with it. 


In your opinion, have the Americans 
over-reacted? 

Oh, I think they have to be careful to 
make sure that the ripples convince 
others that the stakes are too high. And 
I think that to a certain extent they've 
achieved that. In fact, I’m sure they 
have. 


Have you any comment on the be- 
haviour of the US Ambassador to New 
Zealand H. Monroe Browne? 

Let me say this: he is a gentleman of 
strong convictions who feels a sense of 
personal responsibility that American 
foreign policies should be.carried out. 
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In the 1984 Olympic Games, the 
Saudi soccer team emerged as 
a force to be reckoned with in the 
future. In much the same way, 
SABIC (Saudi Basic Industries 
Corporation) is emerging as a 
world-class supplier of petrochem- 
icals, committed to the rules and 
conventions of international trade, 
now and in the future. 

Part of the commitment stems 
from our Islamic heritage, with its 


strong code of friendship, fairness 
and honor. A code that has long 
been a stabilizing influence on the 
world oil scene. SABIC will abide 
by this code in marketing world 
petrochemicals. We consider it to 
be not only a matter of national 
pride, but the basis for good 
business. 

In the other key areas of tech- 
nology, quality control and a reli 
able source of supply and delivery, 
we offer the world petrochemical 
market a wide spectrum of prod- 
ucts of the highest quality. 





We see our role, both now and 
in the long-term, as best summed 
up in a statement by the President 
of SABIC Marketing Company, 
Ltd., Abdullah S. Al-Nojaidi: “We 
will play by the rules: 


World Class Petrochemicals. 
World Wide Cooperation. 


Saudi Basic Industries Corporation 
PO Box 5101, Rivadh 11422, Saudi Arabia 
Telex: 201177 SABIC 5] 
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same for business-with sophisticated software. 
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| any ym uh cain confidence, 
even if you'd never attempted it before. 

Through our continual develop- 
ment of software programs, Northern 
‘Telecom instructs information manage- 
ment systems to perform new tasks. 
Systems evolve instead of age; we give 
them new capabilities by giving them 
new software. 

Our SL-1* digital commi unicati ns 
system is a good example. Since its 
introduction, our software research and 
development has created literally hun 
dreds of useful new features for th« 
system. Every feature can be added ti 
every SL-] system ever installed 

As a part of Northem Teleco: 
commitment to the OPEN World* 
approac h to information mat agement, 
were investing over one billion dollars 
in research and development in the nex! 
five years to evolve new capabilities f 
our information management systems 

No matter what tasks the futun 
holds, our customers can face ther 
with confidence. 
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|. though she c 


William vos d in 
The New York: Times that "a genera- 
tion ago when. it was revealed that 


B s thes uA of n John 










igned.. » That i is 
arvivalist, did. 
11963, was safter 
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e THE British eas strike, now a 
year old, goes on though half the 
strikers are back at work. The gov- 


ernment and the National Coal Board 
| Insist on the complete humiliation of 


| miners leader Arthur Scargill, re- 
quiring him to record his total sur- 
render (acceptance of the closure of 
 uneconomic pits) in writing. British 
Prime Minister. Margaret Thatcher 











has never shown much inclination to- 


"profit from the wisdom of the Orient, 
uld, with advantage, 
read the works of China's military 
theorist S Zü: Pa phe that 
| when the enemy i 
rounded, the. vic way 

“allow him a "irai ri escape büte. 








- Western writers, however, havere- 


peated the theme — sometimes 
plagiaristically — from Scipio Af- 
ricanus ("Give the enemy -~ 


to your enemies 
silver"), 
enemy a bridge of silver") and Byron 


enemy”). . 1 

If Scargill were allowed to 
negotiate his surrender he would go 
down in history as a destructive fail- 
ure and the man who nearly split the 


miners’ union. As it is he is claiming | 
refuses ` to- 
negotiate and — horrible thought ee 


that the government 
could become a martyr. 
e | FIND. 
superannuated statesmen —. whose 
records in presiding over . the 
economies. of their own countries 


while in office. ranges from the 


lacklustre- to the catastrophic — 
_ should continue to find audiences on 
the lecture.circuit willing to listen to 


their views.on how global economic | 


3 problems should be solved. 
The most egregious example, of 


course, is former British prime minis- | 


|. ter Edward Heath who brought the 


| .. British economy grinding to a halt in. 


the aftermath of the first oil crisis, by 


T provoking. a doomed confrontation- 
.| with Britain's miners and reducing 






_ British ind Paid toa qup work 


1, the prime, minis- 


ith grea ter love l 












. a road | du 
for flight"), Rabelais ("Always open 
_a bridge of; 
Cervantes (“To a flying } 
t Traveller N 
(“A golden bridge _ is for a flying | ; a 

i stability 


it extraor dinary that 











ers in G 1éva and foreign 
dents in Hongkong, on the need for a 
massive transfer of resources from 
the industrialised North to the de- 
veloping South — an exercise in im- 


pertinence which only a man of true. 


insensitive conceit could make. 
Heath, of course, is still peddling the 
findings of the Brandt Report, des- 
pite his quarrel with Willy, whose 
own period as chancellor of West 
Germany was hardly notable for its 


economic acumen. 


@ IN Bangkok a couple of weeks ago, 


former Australian prime minister. 


Malcolm Fraser was telling the 
luminaries of the Young Presidents’ 
Organisation of the danger of the 
United States deficit. Granted, while 
in office, Fraser did his best to reduce 
Australia’s own deficit, but he re- 
tained all the oppressive contrals 
(many since dismantled by Bob 
Hawke's government) which helped 
to make Australia's performance un- 





Another Bangkok speaker, from 
even further back in the past, was 
ert McNamara, billed as former 
ent of the World Bank — not as 
former secretary of defence during 
the years the US became hopelessly 
enmeshed in the Vietnam War. He 
spoke on the dangers to the world 
posed by its growing population, 





thopestly neglecting to mention the 


"personally played in re- 





While MeNamara was making 
3 entation on the pros- 
he US economy, this 
as making a modest ap- 
Gast Asia’s prospects for 
‘during which I mentioned 
the degree. to which the region's ex- 
ports were still largely geared to the 
state of the US economy. And further 
that the Domino Theory, once ped- 
dled as the main rationale for the US 
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intervention in Vietnam, had notonly 


proved false but had operated in the 


opposite direction: the Asean coun- 


tries (well, four of them) had flour- 

ished and the dominoes had turned 
out to be. the communist states — 
with Laos and Cambodia being under 
Vietnam’s heel, Vietnam dependent 
on. Moscow's aid and Vietnam and 
China at each others’ throats. I was 
very glad when.a member of the audi- 
ence reminded me that McNamara, 
speaking on the vital US economy in 
the next. room, had been the Domino 
Theory’s chief exponent. | 

€ | SUPPOSE the next ex-prime 
minister to hit the international lec- 

ture. circuit will be Sir Robert. Mul- 


doon of New Zealand. He has all the 
| qualifications, including more than a 


ve and insensitivity. 
d sensible-soundin; 





spon“ 


opulation of Southeast 
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ing over almost: a decade of 
ble stasis in the economy of his 
country. 
@ DOWN in Wellington to intere 
Muldoon's successor, David La 
(page 26), | was struck by mi 
paradoxes. Muldoon, like F 

clung to a battery of central contro 
Both are conservatives, and b 
were replaced by socialists who t 
proceeded to der egulate their e 
omies. While Lange's economie r 
sures are designed to bring New 
land back into the real wor 
the REVIEW headlined Co 
story on the package "i 
joins the world" [2 Aug. ' 
have been balanced by a ma 
opposite direction. of isolationis 
the non-nuclear stance. " 
(The anti-nuclear forces in- 
Zealand and Australia may. f 
long way to go before thev succe 
making the whole South Pacifica m 
clear-free zone. But that is not 
want of ambition. Australians 
familiar with roadside signboar 
reading "Municipality of XXX] 
clear Free Zone." | am sure that: 
Soviet missiles targeted on Aust 
will take care to abide by these. 
bye-laws.) | 
® LANGE himself is a man 
po His “wows ser SOBRE ekgron 


trasts with n a tious, not : 
say Rabelaisian, sense of humour 
one point in his election campaign he. 
said his wife totally supported him i in 
his political ambitions. partly 
cause he had promised her that after 
the election she could sleep with the 
prime minister). 
Although he gave me no overt sign, 
I believe that his heart is not in a non- 
nuclear policy. He argued the case 
eloquently, but he struck me as mak- 
ing use of skills he had acquired as a 
lawyer, when he often had to argue 
cases on behalf of his clients in whieh 
he did not wholly believe. I, for one 
subseribe to the theory that ne stat 
on Anzus is a bone he has thrown 
the leftwing of his own party anc 
the trade unionists in exchange 
chance to get his economic measures 
working. | 
e HOWEVER, the headline over a 
newspaper report that Washington 
was no longer giving New Ze: ian 
access to CIA and Sigint ADI : 
plied (possibly correctly) that ike 
Americans reckon that Kiwis are 
simply being š stupid: 
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The Soviet conmection 


Although Gandhi may improve relations with the US, it is 
not likely to be at the expense of friendship with Moscow 


By Salamat Ali in New Delhi 


Fe United States secretary of 
state Henry Kissinger, during his 
January visit to Islamabad, told Pakis- 
tani leaders that the US saw the 
emergence of Indian Prime Minister 
Rajiv Gandhi as “an historic opportu- 
nity" and was bound to go all out to 
cultivate him. 

Gandhi has declared that India 
missed out on the industrial revolution 
and that he would not like it to lag be- 
hind in the electronics era. The moder- 
nistic outlook Gandhi projects — as 
did his grandfather Jawaharlal Nehru 
— together with the multinational 
background of two of his close confi- 
dants and a perceived connection be- 
tween foreign policy and transfer of 
sophisticated technology, are also con- 
sidered pointers towards change. 

Additional arguments in some dip- 
lomatic quarters are the relatively 
clean slate of the new prime minister — 
he is considered free of ideological 
burdens — his dissatisfaction with the 
dismal performance of some public- 
sector companies and his unpre- 
cedented electoral victory and 
strength in parliament, which gives 
him the ability and confidence to 
undertake drastic revisions of the 
policies he inherited. 

Some analysts assumed the new ad- 
ministration would see that the Soviets 
have nothing worthwhile to offer India 
any more and would move towards in- 
tegrating fully with the economies of 
the West. But Indian policymakers do 
not seem to be in a hurry to revise rad- 
ically their relations with the Soviets 
and are at pains to emphasise that they 
have always made it clear to the world 
that their relations with either of the 
two power blocs are not at the cost of 
‘the other. They add that India should 
react to issues on a case-by-case basis. 

February marked the 30th anniver- 
sary of Indo-Soviet relations, which 
now cover many different areas. These 
range from aid and trade through 
transfer of highly sensitive armament 
technology to a tacit strategic consen- 
sus. 

Gandhi himself has defined his for- 
mulation of his country's policy to- 
wards the superpowers. About Wash- 
ington he has said: “With the United 
States, we have a multi-faceted re- 
lationship. We attach importance to 
our economic, technological and cul- 
tural cooperation.” His words on the 
relationship with the Soviets, how- 
ever, were more emphatic: “We highly 
value the wide-ranging and time- 
tested relationship with the Soviet 
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Union, based upon friendship and vital 
support when needed.” 


In this statement, made on 12 


November 1984, he also made clear 


that he would carry forward the 
foreign policy bequeathed by Nehru 
and “creatively enriched” by his 
mother, the late prime minister Indira 
Gandhi. Significantly, while em- 
phasising that friendship cemented re- 
lations with the Soviets, he failed to 
mention friendship as one of the ingre- 
dients in Indo-American relations. 
Kissinger, passing through New Delhi 
on 19 January, summed up the situa- 
tion with his remark that Indo-Soviet 
relations stem from India's national 
interests. 

Import of technology not available 
from the Soviet bloc is a policy of his 
mother that Gandhi has further de- 
veloped. This had tacit Soviet support, 
for Moscow saw in it the potential for 
indirect benefit to itself. For instance, 
some multinational companies that 
for a variety of reasons cannot deal 
with the Soviets directly, sell their pro- 
ducts to them through India. While the 
Soviets will pay for such products in 
kind under an ‘Indo-Soviet barter 
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their sec oil endis in aed cur- 
rency. The Soviets reciprocate by ex- 
porting to India top-of-the-line arma- 
ments, crude oil, petroleum products 
and industrial goods. 

In strategic terms, Indo-Soviet col- 
laboration has been two-way. India's 
pivotal location in the Indian Ocean 
has given the Soviets a potential ad- 
vantage if ever there is a showdown 
with the US in the region. Besides, 
India is the only likely country with a 
potential to help Soviet strategy in the 
Middle East. In more concrete terms, 
India's friendship provides Moscow 
with a valuable security buffer on its 
southern flank and a counterpoise to 
what both Moscow and New Delhi see 
as an informal US-Pakistan-China axis. 

India in its turn sees the Soviets as a 





Kissinger; Gandhi: opportunity. 


It's roubles to rupees 


Indo-Soviet trade is due to double over the next five years, 
but only in values set in non-convertible currencies 


he current calender year of Indo- 

Soviet trade is estimated to close 
with a two-way turnover of Rs 40 bil- 
lion (US$3.1 billion) and with that the 
sixth five-year (1981-85) agreement will 
have amounted to a total of Rs 180 bil- 
lion — a huge growth since the first 
trade agreement, signed in 1953. 

The agreement already signed for 
1986-90 plans to double the current 
level over the five years. Amid continu- 
ing controversy over advisability of the 
two trading partners settling their 
trade and all other accounts in their re- 
spective non-convertible national cur- 
rencies, New Delhi's decision seems to 
be to let Moscow continue to claim the 
greater share of benefits of Indo- 
Soviet trade. 

Some of the obvious and serious 
drawbacks for India stem from the 
large-scale re-export of Indian goods 
by the Soviets — to the detriment of 
India's efforts to export to other mar- 
kets — the rising proportion of hard- 
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currency expenditure by India in the 
production of exports and, above all, 
the artificially high exchange rate of 
the rouble to the rupee. The rate fixed 
on 29 July 1984, was Rs 10.6722:Rbl 1, 
applicable to all existing and future 
bilateral trade and credit. arrange- 
ments. 

India then had a favourable trade 
balance of around Rs 25 billion. At the 
rate of loss of Rs 6 on each Rs 100 ac- 
cruing to India, this meant a cumula- 
tive loss of about Rs 1 billion. Besides, 
compared to the Soviets, who charge a 
minimum interest of 2.5% on their 
credits, India is not entitled to any in- 
terest, irrespective of the size or dura- 
tion of its accumulated trade surplus. 

The advantage India sees in rupee- 
rouble trade with the Soviets is that 
without spending hard-currency re- 
sources, it receives crude oil, petro- 
leum products and other goods. Be- 
sides, Moscow does not raise any tariff 
or non-tariff barriers against Indian 
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countervailing Torce against: yee: 
involvement in any subcontinental 
conflict. The Soviets fully back India's 
demand for neutralisation of the In- 
dian Ocean where, apart from the US 
and Soviet navies, the strongest naval 
force complete with even a seaborne 
air force is the Indian Navy. Last but 
not the least, the Soviet veto in the 
United Nations Security Council has 
never been withheld whenever India 
wanted it. 


n return for Soviet contributions to 

the development of its military, eco- 
nomic and political power, India has 
done its bit for Moscow. In contrast to 
the almost unanimous condemnation 
by non-communist states of the Soviet 
invasion of Afghanistan and the sub- 
sequent demand for the withdrawal of 
Soviet troops, 
India has refrain- w^ 
ed from  out- | 
spoken condem- 
nation of. Mos- 


cow. Also, New 
Delhi does not 
take the anti- 
Vietnamese 
Western and 
Asean position on 
Cambodia. 


What started 
off in 1955 as 
a major econo- 
mic relationship, 
with a few 
helicopters and 
transport air- 
craft thrown in 


TROCTCOENERX — SO 


Soviet-bui tanks at India's Republic Day Parade: lacking trust. 
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for the y and air force, acquired 
special warmth after the final Sino- 
Soviet parting of ways in 1964 and 
gained depth in the 1965 and 1971 
Indo-Pakistan wars when the Soviets 
flew in armaments to India from their 
stockpiles in Egypt. The Indo-Soviet 
friendship treaty of 1971 put the final 
seal on the strong bonds that had 
grown by that time, paving the way for 
all-out collaboration, which was really 
an alliance except in name. Three of 
the 12 clauses of the treaty had a direct 
bearing on security, providing for mili- 
tary collaboration, but without institu- 
tionalising it and thereby protecting 
India’s pre-eminence in the non-align- 
ed bloc. 

In military 


collaboration, the 


Soviets place India just after their 
Warsaw Pact allies, and judging by the 








goods. New Delhi also saves on adver- 
tising and other promotional activities 
normal in a free market. Having been 
India’s biggest trading partner for 
years and now the second biggest after 
the United States, the Soviet Union ac- 
counts for around 20% of Indian ex- 
ports and is the largest importer of In- 
dian goods. It buys almost 25% of 
India’s jute products, tea, tobacco and 
textiles, and nearly 40% of its black 
pepper. 

But this has created a situation of 
dependency illustrated by textiles, of 
which the Soviet Union is the largest 
single importer. Since 1981, Indian 
manufacturers have been demanding a 
30% rise in prices due to the higher 
cost of cotton and other costs. It was 
only in mid-February this year that In- 
dian exporters were offered 7-15% 
linked to the types of fabrics, despite 
higher prices charged by India to all 
other customers. 

Although: the share of industrial 
goods in India's exports to the Soviet 
Union has risen to more than 60%, 
some Indian economists have argued 
against the expansion of capacities for 
exports to the Soviet Union using 
the argument that, with the growing 
trade imbalance, sooner or later ex- 
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ports to the Soviets will have to be cur- 
tailed unless Moscow agrees to settle 
the balance of trade in foreign ex- 
change. 

In the absence of official figures, 
particularly on prices, there is no con- 
clusive method of evaluating gains 
from the rupee-rouble trade. But, un- 
like policymakers, more and more 
economists are reaching the conclu- 
sion that it would now be in India's 
economic interest to switch over to 
convertible currency trade. 

Others have argued in favour of con- 


"n 


tinuing trade in the present form on the | 
grounds of providing à guaranteed 


market for some primary products 
such as tea; developing competition 
from synthetics for Indian com- 
modities such as cotton and jute, and 
preferential tariffs in favour of India's 
competitors as well as quota restric- 
tions in several importing countries. 
Also, they point out that there is a 
growing demand from the younger 
generation in the Soviet Union for con- 
sumer goods which the government does 
not want to buy at market prices in 
hard currency from the Western coun- 
tries but is willing to import cheaper 
substitutes from India for roubles. 
— SALAMAT ALI 
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efence experts are agreed that 
Soviet arms are a mixed bless- 


ing, for compared to their Western 


equivalents, they are more expen- 
sive to maintain. Submarines ac- 
quired from Moscow have to be 
sent to the Vladivostok shipyards 
for periodic repairs, thereby cut- 
ting down the operational capa- 
bility of the Indian submarine 
fleet by at least 25%. That forced 
India recently to buy SK1500 sub- 
marines from West Germany. 

In addition to this, the drubbing 
Soviet equipment to 
Syria received in Lebanou 
from the United States— 
made equipment used by 
the Israelis also forced the 
Indians to look for French 
Exocets to replace Soviet 
Styx missiles, 

Soviet claims of helpi 
India gain self-sufficiency, 
none of India’s armament 
factories producing wea- 
pons under licence have ac- 
tually been able to pro- 
duce a single weapon from 
scratch. 

But despite these draw- 
backs, Soviet armaments 
remain attractive because 
of their lower initial 
cost, the terms of pay- 
ments — which Western 
suppliers do not match — and 
the advantage they represent in 
terms of local production at fac- 
tories which for decades have been 
assembling Soviet weapons sys- 
tems. 

Although details remain secret, 
it is widely believed Soviet 
weapons are offered on credit at 
only 2.25% interest, repayable in 
rupees over 12 years. Besides this, 
whenever the Indians appear 
about to opt for Western weapons, 
the Soviets step in with offers of 
matching weaponry at less than 
half the price and with long-term 
credits, guaranteed transfer of 
technology and other induce- 
ments. India's failure to exercise 
options for local manufacture of 
the Anglo-French Jaguar and 
French Mirage 2000 aircraft are 
cases in point. 

Similarly, when the Indian arm- 
oured corps began evaluating Bri- 
tain's Chieftain and the Nato 
Leopard tanks, the Soviets step- 
ped in with an attractive package 
including immediate shipment 
and subsequent transfer of tech- 
nology for local production of its 
own T-72. Inevitably, they won the 
contract. — SALAMAT ALI 
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have told the Review that supplies 


anied by complete trust. Indian tech- 
dclans | on cd courses in the 


‘programme. v was diakenen by 






































etailing India’s long-term needs 
iheirown. | 


t-designed weapons and with- 
fro: n them reports on their actual 
nance in subcontinental condi- 
Iso, India has complained in 
that the Soviets indulge in 
ï trade," depressing the market 
ian goods abroad. The Soviets 








they receive in barter deals to 
countries, and the Indians have 
lowed up the complaints. 
certainly appears that Gandhi 
ot wish to give the impression 
forts to improve relations with 
West will be at the expense of Mos- 
7 . He is due to visit the US and 
ance this year, but will visit Moscow 
st, probably in March or April. His 
isit is to be followed up by that of De- 
ence Minister P. V. Narasimha Rao, 
w o will finalise details of supply of 
some weapons on which discussions 
d been initiated by former defence 
minister S. B. Chavan in Moscow but 
id not be completed due to Mrs 
hi's assassination. 
igi g by present. indications, it 
ere is to ! departure from 
rs Gandhi's foreign’ policy, no 
owngrading of rela ons with the 
it only some refining 











two superpowers. If there is to be any 





period of time. 


MEE from the Janata Party. 


F A it and alowed it up | 
purchases from the West, forcing. 
-Soviets to offer top-of-the-line 
quipment and transfer of technology " 


ndo-Soviet relations have not béed 

thout their strains. One continuing . 
plaint of the Soviets is that India - 
es to tell them of any modifica-. 
it might have carried out on the 


3 he charge of selling Indian- 


| of the nuances of policy towards the 


change at all in Indo-Soviet relations, 
it could only: be ;graduat. and over a. 











leaders that the 


LP to 60 industrial and other 
projects carried out with Soviet as- 
sistance over the past 30 years, there 
are another 30 projects that are now 
either at the design stage, or under 
construction. Several of them are first 
projects in some key industries of the 
local economy. 

According to the chairman of the 
state committee for foreign economic 
relations, Ya Rayabov, the present 
level of India’s industrialisation would 
be unimaginable without the Soviet- 
aided steel plants at Bhilai and Bo- 


karo; oilfields in Gujarat and Assam; 


heavy engineering plants at Ranchi, 
Hardwar and Durgapur; oil refineries 


not ir ina position to ; provide help i in modern 


in Koyali, Barauni and Mathura, and | 


thermal power plants at Neyveli, lower 
Sileru, Bhakra and many others. - 


SRI LANKA 





EH [projects built with Soviet col- | 





laboration in India now account for 
40% of India's steel, about 8096 of 
metallurgical equipment, 40% of min- 
ing equipment, 55% of heavy power 
equipment, 35% of oil extraction, 40% 
of oil processing and 10% of power 
generation. But all these projects arein 
India's publie sector, considered by 
local economists as inefficient 
partly because of the poor quality of 
the plant — though pivotal to India's 
policy of self-sufficiency. Prime Minis- 
ter Rajiv Gandhi recently called for 
greater accountability in the public 
sector and emphasised that profitabil- 
ity should be one of the key criteria to 


—— 


judge its performance. 


The Indo-Soviet collaboration! in the 
industrial sector has also necessitated 
collaboration in’ planning. An agree- 
mon on a “long p e a of 











Jayewardene turns dom: a sumit it with Gandhi and makes it clear 
-he is no. hurry to restart political dialogue with the TULF : 


By Salamat Ali in New Delhi and Manik de Silva in Colombo 


urning down Indian Prime Minister 
Rajiv Gandhi's request for a meet- 
ing on bilateralissues, Sri Lankan Pre- 
sident Junius Jayewardene hàs madeit 
clear that he is in no hurry to restart 
political discussions at home to resolve 
his country’s increasingly violent 
Tamil problem. . 

National Security Minister Lalith 
Athulathmudali, during a two-day 
New Delhi visit which ended on 11 
February, met Indian leaders includ- 
ing Gandhi and explained that since 
Jayewardene “is not in a position to do 
this [meet Gandhi] at an early date,” he 
had asked him instead to call on the 
prime minister. He did not elaborate 
on the reasons for the president's in- 
ability to meet the prime minister. 
Athulathmudali stopped in New Delhi 
on his way back from Washington. 
Athulathmudali emphasised that 
Jayewardene believed in solving Sri 


Lanka's Tamil problem politically and - 


not militarily but that "a cooling-off 
period" was needed to restart the stall- 
ed dialogue with the Tamil United Lib- 
eration Front (TULF) and other Tamil 
representatives seeking a separate 
state in the northern and eastern dis- 
tricts of Sri Lanka (REVIEW, 21 Feb.). 

The Sri Lankan minister told Indian 
sident, being a be- 
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| liever in the democratic process, was 


keen to see it restarted in the Tamil 
areas at an early date. This was under- 


stood to be a hint at holding by-elec- 


tions for the seats in parliament left 
empty since TULF members refused to 
take an oath to uphoid the Midi 
and unity of Sri Lanka, 

As one condition for TULF taking 
part in the all-party conference ori the 
ethnic problem, Jayewardene had ag- 
reed not to hold by-elections when 


. they fell due. This hint that such elec- 
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tions are now required underscores the 
gradual stiffening | of Jayewardene's 
stance. — - 

- At the end of his visit; Afliulathmu- 
dali described his talks with Gandhi as 
“full, frank and cordial” and said he 


found the discussions “most construc- 


tive and helpful" Ina short: and 
guarded statement, made before he re- 


ported to J ayewardene, he said that all 


aspects of bilateral relations between 
the two countries had ‘been covered, 
l òf-Sri Lanka's 
ethnic conflict, which has provoked. 
strong reactions in the south Indian 







state of Tamil Nadu, and in a broader 





context. d 
"We focused both » those matters 
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following 15 years in iron and steel, 
power generation, irrigation, coal, oil, 
food, pulp and paper, pharmaceuti- 
cals, fishing, geology, building materi- 
als, engineering and non-ferrous 
metallurgy. 

In December 1980 India signed an 
agreement on economic and technical 
cooperation, defining the direction 
and form of collaboration for the 
1980s, laying special emphasis on 
power, coal, oil and engineering indus- 
tries. This was necessary because in- 
consistencies in Soviet planning have 
resulted in excess production of cer- 
tain commodities, while technological 
factors have created surpluses in sev- 
eral capital goods industries that were 
planned to achieve economies of scale. 

The emphasis on collaboration in 
power-generation projects stems 
largely from frequent Soviet policy 
shifts. The sudden Soviet shift from an 
atomic energy-based policy to a coal- 
based policy and then to a gas-based 
policy has created surplus capacity in 


well as those which were 
felt would advance that 
cause. The prime minister 
well understands the con- 
cern and aspirations of all 
sections of the Sri Lankan 
people in this matter, and 
I have assured him of our 
president’s and govern- 
ment’s full awareness of 
India’s position,” Athu- 
lathmudali said. 

He added that the two 
countries had agreed to 
maintain close contact 
*at an appropriate high 
level" and predictably re- 
stated. a common desire 
on both sides to further 
the traditional ties of |“ 
close friendship. 

Evidence that some tangible pro- 
gress had been made came while 
Athulathmudali was still in New 
Delhi. A Zaire Airways DC8 cargo 
aircraft carrying arms and ammuni- 
tion for the Sri Lankan Government, 
had been detained in the south Indian 
city of Trivandrum after making an 
unscheduled refuelling stop. 


W ith feelings in Tamil Nadu run- 
ning high over Colombo's handl- 
ing of the ethnic crisis and allegations 
of "genocide" of Sri Lankan Tamils 
being freely made, popular opinion in 
Tamil Nadu clearly was that India 
should take a hard line. 
Athulathmudali reached senior In- 
dian officials and secured high-level 
intervention — some reports said that 
Gandhi himself took the decision — to 
obtain the release of the aircraft. Be- 
fore his departure from New Delhi, the 
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manufacturing units of nuclear plants, 
power plants and mining equipment. 
This has resulted in a hard sell to India 
of projects related to these sectors. 
But, despite continuing collabora- 
tion in the development of industries 
and infrastructure, there is a growing 
realisation that the Soviets and their 
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protest in New Delhi; Athulathmudali: political 





minister told reporters that the speedy 
release was a hopeful sign of better re- 
lations between the two countries. “I 
hope and trust that this is an example 
of how relations are going to be man- 
aged in the future," he said. 

Although Indian press reports 
tended to indicate that there had been 
little progress in the Athulathmudali- 
Gandhi talks, Colombo took a more 
optimistic view. Soon after the na- 
tional security minister had briefed his 
cabinet colleagues about the talks, In- 
formation. Minister Anandatissa de 
Alwis told the press: “Discussions in- 
dicated a definitely closer understand- 
ing of mutual problems at the highest 
levels of the government of India.” 

Observers in Colombo pointed out 
that the meeting between Gandhi and 
Athulathmudali took place with no 
aides on either side. Colombo has long 
tended to regard the Indian bureau- 
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ng in building basically 19th-century — 
industrial plant, and are incapable o. 
any significant assistance in the con- 
temporary vital sectors such as elec- 
tronics, bio-technology, communica- 
tions technology, technology for au- 
tomative and chemical industries. 
Exports orders right now for pro- 
ducts of India's Soviet-built heavy en- 
gineering corporation are received 
only from other communist countries 
such as Cuba and Yugoslavia. Hence it — 
has also been amply demonstrated that 
the role of Soviet technology in helping 
India's export capability is not signifi- 
cant, Only the steel products of Bhilai 
and Bokaro remain exports to the 
hard-currency markets and too often 
at well below the cost of production. 
The Indian private sector is now 
making investments abroad in plant 
for food processing, textiles, paper 
manufacturing, truck and Jeep as- 
sembling, precision tools for the elec- 
tronics industries, rayon and palm oil. 
The Eastern bloc cannot provide 
adequate support in any of these fields, 
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cracy as an impediment 
to improving relations, 
and officials considered 
the one-to-one meeting 


a positive plus. The 
48-year-old Oxford- 
educated Athulathmud- 


ali also said that Gandhi 
"is a man of my age group 
and talking to him was 
easy." 

Colombo was able to 
take heart from Gandhi's 
immediate rejection of à 
call by TULF leader Ap- 
papillai Amirthalingam 
for a *"Bangladesh-type" 
Indian intervention in Sri 
Lanka. The situation of 
the Sri Lanka Tamils, he 
claimed, was no different 
from that of the people of East Pakis- 
tan in 1971 when the Indian Army went 
to the aid of the new nation of Bangla- 
desh. Gandhi told reporters in Hydera- 
bad: “There is no question of taking 
any such action.” 

Meanwhile in Colombo, Jayewar- 
dene told syndicated Indian columnist 
Kuldip Nayar that he was willing to re- 
strict military activity in the north and 
resume negotiations with the Tamils 
provided India would join him to pre- 
vent the flow of guerillas and arms into 
northern Sri Lanka from bases that 
Colombo insists — and New Delhi de- 
nies — exist in Tamil Nadu 

Jayewardene expressed his determi- 
nation to deal with any terrorists with 
or without Indian assistance and indi- 
cated confidence that "the whole at- 
mosphere will change once I can say 
that India has agreed to help Sri Lanka 
to fight terrorism. " 
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rights: stormy seas ahead? 


mplementation of Asean's 1976 zone 

of peace, freedom and neutrality 
(Zopfan) initiative, which may be 
under way at last, could indirectly af- 
fect the use of Southeast Asia's 
Strategic straits and sealanes by nu- 
clear-armed submarines and aircraft. 

Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad, for example, 
has repeatedly said that regional peace 
and stability can only be achieved if 
the region is free from outside interfer- 
ence and big-power rivalries. And an 
Asean standing committee has en- 
dorsed a nuclear weapons-free zone in 
the area controlled by Asean’s six 
members. 

In Washington's eyes, there is more 
than mere coincidence behind these 
developments in Southeast Asia, 
coupled with New Zealand's ban on 
United States nuclear-powered war- 
ships and those carrying nuclear 
weapons entering its ports, and the 
South Pacific Forum's adoption of an 
Australian proposal to draft a treaty 
making the South Pacific a nuclear- 
free zone (albeit with the proviso that 
each country had the right to make 
their own decisions over the visits of 
nuclear ships). 

The US fears that New Zealand's ac- 
tion could create a precedent which 
could be followed by other govern- 
ments in Asia and elsewhere. Also, if 
such vessels were banned from South 
Pacific waters, Southeast Asian waters 
would be the only maritime route be- 
tween the Pacific and Indian oceans. 
And, in theory, a nuclear weapons-free 
zone in Southeast Asia could ban nu- 
clear weapons-bearing US and Soviet 
surface vessels, submarines and air- 
craft from the region. 

States commonly require aircraft to 
identify themselves one hour's flying 
time outside national territory. And in 
principle there is no right of innocent 
passage for aircraft over land or ter- 
ritorial sea. Aircraft in transit over 
Straits and archipelagic sealanes, 
Where designated, must observe the 
rules of the air established by the In- 
ternational Civil Aviation Organisa- 
tion; however, states may file devia- 
tions from the standards. 

This may apply to the airspace over 
exclusive economic zones (EEZs) as 
well, particularly for anti-pollution 
regulations, which could include non- 
nuclear provisions. Such factors could 
place Zopfan and policies on sealane 
siting and straits access near the top of 
the Realpolitik agenda for the region. 

Overflight has been banned in the 


past in Southeast Asia. Malaysia once 
banned British Concorde flights over 
the Straits of Malaeca, supposedly be- 
cause their sonic boom disturbed 
spawning fish. More pertinent, from 
October 1979 to February 1980, China 
banned overflights at certain heights 
over four “danger” zones south and 
east of Hainan island, necessitating 
the closing of a major commercial air 
corridor. 

Free navigation through, under and 
over the straits and sealanes of South- 
east Asia is crucial to the nuclear 
strategies of the superpowers and is 
thus of national-security interest to 
both the US and the Soviet Union. Nu- 
clear-armed and  -powered  sub- 
marines, aircraft carrying. nuclear 
bombs and nuclear missiles comprise 
the triad of US and Soviet nuclear 
strike capabilities. To attack or defend 
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against a nuclear submarine, its loca- 
tion must be known. 

The US now has an advantage be- 
cause Soviet submarines leaving port 
must pass through the straits of Japan 
and Korea or between Iceland and 
Norway and thus can be detected and 
targeted. Indeed, the US maintains 
that the invulnerability of SSBNs (the 
Polaris/Poseidon/Trident fleet) and 
hence their indispensable role in a sec- 
ond strike depends on their ability to 
pass through straits and sealanes sub- 
merged, unannounced and undetected. 

Four of 16 strategic straits in the 
world which are important to the mo- 
bility of the US submarine fleet in 
reaching target areas are in Southeast 
Asia — Malacca, Lombok, Sunda and 
Ombai-Wetar. Of these, only the In- 
donesian straits of Ombai-Wetar and 
Lombok are physically and politically 
usable by submerged US submarines. 
Without secure submerged passage, 
submarines would have to cireumnavi- 
gate Australia or double back to the 
Timor Sea. 

In Southeast Asia, al! the coastal na- 
tions have formally extended their 
maritime jurisdiction over resources 
and related activities, leaving almost 
no marine area left unclaimed and 
many areas where claims overlap. 








These claims encompass all the 
strategic straits and sealanes in the re- 
gion — strategic because they all serve 
as entrances and exits to and from 
Southeast Asian seas and are choke 
points where naval forces could inter- 
fere with enemy shipping with relative 
ease. 

Under the Convention on the Law of 
the Sea (CLOS) maritime powers enjoy 
various navigational rights. But it will 
be at least several years before the 
treaty will have enough signatures to 
come into effect, and the US, in parti- 
cular, has indicated it will not sign the 
treaty. In an environment of acrimony 
coupled with legal uncertainty, sover- 
eignty may creep in, and foreign pass- 
age through critical straits and sea- 
lanes may be hampered. Blockage of 
critical sea lines of communication 
would have severe economic and 
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New Jersey off the Philippines: no recognition. 





strategic repercussions, particularly 
for the maritime powers. 

Many nations feel that the US 
negotiated in bad faith by refusing to 
sign CLOS after inducing other na- 
tions to agree to so many other com- 
promises over such a long period of 
time. The primary goal of the US in 
participating in the Law of the Sea 
Conference was to protect and clarify 
the navigational rights of commercial 
and military vessels. 


T: CLOS text adopts most of the 
views promoted by the maritime 
powers, clarifying the right of innocent 
passage, codifying the rights of pas- 
sage through international straits and 
archipelagic sealanes and protecting 
navigational rights in EEZs. These 
provisions were adopted aftérlong and 
hard negotiations, and many nations in 
the developing world feel they gave up 
important interests in ‘agreeing to 
these provisions. ree 

Some nations are now considering 
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whether they sh 
to a non-signatory such as the US. 
Many coastal státes feel that they 
should have the power to require war- 
ships at least to notify the coastal state 
of their plans and perhaps i in some in- 
stances to seek. HR D prior to 
passage. ae | 
However, thé UE 
navigational p j 









whether they s warn tt 
ida n straits, terri : 







have Also, Burma, 1 a Varr 
zones 24 nautical miles wide, while 
Cambodia: and: Indo ASIA, have de- 

















€ On any given day, the Unite 


States is exercising its maritime 





freedoms against an 
“excessive” maritime claim 
somewhere in the world... 
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tthese rights 14 





toms and Drug Enforcement Agency 
| recently blockaded two major ship- 


b DANIAE y gu | 
off Nicaragua, which claims a 200- 
mile territorial sea. 

On.any given. day the US is exercis- 
ing its maritime freedoms against an 

"excessive" maritime claim some- 
where in the world. Ironically, and as a 
precedent dangerous to US interests, 
the US Navy, Coast Guard and Cus- 


ping lanes off the coast of Colombia to 
prevent marijuana from reaching the 
US. What is good for the goose may be 
good for the gander. 


he concentration of commodity pro- 
duction and the large distances be- 


| tween the user and the sources. make 


many of the Asia/Pacific sealanes into 


| long and. vulnerable pipelines of mat- 


erials and goods essential to both trad- 
ing partners. If the Malacca Straits 


| were interdicted, a majority of In- 


donesia's export earnings would be 


. lost, and: Japan would lose 16% of its 


oil needs and a significant share of its 


| liquefied natural gas (LNG) imports. 





e cutoff of oil to Japan would have a 
éconómic impact on its 
wading partners, including In- 






| donesia and the US. Singapore's econ- 


omy.would be virtually shut down and 


| Malaysia’: s.seriously affected. 
Whati is good for the goose may B 


Scenarios for the future indicate 


| massive increases in flows of ener gy 
„materials throùgh and from the region. 
LNG exports from Indonesia, Malay- 





sia and Australia could reach 1 trillion 


o-.| ft3, 300 billion ft3 and 800 billion ft? 











cure permission. to transit these wat- 
ers. China also disputes the right of in- 
nocent passage through its 12-mileter- 
ritorial sea and after 1997 will require 
permission. for foreign warships to 
enter Hongkong waters. | 
Thailand, Malaysia and Indonesia 
claim 12-mile territorial seas which in 
some places encompass straits used for 
international navigation. The Philip- 


pines’ territorial-sea claim reaches up 


to 284 miles in width and together with 
its archipelagic claim includes-all its 
critical straits. Further, the US may 
disagree with the sites and regimes for 
sealanes chosen by the Philippines and 
Indonesia for passage through and 
. over their archipelagic waters. _ 3 
The US.does not recognise territo- 
- rial-sea claims of other nations more 
than three imiles from shore. It has 
stated that-it will challenge such 
claims withthe US Navy, including 
s specifically those of Burma and the 
. Philippines: ‘Moreover, it. has re- 
| peatedly. made good its threat, most 


notably in the Gulf of Sidra — whichis | 
imed.as: a histor: ic gull of Libya, and | 


t- | respec 
ne ifie er oo “deb tliat se= ak 








ely by 1990. 
covered off Burma, inthe Gulf of Thai- 
land and off Vietnam. China may then 
be the world's largest importer of oil 
followed by Japan. South Korea. 
Taiwan and Japan will rely more heav- 
ily on nuclear power than all other in- 
dustrial states. There will be more and 
smaller tankers carrying more toxic 
refined products from the Gulf to ang 
through the region. .. 

When push. comes to shave, US a 
ployment- of.naval and air forces in 
ocean space will not depend on the ag- 


reed or claimed territorial sea bound- 


aries of coastal states or on their na- 
tional positions and international law 
and treaties governing passage 


through or over international straits. 
| Nevertheless, the imposition of restric- 


tions.on straits by littoral states could 
be a significant impediment to surface 
naval mobility and the shipping of oil 


. and other resources to Japan and the 
US. More significant, 


a nuclear 
weapons—free zone in the Asean region 


| could compound and confuse the nu- 





rategies of both of the super- 


| Additional | 
'petroleum reserves are likely to be dis- 
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A balancing act 


Chun reshuffles his cabinet in the wake of the general election, 
bringing in both moderates and political hardliners 


By Shim Jae Hoon in Seoul 


pris moderates and hardliners 
made almost equal gains in Presi- 
dent Chun Doo Hwan's 18 February 
cabinet shakeup, which affected 14 of 
24 ministerial posts. The reshuffle, 
which came only six days after na- 
tional assembly elections in which 
supporters of dissident leaders Kim 
Dae Jung and Kim Young Sam made 
surprising gains in key urban districts, 
was one of the most extensive in scale 
since Chun took power in 1980. 

However, the latest reshuffle — 
Chun's 14th — appeared more nominal 
than substantial. Except for the prime 
ministership and the top post of the 
National Security Planning agency 
(NSP), formerly the Korean Central 
Intelligence Agency, most of the “new 
faces" appearing in the cabinet were 
not really so unfamiliar. In addition to 
leaving intact most eco- 
nomic portfolios, in- 
cluding Deputy Prime 
Minister and Economic 
Planning Minister Shin 
Byong Hyun, Chun re- 
tained Foreign Minister 
Lee Won Kyung and De- 
fence Minister Yoon 
Sung Min. 

Replacing the ailing 
Chin Iee Chong as prime 
minister is Lho Shin 
Yong, a career diplomat 
and former foreign 
minister who until his 
new appointment ran 
the NSP, which con- 
ducts domestic political surveillance 
as well as counter-intelligence opera- 
tions. During the nearly three years 
Lho served as NSP chief, he earned 
a reputation as a moderate in his 
dealings with anti-government stu- 
dent demonstrators and other dissi- 
dents. 

In the recent national assembly elec- 
tions, during which the government re- 
laxed its control over freedom of ex- 
pression, the 55-year-old Lho is known 
to have recommended that the govern- 
ment allow the elections to proceed 
without restraint. His appointment as 
prime minister seems aimed at project- 
ing a more moderate image of Chun. 
Lho's diplomatic experience and his 
expertise in domestic political matters 
suggests that he will concentrate on 
promoting the inter-Korean dialogue, 
begun in late 1984. 

On domestic policy, Lho has vowed 
to push ahead with the principle of 
"autonomy and openness," which 
means a little more political freedom. 


40 





“PI do my best to listen to what people 
want from government," Lho said. 

Meanwhile, Chun also reshuffled the 
top leadership of the ruling Democra- 
tic Justice Party (DJP). Replacing 
Kwon Ik Hyun as party chairman is re- 
tired army general Roh Tae Woo, 53, a 
classmate of Chun at the Korean Mili- 
tary Academy. Over the past five years 
Roh has held a succession of ministries 
dealing with security affairs, sports, 
the interior and, recently, the chair- 
manship of the Seoul Olympic Or- 
ganising Committee. Roh's emergence 
has provoked speculation that he could 
be groomed to take over when Chun re- 
tires in 1988. In 1980 when Chun took 
power, Roh played a key role by divert- 
ing to Seoul his 9th Division. 

Other DJP changes appeared nomi- 
nal, with the exception of Hyun Hong 
AP 


Ju, who becomes the director of the po- 
licy coordination office. Hyun, 45, 
comes from the NSP where he was 
chiefly responsible for domestic politi- 
cal affairs, including surveillance of 
opposition figures. 


S ucceeding Lho as the new NSP di- 
rector is retired army lieutenant- 
general Chang Se Dong, 49, who gives 
up his post as head of the presidential 
security force. A Korean Military 
Academy graduate, Chang has 
emerged from the ranks of the young 
army officers who catapulted Chun to 
the presidency in the aftermath of 
former president Park Chung Hee's as- 
sassination on 26 October 1979. 

A hardline law-and-order officer, 
Chang is expected to increase the 


NSP's surveillance of various opposi- | 


tion movements, including the New 
Korea Democratic Party (NKDP) 
which emerged in the recent elections 
as the largest single opposition group 
in parliament. 








Another key security post, that of 
chief of porn and head of provincial. 
administration, has gone to Chung Suk 
Mo. Chung, formerly the senior 
policymaker of the DJP, began his 
career as a low-level police officer and 
worked his way up to become a top 
bureaucrat. He replaces Choo Young 
Bock, who won notoriety for directing 
a harsh crackdown on student demon- 
strators in mid-1984. Chung's appoint- 
ment will be no consolation to those 
seeking a more politically detached 
police force, as he, like Choo, is known 
to be a staunch Chun lovalist. 

The most controversial cabinet ap- 
pointment is likely to be that of Lee 
Won Hong, president of the state- 
owned Korean Broadcasting System 
(KBS), as the new minister of informa- 
tion and culture, replacing Lee Chin 
Hi. The 56-year-old Lee became a na- 
tional figure two years ago when he 
successfully initiated a marathon TV 
programme designed to bring together 
tens of thousands of relatives sepa- 
rated by partition. 

But despite the success of the 
marathon Lee, a former journalist, 
came under attack during the recent 
election for using the KBS to drum up 
support for ruling party candidates. 
This act led to the 
NKDP bringing a suit 
against him and another 
TV company on charges 
of distorting the news. 
Critics charge that Chun 
is wrongly ignoring 
public opinion against 
Lee by appointing him 
to handle the govern- 
ment's press and cul- 
tural policy. 

Lees appointment 
also has caused concern 
that the government 
will seek to impose more 
controls on the media. 
The relaxing of controls 
on the press has been a major demand 
of dissidents. Lee's appointment, op- 
position and dissident sources say, will 
face fierce opposition in the national 
assembly when it convenes in April. 

The rest of the cabinet changes were 
cosmetic: Attorney-General Kim Sok 
Whi becomes the new justice minister; 
Sohn Jae Suk, the senior presidential 
secretary for education, takes over the 
Education Ministry; Hwang In Song 
takes the Agriculture and Fisheries 
portfolio; Rhee Hai Won is to head the 
Health and Social Affairs Ministry; 
Cho Chull Kwon becomes labour af- 
fairs minister; Lee Ja Hon takes over as 
chief of communications; Pak Se Jik, 
until now deputy director of the NSP, 
moves up to become minister of gov- 
ernment administration; Kim Sung Jin 
becomes the new minister of science; 
Lee Sei Ki becomes the minister of na- 
tional unification, and: Chung Jae 
Chull is the new ministerfor political 
affairs, replacing Lee Tae Sup who lost 
a national assembly seat in Seoul. p 
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Bitter silence surrounds the 


poisoned-candy saga 


By Bruce Roscoe in Osaka 


Menos a year has passed since three 
gunmen kidnapped  Katsuhisa 
Ezaki, the president of the candy com- 
pany Ezaki Glico. On the night of 18 
March, the culprits stole into his house 
in Hyogo prefecture, rudely inter- 
rupted his bath and whisked him away 
naked. He was to escape 65 hours later, 
denying his captors their ransom of ¥1 
billion (US$4 million) in cash and 100 
kg in gold. 

The subsequent attempts at extort- 
ing money from Ezaki Glico Co., 
Morinaga and Co. and two other food 
manufacturers by the poisoning of 
their products also have failed. This is 
about as much as the Japanese public 
knows about a series of mysterious 
crimes that beg as many questions of 
Japan's news media as they do of a usu- 
ally efficient police system. 

Theories and rumours abound as to 
the motives of the band of extortionists 
who now call themselves the “monster 
with 21 faces" after the title of a 1950s 
detective series. They have acted with 
decisive professionalism, slipping with 
ease through police dragnets. And all 
along the way they have delighted in 
mocking, in the words of one of their 
many communiques, the "poor, stupid 
police. " 

But as impotent as the police appear 
to be against the emergence of a new 
breed of professional criminals, they 
still wield an exceptional degree of 
control over Japanese newspapers, and 
to a lesser extent weekly magazines. 
During the spate of attempts at extort- 
ing money from the candy-makers, the 
police have not needed to impose such 
control forcefully. The newspapers 
have appeared quite willing to take 
broad censorship instruction from the 
National Police Agency (NPA) and 
then themselves devise specific mea- 
sures to repress their reporters. 

While such control over newspapers 
in the Glico and similar cases ostensi- 
bly is intended to aid police investiga- 
tions, it also serves to silence reports 
which may illuminate police folly. This 
was particularly true during the news 
blackout effected at the behest of the 
NPA by the Japan Newspaper Pub- 
lishers’ and Editors’ Association and 
Japan Magazine Publishers’ Associa- 
tion on 13 November, starting from 
1:15 a.m. 

The extortionists had targeted 
House Food Industrial Co. of Osaka. 
They sent House Food a letter on 7 
November demanding payment of 
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* 100 million. It was typically accom- 
panied by one of the company's pro- 
ducts which had been laced with 
sodium cyanide, and a recording of the 
Ezaki Glico president's voice — the 
latter included apparently to distin- 
guish the real extortionists from the 
myriad copycats whom they have in- 
spired. 

A police trap was sprung on the 
night of 14 November but it failed mis- 
erably. Undercover police were to 
drive a station wagon to a designated 
restaurant in Kyoto where, in the guise 
of House Food employees, they would 
hand the extortionists the money. But 
at the restaurant, police found a new 
set of instructions, the first of a series 
that was to lead them finally to 
Kusatsu in Shiga prefecture. 

During the evening at least three op- 
portunities to apprehend the culprits 
were missed. A driver of a van parked 
near the final rendezvous site sped 
away when a police officer ap- 
proached. His escape was aided by the 
fact that the officer had foolishly 
parked behind, instead of in front of 
the van. And about 30 minutes later, a 
suspicious-looking cyclist fled in 
Kusatsu as a pursuing policeman's 
motorcycle stalled. The same cyclist 
was spotted some minutes later by yet 
another policeman who also failed to 
catch him. 

It was not until almost a month later, 
on the morning of 11 December, that 
the public was to read some of the de- 
tails of these failures in the national 
newspapers. So orchestrated was this 
release of news that there was no 
noticeable difference in the stories car- 
ried by the "big eight" — the Yomiuri, 
Asahi, Mainichi, Nihon Keizai and 
Sankei newspapers (the headlines of 


which were almost identical), the gov- | 


ernment broadcasting network NHK, 
and the wire services Jiji and Kyodo. 


he following month, details of the 

conditions of censorship were dis- 
closed by the weekly, but relatively 
respectable, magazine Shukan Bun- 
shun. While the NPA had asked the 
newspaper association to instruct 
members not toreport the House Foods 
development, the newspapers them- 
selves drew up specific guidelines 
limiting their coverage. 

They agreed no reporters would 
enter the Kyoto restaurant, nor would 
they photograph the restaurant either 
through telephoto lenses or from the 












* 2X _ 







mw 
Ezaki: r ransom denied. 


— 


air. Use of photographs supplied by 
freelancers also was banned. The sta- 
tion wagon transporting the money 
would neither be followed nor photo- 
graphed 

Reporters would not cover any ac- 
tivity at police stations in 16 desig- 
nated cities in the Kansai region. And 
if they happened to be in one of the 
police stations when some action relat- 
ing to the case took place, they would 
not leave the station until it was over 
They could not use city office press 
clubs to report details of the case 

All reporters attending the police 
briefings during the news blackout 
would wear armbands identifying 
their employers and no recordings of 
such briefings could be aired in future 
coverage. Officers at the briefings 
could not be photographed. Futher- 
more, reporters were not to seek com- 
ments from Morinaga, which they were 
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told had received a letter of blackmail | 


on 11 November. 

It is impossible to determine for how 
many months or longer the NPA had 
intended to suppress the news, after 
that night of bungling in November. 
But it is certain that the big eight's 
move to break the embargo was not by 
their own will, but a result of pressure 
from lesser publications which, eager 
to capture public attention, printed in- 
direct yet nonetheless obvious hints at 
developments in the case. Such duty 
mostly falls upon the weekly 
magazines. Although many are mere 
scandal rags, such magazines perform 
a vital check-and-balance function in 
maintaining some press freedom. 

Soon after the failure of 14 
November, the Sankei Post magazine 
reported that “the battle between the 
police and the mass media goes under- 
water” — an obvious allusion to the 
no-news deal. Headlines in the Post 
screamed that the monster with 21 
faces had targeted the entire food in- 
dustry, stating that it was not only 
Glico and Morinaga that had been 
threatened. This was enough to tell 
many Japanese, who are accustomed to 
subsisting on a diet of inferences from 
their news media, that House Foods 
probably was in trouble. 

In any event, the 18 November edi- 
- tion of People's Newspaper — a leftist 
paper in Osaka — displayed a thick 
banner challenging the newspapers 
not to succumb to “unjust police pres- 
sure" and admonished them to "print 
the truth." The newspaper, copies of 
which were distributed around Osaka 
Station named House Foods and at- 
tacked the police for the attempt at 
- Covering up their "failures." 
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Editorial managers of the big eight 
met to discuss possible disciplinary 
measures they could effect, at least 
against the erring magazines. The San- 
kei newspaper excused itself by plead- 
ing that the magazine bearing its name 
was a separate company. Fumio Kubo, 
an old boy of Kyodo News Service, who 
on a TV news commentary mentioned 
collaboration between the police and 
media, was dismissed from his Kyodo 
editorial board post. 


he newspapers themselves have not 

elaborated on the content of their 
agreement with the police, though 
Yomiuri boldly claimed that it decided 
to lift the ban on its own account — 
despite the fact that each major daily 
published its first report on the foiled 
police investigations on the sàme day. 
And since the agreement officially 
ended, reporters say the police have 
given them about a tenth of the infor- 


MARRIAGE 


By Mohan Ram in New Delhi 


roliferation of "black money” — 

the result of illegal earnings or 
tax-evaded incomes and therefore 
À concealed — has spawned in India 
ES a nouveau-riche lifestyle all of 
IE its own. To avoid detection by 

the tax man, black money is be- 
"ing spent on ostentatious and 
"vulgar" consumption. Everything is 
paid for in cash. The latest mani- 
festation of black-money vulgarity 
in New Delhi where people 
ever status conscious, is what are 
known as “five-star” wedding celebra- 
tions. 
The traditional Hindu wedding is a 


chauffeur had a guest list of 300 for the 


are 


costly affair for which the bride's 
family foots the bill. A Western dip- 
lomat was surprised to find that his 


dinner reception that accompanied his 
daughter's wedding. A few years ago a 

























Exc = | mation they re- - 
| ceived before the 
ban. 

The overall 
strangeness of the 
case, and the sev- 
erity of the censor- 
ship have fuelled 
much speculation 
on the identity of 
the culprits. The 
most often heard 
rumours are that 
burakumin (mem- 


bers of Japan's 
Ooutcaste commu- 
" nity) are behind 


the mockery of the 
police and the tor- 
menting of the 
companies. Proponents of this theory 
say that only a group outside the main 
body of society could have the solidari- 
ty needed to sustain such an attack 
against the establishment for this 
length of time. 

They also point to the likelihood that 
many of the workers in Ezaki's ham 
and sausage-making subsidiary are 
burakumin, given the concentration of 
burakumin in the meat industry, and 
could harbour a grievanceover Ezaki's 
use of imported meat. The extor- 
tionists' choice of Marudai Food Co., 
also a major meat manufacturer in the 
Osaka region, as the fourth target 
added more weight to the burakumin 
theory. 

And, when on 19 October Osaka 
police launched a door-to-door inves- 
tigation of about 3.2 million houses in 
an effort to stumble across the culprits, 
some critics immediately pointed to 
police suspicions of the burakumin. 


The vogue for five-star vulgarity 


politician from the ruling Congress 
party attracted national attention 
when he hosted a reception for 30,000 
guests at his daughter's wedding. 

The affluent make these receptions 
lavish affairs. In New Delhi they are 
held in community halls or on sprawl- 
ing lawns. But, of late, weddings in 
five-star hotels has become thé pen- 
chant of the black-money elite 

And, the more expensive the better: 
five-star weddings are a means of off- 
loading large amounts of black money, 
which buy the host enhanced status — 
in his own circle of black-money elite, 
that is. 

The hotel-building boom that went 
with the 1982 Asian Games in New 
Delhi has left the capital with a surplus 
of hotel rooms. Coupled with this. 
tourist traffic this year has: been de- 
pressingly low. But, thanks to the 
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Under the pretext of checking all 
homes in a set area, the police could 
concentrate on burakumin dwellings 
without being accused of harassment. 

Shioji Asakura, a freelance writer 
who specialises in crime reporting and 
included a chapter on the Ezaki case in 
his recently published Hanzai no 
Fudoki (A Topography of Crime), does 
not wholly subscribe to the burakumin 
theory. If the police are concentrating 
their investigation on the burakumin, 
Asakura believes, they are doing so 
only out of desperation for want of sus- 
pects. 

Far more significant, according to 
Asakura, is the degree of police secrecy 
surrounding the case, which he says is 
unprecedented and suggests to him 
even an element of police complicity. 
He asks why the particular Osaka 
police who had let the assumed cul- 
prits get away on the night of 14 
November had not been informed by 
their superiors of the fact that a trap 
had been set. 

Osaka reporters who have covered 
the case since the beginning for one of 
the top three national papers, also do 
not support the burakumin theory. 
They point out that the burakumin are 
invariably the first to be investigated 
in criminal cases. They are convinced 
that the police even now do not possess 
any leads on the extortionists. This un- 
bearably embarrassing situation ac- 
counts for their recourse to secrecy, the 
reporters say. They see the entire case 
as a supreme example of mounting 
inefficiencies in an increasingly 
bureaucratic police force. But if that is 
the real story, it is also one about which 
none of the national dailies has dared 
to write. 


vogue for ostentatious weddings, the 
five-star hotels are not too worried 
about their occupancy levels. One 
hotelier reported that as much as 20% 
of his establishment's total revenue — 
about Rs 2 million (US$138,600) a 
month — was from weddings. 

And certainly the hotels have been 
gearing up to take full advantage of 
this new, needed source of revenue. 
They offer reception accommodation 
for between 1,000 and 2,000 guests; ad- 
vise on, and prepare, floral decora- 
tions; provide music and dance pro- 
grammes, and even, in some Cases, ap- 
point the priest to officiate at the cere- 
mony. Video and photographic cover- 
age can also be arranged, and a hotel in 
Madras says that in addition to all this 
it can even design, print and mail the 
invitations: and all the wedding host 
has to dois to hand them the guest list. 

"There is nothing the hotels cannot 
do," said one cynic. 
even be finding the grooms for the 
bride saving the harassed father all the 
hassles ;iof matching horoscopes to 
make sure his daughter marries into 
Status.” 


FAR EASTERN ECONOMIC REVIEW e 7 MARCH 1985 


"Soon they would | 








Yamaguchigumi outside the hospital where Takenaka died: bitter leadership feud. 


BATTLES IN THE BROTHERHOOD 


he killing late last month of Masa- 

hisa Takenaka, the 51-year-old 
boss of Japan's biggest crime syndi- 
cate, the  Yamaguchigumi, has 
sparked an internecine battle be- 
tween the Yamaguchigumi yakuza 
and their wayward brotherhood in 
the splinter gang, the Ichiwakai. 

Several hundred  grief-stricken 
yakuza scuffled with riot police out- 
side the hospital as they kept a vigil 
for their leader until a mob boss, 
speaking from a megaphone and 
using a highly polite mode of Japan- 
ese expression, assured them there 
was nothing they could do and asked 
them to go home. 

Fearing an instant outburst of re- 
venge against the Ichiwakai, the Na- 
tional Police Agency  hurriedly 
stationed 670 riot-squad officers 
near 128 Yamaguchigumi offices and 
56 Ichiwakai hideouts and a 400- 
strong squad of riot police guarded 
the funeral service held at the resi- 
dence of the late Kazuo Taoka, 
Takenaka’s predecessor, in Kobe. 
Columns of yakuza attired in black, 
double-breasted suits stood at atten- 
tion outside the house as about 1,400 
mobsters came to pay their last re- 
pects. Barrages of insults were ex- 
changed as police cordoned off the 
area to search the gangsters for 
weapons. 

The killings brought to a climax the 
bitter leadership feud that has tor- 
mented the Yamaguchigumi since 
Takenaka was chosen to succeed 
Taoka last June. Taoka was killed in 
1981, but it took three years for the 
mobsters to choose between Taoka's 
immediate underling, Hiroshi Yama- 
moto and Takenaka. When Taoka's 
widow intervened to tip the balance 
in Takenaka's favour, Yamamoto 
bolted from the Yamaguchigumi, 
taking an estimated 6,000 mobsters 
with him. 

The Yamaguchigumi has succeeded 
in wooing a good many defectors back 
into its fold, rebuilding its ranks up to 


a strength of about 10,000 while the 
Ichiwakai's membership now num- 
bers some 3,000. It has begun 
sporadic retaliatory attacks, shoot- 
ing handguns at Ichiwakai offices. 
But since the killing, the deepening 
dispute has threatened to erupt inte 
open warfare. Osaka police reported 
dramatically rising sales of bullet- 
proof jackets and bulletproof glass 
while a scramble for black-market 
handguns pushed the price beyond 
¥400,000 (USS1.600) apiece, about 
double the usual price. 

Such concentrated gang warfare 
has not been witnessed since the 
“Osaka war" of 1978, when an unsuc- 
cessful attempt was made on Taoka's 
life. The Yamaguchigumi responded 
by murdering six members of the 
rival Matsudakai gang which it 
thought had perpetrated the assault. 
Police seized on this turn of events to 
try to break up the Yamaguchigumi, 
but their effort petered out after the 
rounding up of some 2,000 small-time 
gangsters, 

Japanese media have dubbed this 
latest battle the "New Osaka War" 
and the police, at least publicly, ap- 
pear to be making another attempt to 
cut the yakuza down to a size they are 
more equipped to control. With the 
disposal of Yamaguchigumi's three 
top mobsters in one blow, the police 
say they are confident the confused 
state of the gang will fracture its 
inner organisation. 

But there is no good reason to be- 
lieve the police will be any more ef- 
fective now than they were seven 
years ago, or in fact that they wish to 
be. Traditionally the two forces, 
though antagonistic in public, have 
tended to cooperate in private. And 
dispirited police officers are known 


even to join the gangs. One such 
former law enforcer is Tsukasa 
Takahashi, now of the Vama- 


guchigumi, who was seen to be taking 
part in a gun battle against the Ichi- 
wakai on 7 February. — BRUCE ROSCOE 
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monarchs and princes who had en- 
= dowed various temples, 
archives, themselves paeans of unself- 
critical praise. 
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Thailands unexplained past 


Thailand: A Short History by David K. 
Wyatt. Yale University Press. No price 
given. 

he historical independence which 
Thailand has enjoyed through the 


‘centuries has brought little indepen- 
'dence in historical thinking. The king- 
- dom’s own historical documents prior 
to the 19th century 


were limited 
mainly to Buddhist scriptures which 
references to the 


and royal 


The major English-language history 


up to now has been that of the genial 
W. A. R. Wood, which, as it was pub- 
lished in 1929, lacks modern reference 


materials. Thai historical writers of 
the past decade have benefited much, 


both by the new materials and by his- 


torical disciplines. But their works 
until now have been severely limited in 
scope — for example, the recent bril- 
liant thesis on the fall of Ayudhya. Soit 
is with pleasure — and surprise — to 


see that, finally, an English-language 








history published which has insight, 


- thorough scholarly research and edito- 
— rial independence. 
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Wyatt, who teaches Southeast Asian 
ry at Cornell University, is not 


| afraid to tackle some of Thailand's 
most difficult problems. For this coun- 
_ try still has historical mysteries which 





may never be solved, and if nothing 
else, the historian can address himself 
as to why this should be so. 

The most scandalous mystery deals 
with the death by bullet of King 
Ananda Mahidol in 1946. While the 


Thais have never classified it — as 
murder, accident or suicide — and 
some Western writers have sen- 


sationalised the case (as in The Devil's 
Discus, which absurdly concluded that 
it was suicide from love for a Western 
girl), Wyatt does not pretend to know 
the answer. He notes the political con- 
sequences and briefly goes into the 
series of investigations of the death. 
Basically and courageously, though, he 
concludes that “the mysterious cir- 
cumstances . .. were only heightened 
by the government's ineptitude in 
handling the major crisis.” 

Equally mysterious has been the 
Thai position during World War II. 
Were they really “forced” into siding 
with Japan after.a few hours of battle? 
Was it a simple matter of pragmatic 
surrender, as many Thais and Ameri- 
cans said after the war? 

Wyatt does not even hint at this ex- 
planation. Strongman Luang Phibun- 
songkram, an unashamed admirer of 
Hitler, became far more anti-monar- 
chical than his colleagues. He changed 
the name Siam to Thailand — an anti- 
Chinese measure, showing that the 
land belonged to the Thais, though the 
name itself is a weird conjuction of 


Fvolution into nationhood 


= The Birth of Vietnam by Keith Weller 


Taylor. University of California Press. 
No price given. 


We a protracted struggle for 
national independence has forced 


'the Vietnamese to look closely at what 


it means to be a nation. During this 


40th anniversary year of the August 
revolution there are likely to be fre- 
- quent references to 4,000 years of Viet- 


namese history. This reflects the per- 
spective of at least one scholar in 
Hanoi, who has singled out three 
periods as crucial to the development 
of national consciousness. These are 
the pre-Han Lac-Viet period, which 
ended with the crushing of the Trung 
sisters rebellion in AD 42; the 10th 
century end of Chinese rule, and the 
anti-colonial struggle of this century. 
American historian Taylor examines 
the first two of these periods and the 
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intervening centuries of Chinese rule. 
He makes available — for the first time 
in English — a detailed record of early 
Vietnamese history, culled from the 
Chinese dynastic histories and. Viet- 
namese annals. There are five of the 
latter listed in the bibliography, all but 
one of which date from the 14th cen- 
tury. Onething the Vietnamese seem to 
have absorbed from their northern 
neighbours is an appreciation of the 
role of history. 

Even so, primary sources do not sup- 
ply enough information to really tell us 
what life was like during the long years 
of Chinese rule. Instead they tend to 
concentrate on periods of rebellion and 
upheaval, Thus, the historian of those 
distant times, if he wants to advance 
beyond the confines of the written rec- 
ord, is forced to do much speculating. 
Taylor does this in a restrained but 
convincing way, teaching us how to 






King Mongkut and Prince Chulalongkorn; 
Phibun: historical mysteries. 


Thai and English — and greeted the 


nominal Japanese "invasion" with 
some glee. 
This acquiescence, according to 


Wyatt, was confirmed and intensified 
by the military, the government and 
the people themselves: “The Thais did 
not see themselves as victims of the Ja- 
panese but as co-participants in the 
shaping of a new world order . . ." 


he third mystery — certainly the 

most important — is how the Thais 
managed to keep their independence 
when all countries around them were 
being colonised during the 19th cen- 
tury. The facile answer — the one in- 
variably quoted by Western historians 
— is two-fold: the Thai monarchy was 
realistic enough to see the uselessness 


read between the lines of history. He 
relies on a few recurring themes to 
reach his conclusions, which should be 
useful to students of present-day Viet- 
nam. 


oOx of these themes is the remark- 
able ability of what the Chinese 
considered an uncivilised frontier to ab- 
sorb outside influence on its own terms, 
without losing its unique identity. The 
best example of this phenomenon is the 
development of the Vietnamese lan- 
guage, which, during the three cen- 
turies of Tang rule, took in a large 
number of mainly literary ‘Chinese 
words, but with a Vietnamese pronun- 
ciation. Although Mandarin was the 
official language of government — and 
was to remain so in independent Viet- 
nam — Vietnamese retained its vitality 
as the popular spoken language. 
Another theme is the correlation be- 
tween the unity and strength of the 
Chinese empire and the state of affairs 
in Vietnam. As Taylor writes, ". . . it 
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of fighting with the West; and the 
Western powers were ready to allow 
Thailand to remain as a “buffer state” 
between England and France. 

The facility of this answer does have 
its truthful elements. But Wyatt has 
unearthed some amazing facts. He 
shows that Thailand was far from 
being a passive country with no control 
over its destiny. He makes clear how 
King Mongkut, for whom he has 
boundless admiration, was able to use 
his knowledge of England and France 
to actually play off one country against 
another. 

While Wyatt delineates the admira- 
ble Thai strategems of both pacifying 
the powers, as well as acting as minor 
agents provocateurs themselves, he 
shows the unadmirable other side of 
the coin: how the monarchical attri- 
butes of “Lord of Life” were far from 
true. 

According to the usual Thai hagio- 
graphy, the kings had absolute power 
until the 1932 revolution. Wyatt shows 
how the kings had anything but this 
power; and how they were virtually 
controlled by their families, their ad- 
visers — most notably the Bunnag 
family — and by the entrenched gov- 
ernment ministers. Thus, when the 
noble King Chulalongkorn tried to 
execute even the most minuscule inter- 
nal reforms, he was opposed on all 
sides. In fact, not until his last years 
was he able to begin the reforms which 
today make him the most highly re- 
vered king in Thai history. 

But it is in the early chapters that 
Wyatt sets the groundwork for the 
most intriguing answer of all: why 
Thailand alone was able to retain and 


was when the empire was in deepest 
trouble that the south prospered most. 
Whenever the imperial court was 
strong enough to dominate the region, 
as under Han and Wu, rebellion and 
political instability ensued. When the 
court was weak, local forces rose, and 
stability followed." If one ventures to 
apply this principle to Sino-Vietnam- 
ese relations today, the conclusions 
look very bleak indeed for Vietnam. 
Perhaps Taylor's greatest contribu- 
tion to our understanding of the birth 
of Vietnam, though, is to take seriously 
the work of communist Vietnamese 
historians and archaeologists. His 
book, in a way, grows out of their re- 
search into prehistoric Vietnam, its 
myths and artefacts, and reflects their 
view of the continuity of Vietnamese 
tradition. It is thanks to Taylor's open- 
ness to the Vietnamese perspective that 
we can begin to understand the current 


leadership’s preoccupation with 
Chinese “expansionism.” 
— SOPHIE QUINN-JUDGE 
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develop its own singular personality 
while simultaneously adding the store 
of knowledge of its neighbours. 

Wyatt shows this as an almost in- 
eluctable evolution. It started with a 
multitude of tiny states, usually under 
the suzereinity of a major power — 
Angkor or Pagan. Then came the col- 
lapse of these powers in the 13th cen- 


CHINA 


THE WALL AND 
THE WATERWAYS 


The Grand Canal of China, published 
by South China Morning Post and 
New China News. No price given. 


The Great Wall of China, photographs 
by Cheng Dalin. South China Morning 
Post and New China News. No price 
given. 


C offee table books are a grand busi- 
ness. They are also often a subtle 
form of propaganda, offering, as they 
do, a glossy, airbrushed view of coun- 
tries, normally seen in tourist 
brochures and inflight magazines. 
When the pictures are nice, and the 
text unobtrusive, one can get over 
this: good photographs are always 
worth a glance. 

These two books, however, are cof- 
fee table books of the worst kind: the 
text is full of propaganda and the pic- 
tures look like Aunt Edna's holiday 
snaps processed by the local chemist. 

This is a pity, as the subjects are in 
themselves fascinating. The Grand 
Canal, stretching 2,500 km, from Pe- 
king to Hangzhou, goes through some 
of the most historical and colourful 
parts of China. The Great Wall, too, 
goes through less hospitable, but in 
parts equally interesting territory. 
Both projects tell us much about the 
Chinese mentality. 

The Great Wall was built mostly 
during periods of national unifica- 
tion — beginning 200 BC during the 
unification of the country under the 
reign of the cruel Emperor Qin, later 
much admired by chairman Mao 
Zedong. The Ming emperors built the 
newest parts of the wall from the 1 4th 
to 17th centuries. After having suc- 
cessfully got rid of the preceding 
Mongol rulers, the new Chinese 
dynasty was terrified of Mongol “re- 
vanchism" and so a wall was built to 
keep those evil foreigners out. 

Most historians — though not the 
authors of this book — are agreed 
that the Great Wall never had much 
real strategic value. It is a psycholog- 
ical piece of architecture, symbolis- 


tury and the rise of actual Thai king- 
doms Sukhothai and Lan Na or 


| Chignai. 


Unlike Burma, which seemed to go 
deepér and deeper into itself, breeding 
what is even today a strong xenopho= 
bia, Thailand's strong monarchs were 
all too willing to get the best of the oute 
side world. — HARRY ROLNICK 


ing the Chinese sense of nationhood; 
the cosy idea that one can keep the 
barbarians outside the Middle King- 
dom at bay by building a great wall 
around it. It is an absurdity of such 
monstrous proportions that one can 
only marvel, open-mouthed, like the 
army of tourists which comes to see a 
fraction of it every vear. 

The book. written in the turgid 
prose of a tired party cadre compelled 
to take foreigners around, hammers 
home one familiar message: how 
much the masses suffered to build the 
wall — *A prodigious wonder, the 
Great Wall was built with the blood 
and sweat of the labouring people..." 

The message of the Grand Canal 
book is more straightforward: the 
canal is à monument to Chinese 
civilisation, but fell into a terrible 
state during the "Kuomintang re- 
gime," only to be miraculously saved 
during the "Dawn of a New Era" and 
so on and so forth. 

One understands that the main 
Hongkong newspaper company has 
to tread carefully with its future 
overlords, but publishing this kind of 
stuff is, as they say, over the top. 

— IAN BURUMA 
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_ A big Taiwanese group's problems reveal weaknesses in the system 


Running to the bank 


_ By Carl Goldstein in Taipei 
it hile most people in Taiwan 
p W were ushering in the Year of 
| the Ox with the customary 
— family reunions and feasting, bands of 
_ placard-bearing creditors besieged the 
— Offices of Cathay Plastic Industry Co. 
- and other enterprises of the Tsai fami- 
ly. The unseasonal behaviour was 
caused by a banking scandal which 
began in Tenth Credit Cooperative, 
one of several financial institutions 
- owned by the family, whose business 
- empire, one of Taiwan's largest, is esti- 
— mated to control more than US$2.5 bil- 
lion in assets in some 100 companies. 
Six top officials from Tenth Credit 
and Cathay Plastic were arrested on 23 
February, and several others are being 
sought by police, including one Tenth 
Credit manager who has allegedly fled 
to Hongkong with NT$2] million 
-. (US$525,000) in bank funds. (Airport 
security officials were on alert during 
the Lunar New Year holidays to ensure 
that no Cathay group officers tried to 
leave Taiwan.) 
F] Local press reports quoted govern- 
- ment sources as saying that Tsai Chen- 
© chou, chairman of Tenth Credit and 
= vice-chairman of Cathay Plastic, is 
= also under investigation for possible 
- criminal involvement in the illegal di- 
wersion of funds from Tenth Credit to 
other group enterprises. Sizable 
_ chunks of the Tsais' Cathay group — 
particularly Cathay Plastic — are in 
— ‘danger of collapse as nervous creditors 
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. call in their loans. Since the problems 
— of Tenth Credit became public, the 


~ drain of funds from Cathay Plastic has 
~ exhausted its liquid reserves and more 
- than NT$1 billion worth of its cheques 
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have been dishonoured by its bankers. 
- On 9 February the Ministry of Fi- 
nance (MoF) abruptly announced a 
three-day suspension of loan opera- 
tions at Tenth Credit, Taiwan's largest 
credit cooperative. The initial reason 
given was that the bank's loans had ex- 
ceeded legal limits. However, it soon 
became apparent that other, perhaps 
political, factors lay behind the move. 
‘It was revealed that bank officers had 
diverted large amounts of funds — more 
than NT$7 billion according to local 
reports — to Cathay Plastic and other 
family enterprises by using employees' 
names to borrow from Tenth Credit. 
The news of problems at Tenth Cred- 
it led to a run by customers, who with- 
drew NT$6 billion of its NT$17 billion 
of deposits in three days. The panic 
spread quickly to a quasi-bank, 
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Cathay Investment & Trust Co., owned 
by Tsai Chen-nan, the older brother 
of Tenth Credit's chairman. Cathay 
Trust's deposits were run down by 
NT$3.6 billion in two days. The Cen- 
tral Bank of China rescued Cathay 
Trust from its immediate difficulties 
by providing an emergency loan of 
NT$6.7 billion and arranging for six 
government-owned banks to supply 
more if necessary. 

At Tenth Credit, however, the MoF 
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athay Plasti creditors protest; Tsai: collapse danger. | 


was much less sympathetic: it sus- 
pended seven top managers for dere- 
liction of duty and passed control of 
the bank for at least six months to the 
government-owned Cooperative Bank 
of Taiwan, which then provided the 
necessary funds to make up for the de- 
posits lost during the run. 

One of the questions being asked is 
why the situation at Tenth Credit was 
brought to a head at this time. As early 
as 1979, legislators raised questions in 
the Legislative Yuan about the institu- 
tion's lending practices, specifically 
questioning whether employees of 
Cathay group enterprises were being 
forced to take out loans which would 
then be turned over to the company. In 
1983, the Control Yuan, Taiwan's 
highest watchdog agency, asked the 
MoF to investigate lending practices at 
Tenth Credit. 

The exposure of the Cathay group's 
problems has revealed a serious break- 
down in the banking regulatory system 
and has increased pressure on the au- 
thorities to speed up the modernisation 





of Taiwan's outmoded financial sys- 
tem. The Control Yuan has established 
a three-man team to investigate the 
possibility of official negligence. No 
specific target has been named, but 
speculation in Taipei has centred 
around Economic Minister Hsu Li-teh. 
His previous post, before his promo- 
tion last year, was chief of the MoF, 
which is directly responsible for the 
banking system. 

Another cause of considerable offi- 
cial discomfort is the 
fact that Tsai Chen- 
chou, the principal 
in the Tenth Credit 
scandal, was nomi- 
nated and elected to 
the Legislative Yuan 
in December 1983, 
as a Kuomintang 
(KMT) member. At 
the time, his selec- 
tion was attacked 
by KMT critics as 
part of the party's 
alleged “golden ox” 
strategy — choosing 
candidates by their 
wealth and influ- 
ence rather than 
their qualifications 
for office. On 6 Feb- 
ruary, three days 
before the current 
crisis burst into the 
open, KMT secretary-general Tsiang 
Yien-si abruptly announced his resigna- 
tion. (There has been no official sug- 
gestion the events are connected.) 

With Cathay Plastic beset on all 
sides by its creditors, local press re- 
ports have said the company and its re- 
lated enterprises may be NT$10 billion 
in debt. Tsai Chen-chou has requested 
government assistance, but it does not 
appear to be forthcoming. The com- 
pany's 1984 results have not been re- 
leased yet, but in 1983 the company re- 
ported sales of NT$4.9 billion. 





he Tsai family's financial empire 

| is considered the second'largest 
in Taiwan, after Wang Yung- 
ching’s Formosa Plastics group. The 
crisis in the Cathay group has highlight- 
ed the manner in which family'conglom- 
erates control key parts of Taiwan's 
economy. Cathay group founder Tsai 
Wan-chun, now old and bedridden, 
made his fortune originally in the soya- 
sauce business during the: Japanese 
occupation. After the war hé expanded 
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into property, insurance, construction, 
plastics manufacture and banking. 
The family's rapidly expanding eco- 


nomic power in part mirrored 
Taiwan's phenomenal growth during 
the 1960s and 1970s. 

In 1979 the Cathay group was split 
into four nominally independent 
branches. Two parts went to Wan- 
chun's sons: one is Tsai Chen-chou's 
Cathay Plastic group, which also in- 
cludes Tenth Credit and International 
Maritime Transport, a listed shipping 
company. Tsai Chen-nan controls 
Cathay Trust and the Lai Lai Sheraton 
Hotel, among others. The other two 
branches, led by younger brothers of 
the founder, are considered by many 
people here to have relatively little to 
do with the Cathay Plastic or Cathay 
Trust groups because of bad relations 
between the uncles and nephews. Tsai 
Wan-lin's Lin Yuan group includes 
Cathay Construction and Cathay Life 
Insurance, and his younger brother 
Tsai Wan-tsai leads the so-called Fu- 
Pang group, which is mostly involved 
in the construction business. 

The run on Cathay Trust im- 
mediately after that on Tenth Credit 
showed that, at least in the public 
mind, the two brothers' businesses are 
closely intertwined. During the past 
two weeks, groups of Cathay Plastic 
creditors went to the Lai Lai Sheraton 
for hearty meals at the hotel's buffet 
and, when presented with the bill, told 
the staff to give it instead to Tsai Wan- 
chun, who is still chairman of Cathay 
Plastic, an honorific post. 

A banker said the public perception 
is sübstantially correct. "Tsai Chen- 
nan has signed cross-guarantees for 
much of the Cathay Plastic group 
debt," he said. It is still too early to say 
whether Cathay Plastic and its related 
enterprises can recover, and Cathay 
Trust's precise legal responsibility will 
likely only be determined by creditors' 
court. suits against the Tsais. Tsai 
Chen-nan and his uncles have main- 
tained publicly that they have only 
moral support to offer Tsai Chen-chou, 
not hard cash. 

Cathay. Plastic's apparent capital- 
raising methods are in part a symptom 
of the inadequacy of Taiwan's banking 
system: According to a recent study, 
banks provide only 56% of private 
companies’ capital requirements. 
Another, 33% comes from the unor- 
ganised| markets — including black- 
market loans and large-scale borrow- 
ing from employees, at rates double 
those of the banks, on average — while 
the remainder, though sought by com- 
pany managers, could not be obtained 
from any source. 

The challenge Taiwan faces is to ex- 
pand the.utility of the banking ap- 
paratus so it can fill the role now being 
played.by the unorganised markets. gg 
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Half-hearted liberalism 


Calls for increased protectionist measures by the EEC are 


| By Shada Islam in Brussels 


Qus protectionist pressures will 
continue to determine the Euro- 
pean Economic Community's trade re- 
lations with its major foreign partners 
in 1985. This trend is expected to gain 
momentum in the year ahead despite 
the EEC's half-hearted backing for the 
launching of a new round of interna- 
tional trade talks. 

The EEC's highly protected textiles 
industry has come out strongly in 
favour of a renewal of the Multi-Fibre 
Arrangement (MFA) when it runs out 
in July 1986. Frightened by a recent 
General Agreement on Tariffs and 
Trade study which recommends scrap- 
ping the MFA, EEC textiles manufac- 
turers are demanding that EEC trade 
negotiators come out firmly in favour 
of maintaining the current arrange- 
ment for another five years. A return to 
free trade in textiles, they contend, 
could mean an increase in the se.tor's 
unemployment levels. 

Similar appeals for stricter import 
restrictions have been made by other 
industries as discussions on overhaul- 
ing the EEC's preferential trade offer 
for developing countries get under way 
in Brussels later this year. Indus- 
trialists and some government delega- 
tions have suggested that “highly com- 
petitive countries" should no longer be 
allowed to benefit from the EEC's 
generalised system of preferences 
(GSP). Calls for reciprocity, which 


or, 

















would allow EEC exporters to pene- 
trate Third World markets in return 
for GSP favours, also have been made 
by industrialists and governments. 
Stricter action is being planned 
against countries suspected of export- 
ing counterfeit goods. The community 
has drawn up new rules which will 
allow its customs authorities to im- 











expected ahead of a new round of world trade talks 


pound and possibly destroy imports of 
fake products. Proposals for tougher 
action against countries accused Of 
dumping their goods in the EEC are 
also currently under study 

In addition to appeals for protection 
put in regularly by the EEC's older 
industrial sectors, the community's 
emerging high-technology industries 
also are clamouring for relief from 
foreign competition. Several European 
manufacturers of high-technology 
products claim they will only be able tg 
become internationally competitive if 
they can obtain temporary protection 


COTTON 
PROBLEMS 


angladesh's exports of cotton 
shirts to the European Econe- 
mic Community soon could be 
subject to quotas, following pro- 
tests from Britain and France 
against increased exports. Unlike 
other South Asian nations, Ban- 
gladesh exports of textiles to the 
EEC market have not been subject 
to quantitative restrictions. But 
London and Paris have com- 
plained about the recent surge. 
Imports into Britain soared from 
200,000 pieces in 1983 to more 
than 1.2 million 
last year. French 
imports more 
than doubled 
from 500,000 in 
1982 to 1.3 mil- 
lion in 1984. 
EEC officials 
have imposed a 
three-month ceil- 
ing on imports 
of Bangladeshi 
shirts to Britain 
and France, while 
they try and 
|! negotiate quotas 


: with Dhaka. Ban- 







































gladesh has argu- 
ed that restric- 
- tions on the EEC 
market. could cause massive 
unemployment in the industry. 
There is also some opposition to 
the British and French demands 
from West Germany. But, in the 
end, calls for protectionism are 
expected to win the day. 

— SHADA ISLAM 
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. EEC tariffs for the electronics and in- 
_ formation industries for at least two 
_ years. Now other hi-tech sectors are 
— pressing for similar relief. 
— Increased protectionism also is ex- 
— pected in the agricultural sector, par- 
T ficularly when Spain and Portugal join 

the common market in January 1986. 
Self-sufficiency in a number of farm 
products could mean either higher 
— EEC barriers or quantitative restric- 
~ tions against imports of competing 
— products, including Third World-pro- 
— duced fats and oils, cereals and animal 
feed. 
—— The EEC's traditional split into two 
Bees. with the free-trading West 

€ ans and Dutch pitted against the 
more protectionist-minded Italians, 
— French and Greeks, is expected to 
—widen in 1985. But, recent battles 
— within the EEC ministerial council 
— have seen an increase in the number of 
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- arguments won on the basis of the. 


~ “legitimate defence" theory. Appeals 

—for access to third-country markets 
— also have been growing stronger and 
more frequent. In most cases these re- 
— quests are addressed not only to the 
— United States and Japan but also to de- 
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_ By S. Kamaluddin in Dhaka 

E» angladesh has become the newest 
E target market for Malaysia's Over- 
seas Investment Corp. (MOIC). Two- 
way trade has risen to the point where 
a direct shipping service is needed — 
_ One of several joint ventures MOIC has 
—recently concluded here. The Malay- 
-sian shogo shosha has also agreed to 
— form a joint investment company with 
the Bangladeshis, and formalised a 
~ counter-trade arrangement. 

— MOIC was established at the behest 
of Malaysian Prime Minister Datuk 
- Seri Mahathir Mohamad two years ago 
_ to promote trade and collaboration 
a mong Islamic and Third World coun- 


tries. 

i An MOIC delegation, led by manag- 
— ing director Mohammad Abdullah 
_ Ang, said during a visit in January that 
it had a number of concrete proposals 
for links with Bangladesh. Besides a 
'ounter-trade package and collabora- 
_ tion in shipping, the delegation pro- 
- posed joint-venture manufacturing; 
— establishment of a joint company to 
undertake trade and business promo- 
tion between the two countries (and in 
- third countries), and the establishment 
_ of bulk-storage terminal facilities (in- 
. cluding domestic processing) for palm 
. oil in Bangladesh. 

MOIC has already signed an agree- 
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fear these arguments will gain ground 
in the year ahead as the EEC's un- 
employment figures — currently at a 
record 13 million — climb further. For 
example, pressure for protection for 
the EEC's steel industry has been 
growing in West Germany and the 
Dutch have been in the forefront of re- 
cent EEC moves to impose tariffs on 
Gulf-produced petrochemical exports. 
Spain's entry — its customs tariffs are 
described as protectionist by EEC ex- 
perts — is expected to reinforce the 
French and Italian camp. 


his inexorable rise in barriersis un- 

likely to be affected by the EEC's 
recent decision to go ahead — albeit re- 
luctantly — with American and Japan- 
ese calls for a new round of interna- 
tional trade talks. “We could no longer 
avoid the issue," said an EEC trade ex- 
pert in Brussels. Although still wary of 
the negotiations, EEC officials fear 
that a refusal to back a new Gatt round 
would have provoked “more unplea- 
santness” with Washington. There are 
also fears that the US could be tempted 
to negotiate its own “plurilateral” ar- 
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Oiling the wheels 
N 
Malaysia and Bangladesh formalise their growing trade 
through joint ventures and new shipping links 
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ment with a local private-sector bank, 
International Financing and Invest- 
ment Co. Bank, to finance projects of 
the joint company. 

In addition, arrangements have been 
finalised for establishing a pharma- 
ceuticals factory in Malaysia as a 50:50 
private-sector joint venture. A 
Bangladeshi pharmaceuticals firm has 
been working on this project for some 
time, but has refused to be identified 
before the signing of the final agree- 
ment. 

Trade between Bangladesh and Ma- 
laysia has been increasing steadily for 
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Chittagong port: direct-shipping service needed. 
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But, as Willy de Clercq, thenew EEC 


commissioner for external links, 
pointed out at trade talks in Tokyo 
early in February, the new Gatt round 
must also involve Third World coun- 
tries. Developing nations, however, 
have been lukewarm to the idea, fear- 
ing that emphasis on the new sectors 
proposed by Washington could push 
the Gatt liberalisation programme 
drawn up in November 1982 into the 
background. The EEC, for its part, 
harbours fears that new rules liberalis- 
ing trade in hi-tech sectors could open 
its own infant hi-tech industry to “un- 
bearable” competition. 

EEC officials stress that they are 
“still not formally committed to the 
new round,” though EEC experts will 
attend the preparatory meetings sche- 
duled to be held in Toronto in July. “A 
new round will only be considered if a 
large consensus can be found on its 
substance, timing and procedures, and 
if it is actively backed up by all Gatt 
members,” said an EEC expert. "m 





several years, and has been heavily in 
Malaysia's favour. During fiscal 1983- 
84 (ending 30 June), direct Malaysian 
exports to Bangladesh stood at US$35 
million, against imports from Bangla- 
desh of only US$2 million. But this 
does not give the. whole picture. Ban- 
gladesh has steadily emerged as a major 
market for palm oil, 
and during the last fis- 
cal year, it import- 

ed more than 90,000 
tonnes, more than 75% 
of which came from 
Malaysia. (Less than 
7,000 tonnes actually 
came direct from Ma- 
laysia, with the rest 
shipped via Singapore.) 
Trade in this area, 
and others, has been 
hampered by the lack 
of. regular shipping 
services between the 
two countries. Forma- 
tion of the new joint- 
venture shipping com- 
pany, starting with two vessels from 
each country, is intended to fill the 
gap. Coupled with the establishment of 
the bulk-storage terminal and process- 
ing facilities for palm oil in Bangla- 
desh, direct general-trade flow ís ex- 
pected to increase substantially. It 
should also be helped, according to 
R. R. Siddiqi, president of Dhaka's 
Metropolitan Chamber of Commerce 
and Industry, by Bangladesh's recent 
reductions in import duties, liberalisa- 
tion of the financial sector and enact- 
ment of laws protecting foreign invest- 
ment. oO 
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financial network. 





Bavaria's historical sites and tra- Duyers credits in the Far Ea 
ditional Bavarian friendliness are ap- ver credits in Luxembourg 
preciated the world over. Yet, few are bank money dealing operat 
aware of the modern, international! out- Eurobond issues. 
look of its institutions. With a balance 


Bayerische Landesbank, for instance. DM 100 bi lion, Our resources ar 
Is not only one of Germany's top banks, stantial. Also, we're bankers to t! 


it's also one of the country's most out- of Bavaria, and an int Jrai pari 
ward-looking. Our global facilities many's most powerful financia 
include branches in London, Singe apore ization, the Sparkassen networl 
and New York (with our IBF and Grand Moreover, we are authorized 
Cayman Branch), a wholly-owned sub- our own DM bonds (one rated A 
sidiary in Luxembourg plus offices in Aaa), an attractive investment fo! 
Johannesburg, Toronto and Vienna as tutional investors wanting to st 
well as our correspondent network their currency risk 
around the world. Our Commercial Pap id 
Through a growing international New York have received best ( 
presence our capabilities range from ratings, tor 


Baile Landesbank 


International Banking with Bavarian Drive and Friendliness 


Ventral Office: Brenner Str. 20, 8000 München 2, Tel.: (89) 2171-01. Telex: 528627 |, Cables: Baye nk Muruct 


New York, Tel.: 310-980¢ Lise PO. Box 2n, Singapore 904 Tel. Mri e Telex RS 21445 aes 


international S.A. Luxe embourg Tel.: 47 5911-1. Representative Offi i 365 Rat) V 





= on ud A Ee and Dc On 
D You have all the benefits of First Class without 
rong" paying First Class. All you pay is Full Economy 

"OC IO Class fare. And he enjoy wider, more comfortable 
















| 2 servi ice. Even on Le you : are offered f ist: yon B 
lounge facilities. Exclusive Golden Club Class. check-in 


ARBUS — service. 30 kilos baggage allowance (except Madras). 


emma, 2 





ent qain as. | 
WELL TREAT YOU LIKE GOLD 


© BANGKOK e HONG KONG ə > KUALA LUMPUR e MADRAS € PERTH e SEOUL è TAIPEI e TOKYO - 








os hiba efficiency is 
on the button. 











Automatic Dialing Call Conferencing Speakerphone/On-Hook Dialing 


Frequently called numbers can be dialed Simply by pushing buttons, you can bring Lets you talk with your hands free, and 
automatically, Saves time, eliminates together an outside caller and several of allows group listening. You can also place 
mistakes. vour own staff, for a conference call. calls without lifting the receiver. 








Toll Restriction Automatic Hold Reminder 
Prevents unauthorized toll calls. You can Your caller will never be forgotten, 
program which stations are allowed to because Strata signals you when a caller 
make long distance calls has been left on hold too long 


Get efficiency no ordinary phone can match with 
Toshiba’s Strata Series Electronic Key Telephone System. 
With just the touch of a button, you can operate a number of handy, time-saving features. 
And Strata requires only 1/4 the installation time of a traditional business telephone system. 
Best of all, it’s built by Toshiba, a world leader in electronics. So you know it’s reliable. 
Toshiba Strata — efficiency at your fingertips. 


TOSHIB 


TOSHIBA CORPORATION ose 


DATA DYNAMICS PTE. LTD.: 149 Rochor Road #04-06/07, Fu Lu Shou Complex, Singapore 0718 Tel: 3365577 
ANUGRAH JAYA LIBRATA P.T.: Jl. Bandengan Utara No. 14-H, Jakarta, Indonesia Tel: 677076, 670875, 677510 
TAISHIBA BUSINESS MACHINES CORPORATION: 7th FI., 178, Sec. 2, Nanking E. Rd., Taipei, Taiwan Tel: (02) 521 3361 
TELE DYNAMICS SDN. BHD.: 51, Jalan SS21/568, Damansara Utama, Petaling Jaya, Malaysia Tel: 787115 

CHEVALIER (OA) LIMITED: Rm. 1004-1006, 10/F Energy Plaza, 92 Granville Road, Kowloon, Hong Kong Tel: 3-693783 








Banking to D tradition 


The renewed popularity of an age-old domestic spirit 
catches Japan's largest liquor manufacturer off guard 


By Charles Smith in Tokyo 


untory, the invincible Japanese 

liquor giant which for the past 10 
years has been frustrating the efforts 
of foreign companies to penetrate the 
Japanese whisky market, has been 
worsted by an army of pygmies in the 
shape of several hundred small Japan- 
ese shochu distillers. This seems to be 
the message of recently published fig- 
ures which show Suntory's sales fall- 
ing by 21% and its ordinary profits by 
a spectacular 84% in the first half 
(ended 30 September 1984) of the com- 
pany’s current business term. 

Sales of shochu, a traditional Japan- 
ese white spirit normally distilled from 
rice, potatoes or grain and which re- 
sembles vodka in taste and appearance 
— but not in price — had been pegging 
along for years at 225-250,000 kl be- 
fore climbing to an estimated 375,000 
kl in 1983 and possibly to more than 
550,000 kl in 1984. Whisky sales, 
meanwhile, slipped by an estimated 
15-20%, and in 1984 even beer — long 
established as the most popular drink 
in Japan — suffered a 5% sales decline 
despite record heat during much of the 
summer. 

The shochu boom seems to have been 
bad news for nearly all the major Ja- 
panese brewers and distillers in 1984, 
but Suntory, with a 70% share of the 
domestic whisky market and an over- 
whelming reliance on Western as op- 
posed to Japanese-style liquors, has by 
far suffered the most. According to 
some outside estimates, sales of Old, 
the medium-priced premium-grade 
whisky which is usually considered to 
be the company’s flagship product, 
may have fallen to less than 7 million 
cases in 1984 compared with a peak of 
11.4 million in 1981. 

Unlike whisky, which ranges in 
price from the moderately cheap to the 
inordinately expensive, shochu is uni- 
formly cheap: a 720-ml bottle, with an 
admittedly lower alcohol content than 
whisky, carries a standard retail price 
of ¥520 (US$2) whereas whisky can 
range from ¥700 a bottle for some of 
the cheaper unbranded varieties to up 
to ¥50,000 for Suntory’s most exclu- 
sive brand. 

Price differentials widened further 
in mid-1984 when the Ministry of Fi- 
nance (MoF) raised the tax on a litre of 
premium grade whisky from ¥1,755 to 
¥2,098 and on grade-A shochu from 
358.50 to Y78.60. But value for money 
is not the only reason for shochu's re- 
cent triumphs, according to marketing 
experts. Somehow, a traditionally 
downmarket drink that had a depress- 
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Shobha; Cobra wel: on Ihe bandwagon, 


ing association with poverty in post- 
war Japan has emerged as a glamour- 
ous new product — ideally suited for 
sipping in Tokyo bars where salary- 
men congregate after work or by 
women office workers in the lunch 
hour. 


untorys own marketing men, 

though still wondering what hit 
them, say shochu's secret may have 
something to do with the health image 
that younger people (especially 
women) apparently associate with 
white spirits such as vodka and gin — 
but not with whisky. Another impor- 
tant factorseems to have been the deci- 
sion, around 1981, of a handful of long- 
established Japanese-style distillers to 
start borrowing Suntory's Western- 
style marketing techniques. Takara 
Shuzo, the Kyoto-based sake brewer 
and distiller which started the shochu 
boom, did so with a product named Jun 
(purity) and a glass bottle (in place of 
the traditional ceramic jar) which 
bears a remarkable resemblance to 





a eA used fora Sumlory vodka” 


The shochu marketed by Takara and 
other Westernised shochu distillers is 
known as korui and resembles vodka 


both in flavour and in the method of . 


production much more closely than the 
older otsurui type of shochu made by 
most small distillers. Unlike otsurui, 
korui shochu mixes naturally with 
juices or soda to form a variety of long 
drinks— whichis 
the way Japanese 
women normally 
drink it. Even 
otsurui shochu, 
however, is now 
booming with the 
general  enthu- 
siasm for colour- 
less spirits. 

Suntory has 
counter-attack- 
ed the shochu 
boom, by launch- 
ing a new wave of 
cheap, branded 
whiskies which it 
hopes will claw 
back some of the youth market. Typi- 
cal of the new entrants is Cobra, à 
bourbon-style whisky which costs 
¥800 for a 500-ml bottle and which 
sports a series of cartoon-style 
labels featuring black men embracing 
white women, with captions (in Eng- 
lish) such as: “Are you ready now?" 
Less controversially, but possibly 
also with less chance of success, Sun- 
tory has tried to climb on the shochu 
bandwagon by launching its own pro- 
duct. 

Suntory’s Yuki brand of shochu (the 
name means snow) appeared on the 
Tokyo market in October and is said to 
be selling well. But the company has 
received “guidance” from the National 
Tax Administration Agency (NTAA) 
not to launch the product elsewhere for 
the time being. The NTAA apparently 
feels that the small shochu distillers 
who launched the boom should be 
given a chance to enjoy themselves be- 
fore they come under the guns of the 
nation's big liquor producers. 

The shochu boom could be stopped 
in its tracks by a decision of the MoF to 
start taxing Japanese-style white 
spirits at the same rate as Western- 
style spirits such as vodka or tequila. 
Despite intensive behind-the-scenes 
lobbying by Suntory, this is apparently 
not likely to happen in the near future. 
A punitive tax raise on shochu would 
put hundreds of small companies out 
of business and would bring down on 
the government's head a storm of 
abuse that would probably be far 
worse than the reproaches of one or 
two big companies which stand to lose 
by a continuation of the tax differen- 
tial. Suntory, accordingly, will be left 
to soldier on — if that is the right ex- 
pression to describe the plight of a 
company which is almost certainly the 
world's largest distiller of alcoholic li- 
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Juggling the figures 


Thailand’s flag-carrier faces a sharp drop in profits because 
of the devalued baht, with more heavy expenses looming 


By Paisal Sricharatchanya in Bangkok 


fter a record profit in its most 

recent financial year, flag-carrier 
Thai Airways International has been 
caught in a sudden economic 
downdraft. Currently, the biggest 
problem is a Baht 1.7 billion (US$63.7 
million) foreign-currency loss result- 
ing from the effect 
of last November's 
devaluation on the 
airline’s aggregate 
Baht 15.3 billion 
foreign debt. The 
loss is to be com- 
pletely written off 
this year. As a con- 
sequence,  pre-tax 
profit is projected 
to shrink from the 
Baht 2.1 billion 
achieved during the 1984 financial 
year (ended September) to only Baht 
154 million. 

The decision to write off the loss in 
one stroke is a bold move. But as Thai's 
president Janya Sukontasap said: "We 
are prepared to work hard this year [to 
compensate for the currency loss], 
rather than leaving it as a financial 
burden in the future." This post-de- 


" valuation shock is unlikely to have any 


impact on the airline's longer-term ope- 
ration. Since about 80% of its revenue 
is in foreign currencies, the baht's par- 
ity change may produce a net currency 


—gain on operating results. Based on 


Thai's successful performance in re- 
cent years, many analysts believe pro- 
fitability will revert to healthy levels 
by 1986. 

But 1985 promises to be a tough year 
in view of the cost of new aircraft and 
other expenses. These include the con- 
@ruction of a new 23-storey headquar- 
ters to commemorate its 25th anniver- 
sary, the final investment in a wide- 
body aircraft-maintenance centre (to 
open in May) and the near-doubling 
of capacity of the profitable flight 
kitchen. These projected investments 
call for Baht 5.4 billion during 1985-86 
which, in Janya's words, may pose 
some cash-flow problems. 

The 1985 profit picture is also 
clouded by the slim prospect of any 
windfall gains. The record 1984 profit, 
which was more than three times that 
of the previous year, was partly due to 
a Baht 723 million book gain, produced 
by a shortened aircraft-depreciation 
period. The balance of last year's profit 
growth was accounted for by increased 
passenger and cargo traffic (REVIEW, 
10 Jan.) savings from declining oil 
prices and interest rates, plus foreign- 


exchange gains from currency hedg- 
ing. 

After 24 years of operation (and pro- 
‘fits in each of the past 20 years), the 
airline now flies to 40 destinations in 
30 countries. From an initial six rented 
aircraft, it now owns 18 aircraft 
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(mostly A300s and. ng 747s) and — 
has two more on lease. Built around a 
solid reputation of good service, opera- 
tions have improved markedly during 
the past two years against a 
background of the world aviation re- 
covery. 

During the 1984 financial year, total 
traffic carried measured in revenue 
tonne-kilometres (rtk) was 1.19 bil- 
lion, an 8.7% increase from the previ- 
ous year. There was an above-average 
expansion of 19.3% in freight traffic 
alone. The system-wide load factor 
rose from 62.5% to 65.6% during the 
same period, while the total number of 
passengers went up 4%, from 2.5 mil- 
lion to more than 2.6 million. 





SELLING A GOOD NAME 


he package of proposed policy re- 

forms for Thailand’s mammoth 
state-enterprise sector approved in 
late January calls for partial privati- 
sation of not only financially ailing 
operations but also profitable cor- 
porations such as Thai Airways In- 
ternational. But like most other ob- 
jectives of the package, share offer- 
ings are easier said than done 
(REVIEW, 21 Feb.). 

To make them possible, the govern- 
ment must amend existing laws 
which prohibit private investment in 
state enterprise. The legis- 
lative changes can be both 
time-consuming and 
fraught with problems. 
And perhaps more impor- 
tantly, several other prac-. 
tica! issues specific to Thai 
International’s case may 
further reduce the chances 
of privatisation. 

Although the airline’s 
senior executives have not 
said so openly, they pri- 
vately make it clear that 
they oppose the idea. As 
one commented: 
our shares by listing on the stock- 
market [as conceived by the econo- 
mic ministers] is virtually impos- 
sible. We stand to gain nothing. 
The thing to remember is that we 
constantly have to deal with foreign 
governments on air traffic rights 

and the negotiation is best handled 
by [a government-owned airline like 
wel. T 


"Selling part of 





JAL; SIA: go ahead. 
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In a guarded comment recently, 
Thai's president Janya Sukontasap 
said the management was finalising 
its recommendations by outlining the 
pros and cons of the move. “The Fi- 
nance Ministry must decide whether 
it wants to reduce its present hold- 
ings [84%] and, if so, by how much. 
We also have to consider the potential 
repercussions on our credibility and 
borrowjng capability if the ministry 
stake is scaled down to a simple 
majority." Under existing regula- 
tions, the government cannot 
guarantee loans for any 
state enterprises in which 
it holds less than 70% 
equity. 

Referring to the privati- 
sation procedures of Japan 
Air Lines and Singapore 
Airlines, Janya said if a 
final decision is made to go 
ahead with a share divest- 
ment, priority should be 
given first to employees 
and then to financial in- 
stitutions before any shares 
are sold to the public. 

Some analysts see the privatisation 
of money-making enterprises as 
likely to cause more harm than good. 
One academic specialising in the sub- 
ject commented: “Outfits like Thai 
are already doing fine. To sell part of 
it may adversely affect staff morale. 
What the government should concen- 
trate on is how to privatise the vari- 
ous loss-riddled agencies..." 

— PAISAL SRICHARATCHANYA 
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Anticipating further strong growth 
in both passenger and cargo traffic this 
year, the airline is leasing two more 
Airbus A300-B4s in March (to coincide 
with the scheduled overhaul of part of 
its existing fleet) and taking delivery of 
two new Airbus A300-600s in Sep- 
tember (which will become the 11th 
and 12th Airbus aircraft owned by the 
airline). Financing for the two new jet- 
liners, costing US$52.3 million apiece, 
has been finalised — including 80% in 
mixed export credits from France, 
West Germany and Britain (all 
partners in Airbus Industrie) and the 
remaining 20% from a ¥5 billion 
(US$19.1 million) bond issue floated 
last August. 

The new aircraft, which are an up- 
graded model of Thai's existing fleet of 
A300-B4s (with added seating and 
cargo-handling Ps, pesar will be 
employed for popular medium-range 
routes such as Japan and Australia. 
The acquisition of the two A300-600s 
— with four more reserved in the pro- 
duction line — has meant the post- 
ponement of Thai's option on two 
more Boeing 747s (its seventh and 
eighth) from 1985-87 to perhaps 1987- 
89. 


hai is also expected to carry out a 

long-delayed plan to raise capital 
this year. It has been working with a 
very small capital base and, being a 
state-owned corporation, past efforts 
at raising capital were problematic. Its 
current outstanding external debt of 
Baht 15.3 billion is more than 10 times 
the Baht 1.4 billion registered capital. 
But if Baht 2.7 billion worth of re- 
tained earnings are taken into account, 
the debt:equity ratio works out to 
roughly 4:1 — high, but considered ac- 
ceptable by aviation standards. 

The airline had sought permission 
from the Ministry of Finance (MoF) to 
withhold payment of a Baht 864.9 mil- 
lion corporate tax from its 1984 profit 
by using the same amount as a capital 
increase, but this was rejected. More 
recently, the airline's board approved 
in principle the transfer of all of the 
retained earnings to capital, which 
creates a much larger capital base to 
facilitate further operational expan- 
sion. 

While officials see no serious diffi- 
culty in carrying this out, final ap- 
proval has yet to be granted by the MoF 
and Thai Airways Co. (the state-run 
domestic carrier) The two agencies, 
respectively, hold 84% and slightly 
less than 16% shares in the national 
carrier (with 17 more shares of Baht 
1,000 each held individually by Thai's 
founders and present directors). 

Despite the impact of the devalua- 
tion on this year's profits, senior exe- 
cutives say preliminary first-quarter 
results have been highly encouraging 
and indicate another year of favoura- 
ble performance — with growth prob- 
ably matching the level achieved in 
1984. oO 
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Reform upon reform 


China's efforts to liberalise its foreign economic relations 
may lead to the overhaul of its foreign-exchange system 


By Robert Delfs in Hongkong 


hina's plans to liberalise its foreign 
trade structure are still clouded by 
questions of the impact of decentrali- 
sation and reform of the trade 
bureaucracy and the pressures on 


China's rather mysterious foreign-ex- | 


change system. 

An ambitious plan to break up the 
monopolistic roles played by the 14 na- 
tional foreign-trade corporations was 
announced in September (REVIEW, 11 
Oct. '84). The plan, which is scheduled 
to take effect gradually this year, 
calls for trading to be handled by 
specialised enterprises and corpora- 
tions acting as agents on a commis- 
sion basis. Importers and exporters are 
to be allowed to select their agents. 

The ultimate 
objective is a 
strict separation 
of the adminis- 
trative functions 
of the Ministry of 
Foreign Econo- 
mic Relations 
and Trade and 
the commercial 
activities of trad- 
ing corporations, 
importers and 
exporters. The 
plan is to elimi- 
nate the mono- 
polistie purchase 
of goods for ex- 
port and the al- 
location of im- 
ported goods to 
enterprises by the 
State. 

It is far too early to assess this pro- 
gramme, but fears that confusion and 
misunderstanding will be increased 
appear to be well-founded, at least in 
the short run. A host of different 
Chinese organisations has become in- 
volved in trade activities, including 
local government agencies and mili- 
tary units. The entry of new players, 
many of which lack experienced staff, 
is causing disruptions in relationships 
built up between Chinese suppliers 
and foreign purchasers during the past 
six years. 

There are reports that some trade 
corporations have been unable to fulfil 
orders because they no longer control 
their own sources of supply, and have 
turned to other organisations or at- 
tempted to market their products over- 
seas directly. 

These problems probably could not 
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be avoided if serious decentralisation | 


is to take place. In theory, market 
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forces eventually will weed out the less 
efficient, resulting in many different 
trading organisations, each more ag- 
gressive, flexible, and with better spe- 
cialised knowledge of particular mar- 
kets and local conditions than a cen- 
tralised bureaucratic structure could 
ever command. 

But creating a clear distinction be- 
tween the roles of governmental ad- 
ministrative organs and commercial 
enterprises — which may be state- 
owned, collective or private — may be 
difficult. 

The party committee of the Fuzhou 
military region recently shut down 19 
shell companies set up by military 
units during 1984, through which units 





allegedly engaged in speculative trans- 
actions in motor vehicles, TV sets and 
radio-cassette recorders, the Peogflt's 
Daily reported on 3 February. The re- 
port said military trading companies 
in the district had earned more than 
Rmb 3.6 million (US$1.3 million) since 
September 1984. 

Military sub-districts and armed 
forces departments were told to cease 
*all non-productive trading activities" 
on 14 January. By the end of the month, 
following "consultations with local 
authorities and external businessmen, 
14 signed contracts worth more than 
Rmb 8 million were cancelled and the 
19 trading companies closed or re- 
voked," the report said. Similar cases 
have been reported in Hainan island, 
which became a major source of 
imported cars and trucks to other re- 
gions. 

In large part, these problems arose 
from the contradiction between decen- 















fo e m-exchange operations. Al- 
' Fibough foreign-exchange earning or- 
M sations areentitled to retain a por- 
- tion of receipts which can be used for 
jurchasing imports, others need au- 
- thorisation to purchase foreign ex- 
HE Bimnange. 
This has had the anomalous result of 
- inducing enterprises of all sorts to set 
—— upsubsidiaries and projects only dubi- 
~ ously related to their normal opera- 
- tions. For example, an inland steam- 
p E: company in Chongqing, without a 
~ foreign-exchange allocation, is plan- 
to build a hotel for foreign 
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his situation is $ cross purposes 
with the objectives of reforming and 
rationalising the foreign trade struc- 
ture. When military units become in- 
volved in trading véhicles and TV sets 
or when shipping companies diversify 
into hotel operations to obtain foreign 
exchange, it is unlikely that overall 
economic efficiency has been 
maximised. 
These factors have also led to the 
development of a black market in 
foreign exchange and foreign-ex- 





R unning out of time 


bs T major LNG plant in Canada is being threatened)by 


- the withdrawal of a prospective Japanese customer 


By Ashley Ford in Vancouver 


E has almost run out for getting a 
planned liquefied natural gas 
(LNG) project on Canada’s west coast 
- off the ground. The US$2.5 billion pro- 
ject, which was in trouble almost from 
x the start because of the near-collapse 
of its original Canadian sponsor, has 
pem dealt a grievous blow by the deci- 
on of oneof five prospective Japanese 
€ sustomers for the gas to withdraw 
yn m the scheme. 
- Canada LNG Corp., the group at- 
iir mpting to nail down agreements 
- with the remaining four Japanese util- 
_ ity companies, is bravely soldiering on, 
a the withdrawal of Osaka Gas Co. 
have already doomed the project. 
3 e remaining companies — Chubu 
Beet Power Co. Inc., Toho Gas Co. 
- Inc., Chugoku Electric Power Co. Inc. 
- and Kyushu Electric Power Co. are 
. still interested in seeing the LNG plant 
_ built in British Columbia, but there are 
. now rumblings from Chubu that it may 
—— soon follow Osaka and seek its LNG 
Xe elsewhere. 
^ Withdrawal by Chubu, the prospec- 
. tive major customer, would kill the 
= project. The proposed plant, to be built 
"at Grassy Point near Prince Rupert, is 
| oto have a production capacity of about 
. 2.9 million tonnes annually. Chubu is 
— to take more than half the production 
=  — 1.6 million tonnes annually — over 
. 20 years. Osaka was to take about 20% 
~~ of the gas or about 550,000 tonnes a 
- year. Chubu has already threatened to 
~ invoke a cancellation clause in a sales 
— Contract signed in 1981 and may soon 
| have no choice. It is building a gas- 
fired power plant near Nagoya in cen- 
tral Japan which is due to come on line 
in 1988 and the plant's productivity is 
directly tied to receipt of Canadian 
LNG by that time (REVIEW, 19 Apr. 
'84). 
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Gas experts concede that even if 
agreement is reached within the next 
three months it is doubtful the plant 
can be constructed in time to meet 
Chubu's deadline. Cancellation of the 
project would have a deep impact on 
trading relations between Canada and 
Japan, a message that was conveyed to 
senior Japanese officials by External 
Affairs Minister Joe Clark during a 
recent Tokyo visit. Japanese sources 
here say Canada would be set back at 
least 20 years as a potential supplier of 
LNG to Japan if the project fails. If 
realised, the project would be the 
"largest single commercial deal" yet 
negotiated between the two countries 
and the LNG would be the largest 
single item in the current US$9 billion 
annual trade between the two coun- 
tries. 

Competing projects in Australia, 
United States, the Soviet Union and 
several other countries could fill the 
gap left by Canadian suppliers and, in 
fact, many of them are already lobby- 
ing for scrapping of the Canadian pro- 
ject. Osaka said it will fulfil its re- 
quirements from Indonesia and Chubu 
would likely go to Australia for 
supplies. Mitsubishi Corp. and Mitsui 
and Co. are jointly developing offshore 
gas fields near Dampier in the north- 
western part of Western Australia. A 
massive project, it is anticipated that 6 
million tonnes of LNG will be trans- 
ported annually to Japan beginning in 
1988, which would coincide with 
Chubu's Nagoya plant opening. Other 
partners in the Australian Northwest 
Shelf project are Woodside Petroleum, 
Shell, Broken Hill Proprietary Co., 
British Petroleum and Chevron. 

Loss of the Canadian project, which 
has been hailed as a solution to the 
plight of market-hungry gas producers 





Meg Md ilegal 
and what is i bes tolerated and 


cese iof Caland 
what is not, are ambiguous. Is a 
Chinese enterprise which purchases 
goods from abroad in renminbi and ar- 
ranges for another enterprise to ex- 
change the renminbi for exportable 
goods engaging in the black market? 
The ubiquitous fruit peddlers 


stationed near hotels for foreigners 
who trade renminbi for FEC are one 
sign of unofficial tolerance, but the 
true scale of the black market is un- 
known. There are reports that an infor- 
mal (but not necessarily illicit) market 





in British Columbia and Alberta, 
would also be a heavy blow to the al- 
ready depressed western Canadian gas 
industry and mean the loss of millions 
of dollars in export earnings. 

The main sticking point remains 
price. Falling world oil prices, and 
therefore LNG prices, have all but de- 
stroyed the economics of the plant. But 
the desperation of the British Colum- 
bia and Alberta provincial govern- 
ments and the Canadian Government 
to get the project going has reportedly 
forced them to consider special pricing 
arrangements. Pricing discussions be- 
tween the two sides continued into 
January — past the December deadline 
declared, but not acted upon by the Ja- 
panese — whén Osaka dropped its 
bombshell. 


Aa major obstacle to the project 
— securing the needed supplies of 
gas — was removed late last year fol- 
lowing agreement between the Alberta 
and federal governments over export- 
gas pricing. The Alberta provincial 
government quickly announced it 
would guarantee supply of half the gas 
feedstock necessary for the plant, re- 
versing its previous opposition. It had 
been unwilling to allow supplies to be 
drawn from Alberta auner terms 











for foreign exchangenow ex 





Chinese enterprises and financia 
stitutions, with transactions taking 
place at two to four times the official 
rate. 

The logic of decentralisation and in- 
deed of the Open Door reforms would 
seem to demand the legitimisation of a 
foreign-exchange market, and some 
Chinese economists have cautiously 
suggested just that. But there is a well- 
founded concern that exchange-rate 
liberalisation could get out of control, 
and steps towards a market are likely 
to be cautious and slow. 

In a limited sense, the Bank of China 
(BoC) monopoly on foreign exchange 


Alberta gas: guaranteeing supplies. 





which might have undermined the 
marketing position of its. far larger 
pipeline exports to the US. The British 
Columbia provincial government had 
already approved gas-export permits 
for the other half of the gas. 

Osaka's withdrawal will mean a 
downscaling of the original project, 
but a spokesman for Canada LNG in- 
sists the Japanese still want the project 
to proceed. “The four Japanese com- 
panies all had the same opportunity to 
drop out, but they didn’t. They are still 
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'anisations in China are now au- 
thorised to issue hard currency 
guarantees for loans to Chinese or- 
ganisations and joint ventures with 
foreign firms, the Peking Jingji Ribao 
(Economic Daily) announced on 12 
February. These include branches of 
the Hongkong and Shanghai Banking 
Corp. and the Bank of East Asia, Bri- 
tain's Standard Chartered Bank, the 
China International Trust and Invest- 
ment Corp. and six Hongkong and 
Macau-based sister banks of the BoC. 
Although none of these organisations 
are authorised to engage in foreign- 
currency conversions or settlements, 


positive on it,” 
said spokesman 
Dave Bramsen. 
“In fact, the re- 
maining Japan- 
ese buyers asked 
us if we'd be in- 
terested in con- 
tinuing on a 
smaller basis. We 
told them we're 





interested in 
looking at it.” 
ronically, the 


came just as the 
project appeared 
to have a better 
than even chance 
of succeeding. It 
is the latest in a 
series of reverses 
that have 
plagued the project since it was first 
put forward by Dome Petroleum of 
Calgary and Japanese trading house 
Nissho-Iwai. Should the project fail, 
the British Columbia government will 
have to shoulder much of the blame. It 
stunned the Canadian business world 
when it chose the financially shat- 
tered Dome over a rival consortium of 
Westcoast Transmission Co., Petro- 
Canada and Mitsui and Co. to build the 
plant. 

Dome's massive financial problems 





significant. 

The next step is likely to be the for- 
mation of an inter-bank market for 
renminbi , FEC and foreign exchange 
in Shanghai or the Shenzhen Special 
Economic Zone bordering Hongkong. 


| While, initially, participation in sucha 





latest setback | 


| also be seen 


market would likely be tightly control- 
led, it would in effect legitimise certaim 
aspects of the gres and would 
as the ep towards 
making the renminbi convertible 
currency. Provision for such inter-bank 
operations may be made in new bank- 
ing regulations which are expected to 


markel 


first st 


be published in the near future "m 
eventually became a major barrier 
to the project. For almost a year the 
project was in total disarray as Dome 
sought to find partners and reduce its 
80% stake. Finally, late last year 


ed from the 
^ restruc turing 
l^ Wise as West- 


Dome was virtually removi 
project and a complet 
took place. Original 


ern LNG, the project was re-named 
Canada LNG Corp., and is now run by 
Union Oil of Canada and NICR, a sub- 
sidiary of Nissho-Iwai 

Under the restructuring, Canada 


LNG will purchase the gas from pro- 
ducers and suppliers, uct, own 
and operate the pipeline for transmis- 
sion of gas to the plant. It will also con- 
struct the plant and charter LNG tank- 


consti 


ers to transport the gas to Japan, All 
| the licences, permits and assets will be 
| in the name of and owned by Canada 
LNG 
No date has been set for new talks 
and the Canadians say the Japanese 
deadline is "really a technicality. As 
long as we are talking, there is still à 
project." But Japanese sources Say 
Chubu is becoming increasingly an- 


xious and that if something definite is 
not achieved by April it will withdraw 


Even if the Japanese quit, there is à 
slim chance the project might be re- 
vived with new partners. South Ko- 
rean interests are closely monitoring 
the negotiations and have quietly 


been gathering information on the 
n g 
project. 
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The People's 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
00 b/w illustrations and 
all the information on 

China you'll ever need! 
Now only US$75 


ES (hard cover) 


^3 


The he 970- page People's Republic of China Year-Book 1984 is 
wit hout doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
)olitics, science and technology and countless other subjects. 


What is it? 

Th The result of thousands of man-hours, the People’s Republic 
China Year-Book 1984 was written and edited by The New 
hina News Ltd. and Evergreen Publishing Co., a group of 
le licated professionals who know China intimately. The 


est Mn a book of unmatched breadth and depth. 


| p needs it? 

-or mpletely indexed, the People's Republic of China Year- 

1984 places thousands of facts and bits of information 

ye our immediate disposal. The book is essential to 

)usinessmen, financiers, students, professors and virtually 

1y yo ne with a need to know or a keen interest in China of 

. Liberal use of charts, maps, tables and colour 

) EZ makes the book enjoyable as well as informative 
"ading. 


v to get it 

O Ber your copy(s) now by simply completing the coupon 

) el ow and returning it together with the indicated payment of 
US$ 75 (or the equivalent in local currency) to the indicated 


-barrelled 
you cannot afford to pass Fis 


j . T 
E " B ; ^ 
"2 E efi KS 
d J bd a Bie) * ma 
OUD 





| ib. 


fer 

















3 i " 


- CL 


The Annals of 
China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 





This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 

What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 














‘ulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. d 
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l The People’s Republic of | The Annals of China’s 
China Year-Book 1984 for Enterprise Register 1984 for | C) LJ Please send........ set(s) of both | 
which I enclose US$75 per | which I enclose US$80 per The People’s Republic of China | 
copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 
add US$10. for airmail add US$12. for airmail | China’s Enterprise Register 1984 | 
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A taste of Hemlock 


Indian scientists believe bureaucrats are sabotaging efforts 
to promote an indigenous pure silicon-producing capacity 


By Jayanta Sarkar in Calcutta 


long-simmering dispute between 

Indian bureaucrats and the scien- 
tific community over an agreement 
with a United States firm for the sale of 
technology covering the manufacture 
of ultra-pure silicon —the basic build- 
ing block of the electronics industry — 
has erupted into a major controversy. 

The deal has also become a test case 
for the policies of the government of 
Prime Minister Rajiv Gandhi which 
promises to take the country into the 
21st century through the introduction 
and spread of modern technology and 
give high priority to developing indi- 
genous scientific capability. 

At the centre of the controversy is a 
collaboration agreement 
signed by India’s Depart- 
ment of Electronics with 
Hemlock Semiconductors 
Corp. of the US to supply the 
technology and equipment 
to set up a silicon facility at 
Baroda, 

The agreement was ar- 
rived at after years of negoti- 
ations and a long waitfor US 
Government clearance with 
negotiations reaching the 
level of US Secretary of 
State George Shultz — only 
to be overturned at virtually 
the last moment by a deci- 
sion to submit the deal to a 
new review. 

Hemlock, the second- 
biggest silicon producer. in 
the world, would reportedly 
have been paid about Rs 900 
million (US$71.3 million) for the pack- 
age. The complex would have had a 
production capacity of 200 tonnes of 
polysilicon a year and would also have 
produced crystals and wafers, used in 
the manufacture of solar photovol- 
taics, semiconductors and other elec- 
tronics products. 

Some Indian scientists objected to 
the deal on grounds that it was redun- 
dant, and that domestic industry 
should be able to provide the technol- 
ogy, given proper encouragement. 
They believe that import of the Hem- 
lock technology at this stage would 
jeopardise indigenous efforts. Advo- 
cates of this view include C. N. R. Rao, 
the highly respected director of the 
Indian Institute of Science (IIS). 

Supporters of the deal, however, feel 
that the country has already lost much 
valuable time in the debates over indi- 
genous vs imported technology. “Sili- 
con technology is not something that 
you get off the shelf. Few governments 
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and fewer companies want to sell it, 
and now that at least one reputable 
company has come forward, we should 
grab it," said one expert. 

The issue has come before the Indian 
cabinet several times since 1976. 
India's leftwing press dubbed the deal 
a sell-out to the Americans. A recent 
offer by an East German agency for a 
similar package, reportedly with a 
lower price-tag, lends weight to such 
criticisms. 

The US administration's clearance 
for the export of Hemlock's know-how 
and equipment depended on the final- 
isation of a comprehensive India-US 
memorandum of understanding on sci- 


The indian parliament: electronics workers: a powerkil Webby in a high-priority sector. f 


entific and technological collaboration 
— which was pushed through only 
after the new Gandhi government was 
installed on 31 October. But just as 
clearance was given, controversy 
erupted, fuelled initially by some mem- 
bers of the government's Department on 
Non-Conventional Sources of Energy. 


hey claimed that the technology 

was at least a couple of technologi- 
cal generations old, that Hemlock was 
virtually dumping it on India while 
using an improved version itself, that 
the deal was too expensive, and that 
India's present and near-term require- 
ments of polysilicon did not justify a 
plant of 200 tonnes annual capacity. 
The present annual demand is esti- 
mated at 22 tonnes, while future pro- 
jections vary widely. 

Opponents also found support in the 
success of a private Indian firm Mettur 
Chemical & Industrial Corp. in the 
production of polysilicon, using a tech- 











con in January 1984 have been found to 
be satisfactory for producing photo- 
voltaics, though the quality of the tests 
themselves has been challenged by 
supporters of the Hemlock deal 

Suspicion that a powerful lobby is 
acting through the higher bureaucracy 
to thwart the development of an ngs 
genous silicon facility has grown. 
case in point concerned events sur- 
rounding the production of silicon 
crystals and wafers. Several com- 
panies — which include Central Elec- 
tronics and Bharat Heavy Electricals 
(both in the public sector), Siltronies, 
Super Semi Conductor and Mettur 
Chemical — secured permission from 
the government for the production of 
these crystals. 

Within months of Super Semi Con- 
ductor starting its commercial produc- 
tion with a 2.5-tonne installed capa- 
city in January 1983, New Delhi in a 
surprise move in July abolished the 
customs duty of about 70% on im- 
ported silicon crystals but kept a heavy 





import duty (indeed, raising it from 
40% to 160%) on some basic inputs 
such as quartz crucibles. The indigen- 
ous product has thus become costlier 
and the doors have been kept open for 
imports. 

Experts who oppose the Hemlock 
deal have made it clear that they are 
not against the import of know-how or 
equipment per se. They admit that 
technology is fast changing. and India 
has to keep pace with it. The size of the 
present Indian market does not pro- 
vide scope for developing the ma- 
chines. Their opposition, they assert, is 
limited to this particular tie-up with 
Hemlock. 

The final verdict will be taken at the 
highest level. Gandhi has appointed a 
technical committee to go into all as- 
pects of the controversy and report 
back to him soon. It could become a 
test of his ability to translate his com- 
mitment to developing high-technol- 
ogy industry in India into action m 
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An outward push 


Taiwan companies are increasing their activities overseas 
as part of an effort to internationalise the economy 


By Carl Goldstein in Taipei 


pee investment by Taiwan 
companies increased almost four- 
fold in 1984, jumping to US$39.26 mil- 
lion from US$10.56 million the year 
before. The main reason appears to 
have been companies’ efforts to gain 
access to resources and markets over- 
seas, accentuated by liberalised in- 
vestment controls and efforts to 
internationalise the economy gen- 
erally. 

The United States, Taiwan's chief 
trading partner, got the lion’s share of 
the investment at US$30.53 million or 
78% of the total, with Indonesia the 
second most favoured target of invest- 
ment with US$4.9 million, or 12%. 
Other recipients included parts of 
southeast Asia, Central America, the 
Caribbean and Europe. 

Although the overall numbers in- 
volved are not large when compared 
with 1984's foreign investment (in- 
cluding capital from Overseas 
Chinese) in Taiwan of US$559 million, 
or the island’s total foreign trade of 
US$52.4 billion, the rise in outward in- 
vestment is an indication of a wider 
trend towards the “internationalisa- 
tion," of Taiwan's economy. This has 
included reducing barriers to foreign 
competition in the domestic market by 
lowering tariffs and lifting import 
bans on some products (particularly 
Japanese). The government has made 
some progress in this regard, though 
the US — which suffered a trade de- 
ficit with Taiwan of US$9.8 billion last 
year — is demanding even faster ac- 
tion. 

Internationalisation also calls for 
domestic companies to set up produc- 
tion and marketing facilities abroad. 
One result of Taiwan's massive trade 
surplus — which last year reached 
US$8.5 billion — is that the island is 
awash with foreign currency, mostly 
US dollars. Businesses have been 
clamouring for greater freedom to in- 
vest overseas. Economic policymakers 
have moved gradually in the past two 
years to satisfy some of their demands. 
From the government's point of view, 
overseas investment accomplishes two 
things: reducing the inflationary pres- 
sures caused by excessive foreign re- 
serves and making an end-run around 
protectionist barriers. One step to- 
wards liberalisation taken last year 
was to ease the official Investment 
Commission's standards for deciding 
which companies may apply to invest 
funds abroad. Under the new regula- 
tions, a company qualifies only if it has 
achieved an average 6% return on in- 


vestment at home, rather than 10% as 
before. 

But the demands of international 
competition appear to have been a 
more effective stimulus than govern- 
ment action. The rapid pace of 
technological change in the electronics 
industry is pushing local companies to 
set up research and development (R & 
D) branches in the US, mostly in 
California's Silicon Valley. The biggest 
attraction there is the availability of 
engineering talent. The fact that a 
significant proportion of these special- 
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Taiwan's ‘Silicon Valley’: rapid pace of change. 


ists are ethnic Chinese is an added in- 
centive. 

United Microelectronics . Corp. 
(UMC), a major manufacturer of inte- 
prated circuits (IC), invested US$3 
million in an IC design centre in San 
Jose last year, according to a company 
official. “This is an area Taiwan is de- 
ficient in, so we have to go where the 
talent is,” said the official. UMC has 
also set up a separate marketing sub- 
sidiary there. 


ther local electronics companies to 
set up shop in the Silicon Valley 
area last year included Sampo Corp., 
China Development Corp., a new com- 
pany that is closely linked to IBM's Tai- 
wan subsidiary, and Pacific Electric 
Wire. The first two companies are in- 
volved in IC development, while Paci- 
fic is working on fibre-optic cables. 
High-technology electronics was not 
the only area attracting investment 
funds from Taiwan companies last 
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year. Tatung Co., the giant electronics 
and home-appliance maker, put new 
money into its electric fan and colour- 
TV factory in Atlanta, Georgia, though 
the company declined to say how 
much. Tatung has been a leader among 
Taiwan companies in following a mul- 
tinational strategy (REVIEW, 29 Nov. 
':84) The firm established its first 
overseas subsidiary, Tatung Co. of 
America, in 1972 and began manufac- 
turing electric fans and colour TV sets 
in 1975 and 1977 respectively. Since 
then it has established R & D units in 
both Silicon Valley and the hi-tech 
zone in Boston, Massachusetts. Tatung 
(UK) manufactures the company's own 
8-bit computer, the Einstein, as well as 
TV sets and videotape recorders. 

Despite impressive sales figures, 
however, neither of these companies, 
Tatung's biggest subsidiaries, pro- 
duced a profit in 1984. Tatung said 
both would just about break even. This 
points to a common phenomenon 
among Taiwan 
companies with 
significant over- 
seas investments 
— no one seems to 
be making any 
money. “The re- 
turn on invest- 
ment for many of 
these companies 
is not very good, " 
said C. K. Wang, 
executive secret- 
ary of the Invest- 
ment | Commis- 
sion. One prob- 
lem isunfamiliar- 
ity with the mar- 
"ORA | kets, and another 
ET is that R & D in- 

— m vestments usually 

require a long 

^W lead time before 

. they yield direct 
profits. 

The profits pic- 
ture for companies operating in In- 
donesia is similarly undistinguished. 
Most of the investment from Taiwan is 
in pulp and paper mills. The head of 
Chung Hwa Pulp Corp.'s investment 
section said the company was losing 
money because of an unfavourable ex- 
change rate. As the US dollar and the 
NT dollar have appreciated against 
most world currencies, Chung Hwa's 
Indonesian rupiah profits have trans- 
lated into ever-smaller sums. When the 
company established its first paper 
mill near Jakarta in 1977, the rupiah 
was trading at Rps 415:US$1 compared 
to the current rate of Rps 1,085:US$1. 

Despite problems with the exchange 
rate, the company went ahead with 
plans to expand operations in In- 
donesia and opened a new pulp mill in 
Central Sumatra in May 1984. The pre- 
sence in Indonesia gives the company 
access to abundant forest resources as 
well as a ready market for its pulp out- 
put. m 
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Japan's Best Selling Cigarette 


Make it a Mild Smoke. 
Mild Seven. 
Smooth, rich, rewarding. 


JAPAN TOBACCO CORPORATION 











Five good reasons why the 


new River View Hotel 
is your best value in Singapore. 


Five star quality at four star prices 


The River View looks and feels like a five-star hotel . .. 
but it just isn't priced like one. 


uperb rooms 
S^ a five-star hotel you'd 


expect spacious rooms, 
designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 


movies , individual air-conditioning 


control, a mini-bar and 
International Direct Dialling. 
That pretty well describes our 483 
rooms and suites. 


ine international cuisine 
F We offer three world class 

restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 


(RIE 


There’s even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 
equipments too. 


rime location 
P Situated in the Havelock 

Road hotel district by the 
scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
Every day we have 2 private 
shuttle buses to take you to 


the beautiful Desaru View Hotel. 
It's only 242 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Opening April 1985 
Singapore — Tel: 7329922 
Telex: RS 55454 RVHTEL 
Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 
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CHala 


382 Havelock Road Singapore 0316 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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| 3 months 

6 months 

1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
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To succeed in today's business world, it's important to begin with a sound 
financial base. | : 

And that’s where Daiwa Bank can help. | 

We're the only city bank in Japan to combine banking and trust businesses. | 
Which means we can offer you a fully integrated range of services. General 
banking. International financing. Real estate. Trust. And pension trust — where 
our share is No. 1 in Japan. | 

What's more, we're never very far when needed. Throughout Japan we're 
doing business out of more than 180 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and representative 
Offices in key cities throughout the world. | 

So if you're interested in building business, come to Daiwa Bank. |] 

Its a solid place to start. 


ona vrac dre fS ualere Aa SEA NM 


a fully integrated banking service 






Head Office: 21, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 

1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 

Overseas Branches £ Agency: London, New York, Los Angeles, Frankfurt, 
Singapore & Hong Kong. 

Overseas Representative Offices: Sydney, Sao Paulo, Houston, Paris, Panama, 
Bahrain, Mexico, Vancouver, Jakarta, Seoul, Beijing & Chicago 

Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Bank (Capital 
Management) Ltd, London 

Affiliates: P. T. Bank Perdania, Jakarta; Daiwa Overseas Finance Ltd, Hong Kong 
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After a busy but rewarding day, 

you deserve a little rewarding 
nightlife. Dash home for a change 
into the real you, a change that 
includes the tasteful richness of the 
B&G dress watch with matching key 
chain and lighter. Elegance has never 
been so well defined. Citizen quartz 


watches, expertly crafted, 
and always distinctive. P. d 


BLACK and GOLD 
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e MONEY i is s.Géasing to be a store of 
value or a medium of exchange and 
becoming a spe 
The central bankers wring their 
hands but by default let the interna- 
tional finan em fall into the 
dealers who man 



















lity; profiting 
of the markets. 

ss at its worst, the com- 
parison with ha ry comes to mind. 
And their impact is -global. They 


know the price of Nen currency and- 


the value of nor 
Utterances 
tive as anythin: 







| rt inem M are daily 
lapped up by: the media. Thus, Mory 
Ogata of the Union Bank of Los 


Angeles, a gentleman who seems to be. 


quoted by the Wall Street Journal 


more often than the US Treasury sec- 


retary, when the: dollar is at Dm 3.48, 


opines: "There is no end in sight to | 


the dollar's strength." Likewise Paul 
Chertkow, of International Treasury 
Management in London, is quoted by 
Reuters as predicting Dm 3.70 and 
saying he sees no reason for not in- 
vesting in the US dollar. 

But, apparently, it was not thought 
necessary for any of these gentlemen 


to explain why the dollar might be | 


worth Dm 3,70 next week rather than 


the Dm 3.10 it was worth at the be- 


ginning of the year, or the mere Dm 
1.70 achieved when the foreign-ex- 


change boys and corporate treasurers | 


were bidding up the mark in 1980. 
Fundamentals? Purchasing power 


parity? Balance of payments? Ir- | 


relevancies of the dismal science! 


The sheep-like instincts of the big | 


financial battalions are the world's 


worst advertisement for free mar- . 
kets. The experts who — using other 
people's money — brought you prop- 


.erty investment trusts, US$800 an 
ounce gold, the Argentine debt, the 
US$2.48:£1 (remember 19807), Car- 
rian and so on, are now bringing you 
currency disorder which makes the 
occasional devaluation crises of the 
bad old fixed-exchange rate days 
seem insignificant. It is hard not to 
. sympathise with those who want a re- 
. turn to fixed parities. After all, infla- 
tion rates in the major OECD coun- 
_ tries are now very similar. 

The recent panic buying of dollars, 
is all the more remarkable when US 
Federal Reserve Board chairman 
Paul Volcker —- the man who did 
more than any to restore faith in the 
dollar from its He lows — is issuing 





"ulative commodity. | 


< even worse than the Philippines. i 
|* SHROFF has seen nothing so 
 Gadérene as this mania of the mar- 
"ketplace ‘since Hongkong's 
| stockmarket boom. President Ronald 
` Reagan has his share of the blame. 
-| But think, too, of the pusillanimous 

attitude of the central bankers, par- | 
., ticularly 1 





| de: exchange reserves at all in a 









dire warnings about its Suture if de- 
ficits ‘continue. But don't listen to 
Jeremiahs or economists. Place your 
faith in the genius in the White House 
who truly believes that all deficits, 
except his own, are a sin. Have faith 


inan economy the trade deficit of 
ige desks of the,| 
S, wielding power | 


which is equal to 50% of its exports 
and whose current-account deficit, is 






1973 


hose of ‘ly s eee and 










i mselves and the markets 


gt 
not work and is too costly. 
What, Shroff asks, is the point of 








three years is not a dire contingency 


threatening the stability of the trad- 
| ing system, what is? 





though West German reserves 


(excluding gold) have fallen by 10% 


in the past year to about US$40 bil- 


lion (or four months’ worth of im- 
ports), this compares with US$26 bil- 


lion for Japan and a meagre US$23 


. billion for the US itself — just five 


weeks’ worth of imports. Other Euro- 
pean countries are not as hard up for 
reserves as they sometimes sound, 
either. Italy -and France each have 
around US$21 billion and the rest of 
the OECD group another $70 billion. 
If intervention was in billions of dol- 
lars instead of tens and hundreds of 
millions it would be more effective 
and impress the market. Even Jimmy 
Carter managed to halt the slide of 
the US currency by borrowing 
Deutschemark to defend it. 

Central bankers ought to be think- 
ing of how they should manage their 
assets. If the dollar is as Gauscrously 


aves of ihe Iso de: thé | 
ankers appear to have |t 
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: Roughly half of it is due to the 
. | duction in the net foreign assets of 1 
D banks as foreigners borrow less 

US residents more. 
were corrected so that a | 
uld be maintained. But 
20% devaluation of the 
Deutschemark against the dollar in a 
-space of three months and 40% in 


trickle in US capital outflows 


overvalued as they say, they 
be dumping their own doliarasse 
| fast as they can. 

European hand- -wringing has f 
ee Observers a 
left. wondering whether hey Hh 





times it sppedicthat Japs | 
as Lu ee M 





in in the US market, It ined He not t 
first ume that oe 
te 


the heading * aotem at t lire 

about by present imbalances. 
è BOTH Europeans and Japa 
might also reasonably do more 
stimulate their economies before 1 
growth dies. It is now clear that 
markets driven by capital mo 
ments, stimulation of Odmesti t6 


































184) t the plures of B castel flew i: 
entirely indicative of the f 
fidence in the US economy w 
said to be behind the dolla 


E . 


Next comes the reduction to a 
hardly an indication of long-t 
competitiveness of US enterpise 
the world, A strong dollar ought to 
encouraging US companies to i 
crease their foreign investme 
They are not. Capital inflow into t 
US is overwhelmingly in financial: 
struments, mainly treasury pa 
which may indicate confidence 
Uncle Sam as a credit risk but doe 
do much for the economy. Ironical 
capital inflow is reflecting weakne 
while European and Japanese fiscal 
rectitude is counter-productive. 

Inappropriate exchange rates ha 
been responsible for much of the p 
tectionist creep in the US. Now t] 
is the threat that if capital outflow 
the US continue to be high, the Eur 
peans will be forced back into co 
trols on capital movements. Altern 
tively, the puncturing of the dollar. 
bubble will so complicate US financ- 
ing of its deficits that the US will re 
sort to drastic measures, As the 0 
moves deeper into debt, so will it et 
its commitment to open markets un 
dollar convertibility goes the way o 
gold convertibility. 
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Last-minute objections by a handful of smaller banks 
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hold up the Philippines' debt-rescheduling package 


By Guy Sacerdoti in Manila 


bjections by several smaller banks 
and by Middle Eastern institutions 


unhappy with provisions for oil trade 


credits may hold up the signing of the 
Philippines debt-rescheduling pro- 


- gramme indefinitely, according to 
- Prime Minister Cesar Virata. The delay 


— Arabia's bi 
—— Commercial Bank — have refused to 


- in the signing, which had been sche- 


duled for 26 February in New York, 


— will now put new pressure on the al- 


ready-strained economy. 
Virata said Arab banks, led by Saudi 
est bank — the National 


participate unless there are stipula- 
tions in the loan documents that trade 
credits for oil purchases be given re- 
payment priority over other uses of the 
new funds. And some smaller banks 
(including Middle Eastern ones) — 





with exposure as low as US$30,000 — 
are unwilling to go along with the 
package. see 

The twin snags could hurt Philippine 
efforts to have the two portions of the 
rescue package operational by the time 
the International Monetary Fund ap- 
proves dispersal of the second of seven 
tranches of the 615 million special 
drawing rights (US$581.9 million) 
standby credit facility approved in 
mid-December 1984. The is ex- 
pected to send a team to Manila soon to 
conduct its first mid-term review of 
the country’s economic performance 
and compliance with targets. which 
accompany the standby loan. (In fact, 
it is felt some banks welcome the de- 
lay to enable them to see the IMF re- 
port before they commit their own 


- Where the rupee stops 3 F : 


— Heads roll at three Indian national banks after 


—— Em Government-controlled 
have been dismissed in a scandal in- 


.. large loan losses by their London offices 


—. By Mohan Ram in New Delhi 
| 


xecutives of three leading Indian 
banks 


- volving their London branches, the 
— - biggest in the country's banking sector 
- to date. At stake is more than Rs 2 bil- 
— lion (US$158.4 million) in loans made 


to a now-bankrupt firm by two of the 


—— "banks, and Rs 60 million lost by a third 
-  jnan alleged fraud. 
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The government on 18 February dis- 


missed B. V. Sonalkar, chairman and 
‘ managing director of the Central Bank 
of India 


(CBI, a government-owned 
commercial bank; the Reserve Bank of 
India [RBI] is the central bank? S. L. 
Baluja, chairman and managing direct- 
or of the Punjab National Bank (PNB) 
and S. S. Master, executive director of 
the Bank of Baroda for their alleged re- 
sponsibility for the actions of their 
London offices. 

The focus is on dubious loans made 
by the London branches of the CBI and 
the PNB to Rajender Sethia, who owns 
the British-based Escal group of com- 
panies, which are now in liquidation. 
Funds were advanced to Sethia, al- 
legedly without adequate security. 
PNB lent Sethia US$130 million (of 
which US$100 million was secured) 
and CBI lent US$49.5 million (of which 
US$25 million was secured). 

In the process, the banks violated 
guidelines issued by the Bank of Eng- 


x... ~ 


Tog nu 


Ve 


land for banks functioning in Britain: 
that no bank should lend more than 
10% of its capital and reserves to an in- 
dividual borrower. One of the two 
banks funded Sethia to the extent of 10 
times its capital and resérves, the other 
to the extent of four times. 

Such heavy lending to a single party 
is also contrary to Indian practice. 
Funding of such a substantial nature is 
normally done by a consortium of 
perhaps 12 banks. And the amounts in- 
volved in such transactions in India are 
usually much smaller than those pro- 
vided to Sethia. 

This situation, banking sources said, 
could not have developed had there 
been adequate head-office control. 
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gramme, the signing delay could put 
increased pressure op the depressed 
manufacturing sector, create a rapid 
deterioration of the country's reserve 
position (increasing pressure on the 
peso) and threaten to delay a return to 
growth of the economy this year. In 
1984, the economy contracted 5-6%. 

More importantly, it could under- 
mine a government commitment to 
repay commercial banks some US$725 
million in repayment arrears by the 
end of March. As one of the critical 
commitments to both the IMF and the 
banks, the delay, if longer than one 
month, could force a rethinking of the 
restructuring package itself. Bankers, 
however, expect both problems to be 
worked out before the end of the quar- 
ter. 

Central Bank of thé Philippines gov- 
ernor Jose Fernandez was in New York 
late in February trying to resolve the 
problems with the package, while Vir- 
ata was preparing to leave Manila for 
the signing as soon as "technical prob- 
lems," as he calls them, are ironed out. 

The two portions of the restructur- 





The London branches of the two banks 
did submit regular statements to their 
head offices, which in return submit- 
ted the required periodicalstatements 
to the RBI. But it is not known how the 
Sethia transactions were reported by 
the branches. It áppears many of the 
dealings with Sethia 
yes not brought into 
the branches’ books, 
let alone reported to 
the head offices. 

The Sethia edifice 
began cracking when 
London-based Allied 
Arab Bank went to 
court fo recover its 
losses on trade in- 
struments found to 
have been forged. 
Chief executive Colin 
Wakelin told the 
REVIEW. in London 

that his bank's lend- 
ing had been secured 
on letters of credit. But, he said, when 
the ships were examined, they did not 
contain the goods specified in the let- 
ters. This resulted in the exposure of 
the scandal and the Sethia group of 
companies was wound up. Only a frac- 
tion of the money is likely to be reco- 
vered: the RBI has rated the prospect 
of recovery between “extremely dif- 
ficult" and nil. + 

As a result of the scandal, the RBI 

said in a December 
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ber directive that no 
chief executive of a nationalised bank 
can disown responsibility for supervis- 
ing and monitoring large advances or 
for irregular or fraudulent advances 
granted by operational and controlling 
office staff and officers. The chief exe- 
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ing package effected by the delay are 
the US$925 million in new commercial 
credits — from which the US$725 mil- 
lion in arrears will be paid — and some 
US$3.2 billion in revolving trade cred- 
its, which were stopped when the 
country declared its initial morato- 
rium on principal repayments in Oc- 
tober 1983. The third portion of the 
package involves the rescheduling 
over 10 years of some US$5.6 billion in 
principal repayments, for which the 
huge documentation process is still 
projected to take time and which does 
not involve any new funds. 


he problem with the Arab banks is 

the more serious. According to 
Virata, the banks want special treat- 
ment for the repayment of the revolv- 
ing credit facility where the funds are 
used for the purchase of oil. 

What this virtually means is a sepa- 
rate trade facility for oil purchases. 
The government, the IMF and the 
major commercial creditors which 
comprise the 12-bank Advisory Group 
for the Philippines, see the restructur- 
ing package as something which must 
apply “universally,” according to 
Virata. 


The entire purpose of the reschedul- 
ing exercise is to have all the banks 
agree on an economic-recovery pro- 
gramme, the new funds required and 
the loan rescheduling to make it work. 
No bank or group of banks should be 
allowed an advantage in terms of 
either holding prior lien on repay- 





ments, or non-participation in any 
portion of the package 

The latter refers to the second prob- 
lem: that the new facility requires par- 
ticipation by some 90% of the 483 
foreign commercial creditors, with 
each lending 7.5% of their outstanding 
portfolio for the new US$925 million 
facility 

Virata says many of the smaller 
banks are unwilling to enter the pe- 
scheduling package, which requires 
them to maintain outstanding accounts 
with the Philippines for an addi- 
tional decade. They feel, he says, it is 
just not worth keeping such small 
amounts on their books for such a long 
period. 

The problems involving the recovery 
package are not unique. The Middle 
Eastern banks took the same stand in 
negotiations with several Latin Ameri- 
can nations involved in rescheduling, 
but the amounts were not as signifi- 
cant. The stalemate also comes as 
many banks are involved in a rethink 
of recovery programmes in general, 
This does not help debtors such as 
Manila, which needs the new funds 
now, to start the economy on its long 
road back to health o 


- men 


cutives, it said, can no longer plead ig- 
norance. 


» James Bartholomew writes from Lon- 
don: The legal status of the claims 
against the bankrupt Escal group is 
still unclear. A court has ruled that Al- 
lied Arab Bank does have a charge on 
various assets of the group, and the 
bank has registered the charge with 
the registrar of companies. The group 
itself maintains that the charge was in- 
correctly registered, and other parties 
in the dispute maintain that the charge 
should not have been granted at all. 

In November, the bank lost a case in 
the High Court in which it argued that 
the certificate registering the charge 
was conclusive evidence of its charge. 
Allied Arab's appeal is pending. The 
charge includes a number of assets — 
including racehorses — as security for 
a US$9 million debenture. Escal has 
been supported in this legal battle by 
the Middle East Bank, CBI and David 
Dain (trading as Overseas Sugar) — 
presumably because if Allied Arab's 
charge is upheld by the courts, other 
creditors would have less left to share. 
Wakelin told the Review he was not 
hopeful of getting anything back from 
Escal and said the bank had “more or 
less written it off." 

The other bank which lent to Escal is 
Johnson Matthey Bankers, subsidiary 
of the Johnson Matthey industrial 
group which ran into trouble last year 
and had to be rescued by the Bank of 
England and several commercial 
banks. Johnson Matthey Bankers lost 
very considerable sums, of which £6 
million (US$6.5 million) went to 
Escal. oO 
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estern banks have begun, reluc- 
tantly, to break ranks and estab- 
lish joint-venture offices in Nepal, 
which wants to widen its financial 
sector to draw in more development 
capital. Meanwhile, other foreign 
banks have either withdrawn their 
applications to do business here, or 
have decided to be satisfied with a 
lower profile. 

France's Banque Indosuez, after 
spending several million rupees on 
rent and expenses during a two-year 
attempt to win Nepal Rastra Bank 
(the central bank) approval for a 
wholly owned branch, has agreed to a 
joint venture. Its local partner has not 
yet been announced. Indosuez is due 
to discuss the financial details with 
Nepalese officials in March. 

The drive to open up the banking 
sector began under former prime 
minister Surya Bahadur Thapa. But, 
following his ouster in 1983, foreign 
banks' plans for Nepal offices were 
held up as the new government of 
Lokendra Bahadur Chand formu- 
lated its financial policies. Indosuez, 
which had obtained a letter of intent 
from the central bank to open a 
branch (the first foreign bank to do 
so), was left in the lurch. It baulked at 
the Chand government's insistence 
that any foreign bank operate on a 
50:50 basis of profit and equity shar- 
ing with a local partner. 

But two years of discussions 








FOREIGN RESERVE 


By Kedar Man Singh in Kathmandu 









brought Indosuez no further to its 
goal, and it finally agreed to Nepal's 
terms. What may have changed the 
French bank's mind was the success 
of the Galadhari brothers of Dubai, 
who beat the international institu- 
tions by opening up Nepal Arab 
Bank. The Galadharis formed the 
bank with authorised capital of Rs 30 
million (US$1.6 million), with 20% of 
its equity held by Nepalese Govern- 
ment bodies and another 30% held by 
the public. The public shareholding 
was split into 0.5% holdings for 
selected individuals. 

Other large foreign banks have also 
made efforts to enter Nepal through 
braneh banking, including Citibank, 
American Express, State Bank of 
India, Standard Chartered Bank 
(which already had a liaison office) 
and Grindlays Bank. But over time, 
American Express withdrew and 
Grindlays settled for a joint venture 
with Nepal Bank, a government-con- 
trolled institution. Citibank has ob- 
tained permission to open a represen- 
tative office — after 12 vears of 
negotiations. 

Indosuez and Grindlays are ex 
pected to open their joint ventures 
within the next two months, accord- 
ing to the Finance Ministry. In- 
dosuez' capitulation is expected to 
influence other reluctant foreign 
bankers — including some from West 
Germany and Pakistan. 
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Malaysia calls a halt to new listings on the Kuala Lumpur 
Stock Exchange to release funds tied up in speculation 


By James Clad in Kuala Lumpur 


he cloud of an indefinite freeze on 

new listings on the Kuala Lumpur 
Stock Exchange (KLSE) imposed by 
Finance Minister Daim Zainuddin has 
a silver lining for outside investors: 
foreign brokers (and local merchant 
bankers) may soon be able to trade on 
the KLSE, and special allotments in 
share offerings for native Malays may 
be curtailed or more closely regulated. 
If the freeze achieves its aim of liberat- 
ing funds now used for speculation, it 
will also allow currently listed com- 
poc more scope to grow through 

onus or rights issues. 

The surprise decision announced on 
18 February was designed to wean in- 
vestors away from the quick-profit al- 
Jure of new stock issues. Daim cited the 
market's need "to consolidate itself" in 
imposing the moratorium on the slug- 


gish KLSE. It was the first such action 


since the Malaysian exchange split 
away from the Stock Exchange of 
Singapore in the early 1970s. In a 
statement Daim said: “Thereshould be 
no explosion of public companies and 
proliferation of public offers ... which 
cannot be readily absorbed by genuine 
investors.” 

Except for a brief spurt early in 1984 


— and two short-lived revivals later in 


the year, the KLSE has been in the dol- 
drums for some time. Its own index re- 
corded a 20% drop in share values in 
1984 from 1983 (which itself was a year 
in which values dropped overall from 
1982 levels) despite an increase from 
M$2 billion (US$784.3 million) in 1983 
to M$2.8 billion last year in the amount 
of funds raised by listed companies. A 
record 14 new issues in 1984 soaked up 
M$200 million — about 7.5% of all 
funds raised that year. Since January, 
two more companies have joined the 
KLSE lists, pulling in another M$45 
million, according to one analyst. 

Daim's moratorium will put a tem- 
porary stop to a trend in which new is- 
sues were taking a steadily rising pro- 
portion of total cash raised. His con- 
cern over the competition for funds ap- 
parently came to a head over the im- 
pact of property-based newcomer 
Metroplex, whose 50-million share 
debut in February accounted at one 
point for 34% of the KLSE's weekly 
trade. One recent new issue of 4.8 mil- 
lion shares at 50 M cents par was over- 
subscribed 65 times — not an unusual 
occurrence in recent years. Daim's 
measure does not apply to issues by 
existing counters, nor will companies 
with prospectuses already approved 
miss out. 
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As overall liquidity in the financial 
system has become tighter (REVIEW, 21 


"ATTE. Eu 





| 
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Feb.), the temptation to direct invest- | 


ors towards longer-term investment — 
via a clampdown on new listings — has 
grown. The move represents a turn- 
around for Malaysia's securities-in- 
dustry watchdog, the Capital Issues 
Committee (CIC). The rush of new list- 
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its blessing came in part because it be- 
lieved investors were then paying too 
high a premium for existing shares. 
The market, it thought, needed dilu- 
tion. “The problem a year ago was too 
much money chasing too few shares,” 
one analyst told the REVIEW. 

The decision becomes fiat for the 
CIC which. (as Daim’s 
statement acknowledged for 
the first time) has broken 
from its 17-year mooring at 
Bank Negara (the central 
bank) and is now anchored to 
the Treasury (REVIEW, 7 
Feb.). Daim's chief civil ser- 
vant, Finance Ministry sec- 
retary-general Tan Sri Thong 
Yaw Hong, takes over as CIC 
chairman from central bank 
governor Tan Sri Aziz Taha. 
Other new members include 
Sime Darby chief executive 
Tunku Ahmad Yahya, Trade 
and Industry Ministry secret- 
ary-general Azizan Zainal 
Abidin and Taha's own dep- 
uty, Lin See Yan. 

Sources close to Daim say he expects 
the reconstituted committee to stop 
overly generous listing approvals that, 
in several cases, have led to the market 
assigning a valuation below par value. 

Daim's move comes as the latest in a 
series of measures aimed at breathing 
life into the sluggish market. Since be- 
coming finance minister last July, he 


Growing on credit 


A sharp expansion in money supply in Bangladesh 
helps economic growth without igniting inflation 


By S. Kamaluddin in Dhaka 


B angladesh experienced booming 
growth in its money supply be- 
cause of heavy lending to the private 
sector in its latest fiscal year (ended 30 
June 1984), but was still able to contain 
inflation at acceptable levels and 
achieve modest economic growth, ac- 
cording to the latest annual report of 
Bangladesh Bank (the central bank). 

Despite an explosion in the broadly 
defined money supply (M2) of 42% and 
near 28% growth in domestic credit 
during 1983-84 — compared with 
target growth rates of only 15% and 
1795, respectively — consumer prices 
rose by less than 10%. The bank said it 
was unsure why the sudden surge in 
buying power was not translated into 
higher prices. 

Gross domestic product grew 4.5% 
in real terms, undershooting the 6% 
target, but slightly exceeding the 3.7% 
growth recorded in 1982-83. 

Although GDP growth fell short of 
the target, mainly due to losses in the 
agricultural sector from drought fol- 
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lowed by an early flood in mid-1984, 
food-grain production rose 2.6% from 
the previous year to 15.71 million ton- 
nes. With similar setbacks in non-farm 
activities, the overall growth in the ag- 
ricultural sector dipped to 4% from 
4.7% in fiseal 1983. 

The manufacturing sector showed 
significant improvement despite 
chronic disruptions in power supply, 
the report said. Production of many 
items, including paper and newsprint 
rose by about 16%; petroleum 11%; 
cotton textiles 9%; fertiliser 41%; steel 
65% and power and natural gas more 
than 21%. The industrial sector as a 
whole recorded 5.7%, growth com- 
pared to a nominal 0.3 of a percentage 
point in the previous, year. Agricul- 
ture's share of the GDP, at 1979-80 
prices, marginally declined to 51.6% 
from 51.8% while the industrial 
sector’s share was virtually static at 
8.4%. 

Domestic credit expansion during 
the year stood at Taka 20 billion — up 


— * * 
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others fret ab de effects: 
example, the central bank requires 
that at least 3095 of merchant banks' 
income. comes. from fee-based ac- 
“tivities — and preparation for new is- 
sues has been a major source of fees 


d from corporate clients.  . EE 
' ie KLSE “suffers from 


. Ultimately 





one irreducible problem,” a local share. 
s over-valued." Most 


broker said. “It’s 





27.6% compared to an actual. expan- dd 
sion of Taka 7.9 billion or a 12.3% in- | 


crease in fiscal 1983. Credit expansion 


for fiscal 1984 was programmed for | 


17.3%. This, coupled with a large 
surplus of Taka 5.18 billion in the 
foreign sector, led to a 41.6% rise in M2 
against a 15% programmed expansion 
for the year. M2 rose by 27.7% in fiscal 
1983. A large increase in bank credit to 
the private sector during the year — 
Taka 17.8 billion or 57% of the total — 
was mainly responsible. | 

The government's deficit financing 
accounted for Taka 1.7 billion, com- 
pared to a small surplus of Taka 228 
million in the previous year. Credit to 
the public sector recorded a decline of 


Taka 1.4 billion (at 5.4%) compared to | 


a marginal increase of Taka 45.6 mil- 
lion in fiscal 1983. Miscellaneous cred- 
it of Taka 1.9 billion, which was raised 
through the issuance of a two-year 
special treasury bond to mop up part of 
"the excess liquidity, also contributed 
“to the monetary expansion. 


The report conceded that the reason | 


` for a small price increase despite rapid 
monetary expansion. cannot be 
explained and warned: *.. . this may in 
"significant part be due to the lag fac- 
. tor. The possibility of lagged effect in- 
: ` tensifying thé rice pressure later can- 
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PIA strong. economy. anda relatively strong currency comb 
with low inflation and low interest rates favours a rising 
stockmarket in Japan during early 1985. 












investment in these two high performing funds provides capital 
growth through yen - denominated portfolios of invesiments 
linked to the Japanese economy. 







Performance Record to 
31/1/85 in yen terms 
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Minimum investment: US$2, 000 Approximately}. 






While we believe investment in these Trusts could be very 
rewarding, the price of the units in the Trusts may go down as 
well as up. 










For further details, mail the coupon bel Ow: d 
Mr. W. H. Glover or Mr. D. T. Wilk 
Personal Financial HRS EE pin 
1301 World Trade Centre, Causeway Bay, 
Hong Kong . 

Tet; 85-7908448 


Please send details of the JF Japan Trust and the JF Tech. 
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The takeover battle for Wheelock Marden raises questions 
of fair play and on the use of doubtful tactics 


By Philip Bowring in Hongkong 
flurry.of bids in the poker game 
between Sir Yue-kong Pao and 

Khoo Teck Puat for control of troubled 


Copes hong Wheelock Marden and 


o. had by 27 February left Pao look- 
Los the likely winner. The market at 
least believed the game was up with 


- Wheelock shares falling 20 HK cents 
— below the latest HK$7.40 (95 US cents) 
_ cash offer for the A shares and 74 cents 
— for the B made by Pao's Hongkong & 


- Kowloon Wharf & Godown. By then 
Pao had 38% of Wheelock's voting 
rights compared with some 25% held 
by Khoo. Wharf had also bid for Allied 


Investors Corp., the 49.9% Wheelock 


associate which owns 11% of 
Wheelock’s equity and 6.8% of its vot- 
ing rights. Pao's original myriad con- 


: ditions attached to his offer were also 


removed and it became conditional 
only on 50% acceptance. 
Khoo had responded to Pao's first 


hile November's baht devaluation 
may have triggered a string of 


— problems ranging from shrinking cor- 


a ud 


M 
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porate earnings and diminishing gov- 
ernment revenue to a rising debt-service 
burden, it has sharply improved Thai- 
land’s trade account. 

According to the Bank of Thailand 
(BoT — the central bank), exports grew 
25% in value during the three-month 
post-devaluation period (November 
1984 to January 1985) while imports 
expanded by less than 2%. Con- 
sequently, the trade deficit shrank by 
17.2% to Baht 14.5 billion (US$538 
million) compared to the preceding 
three months, or a hefty 38.2% decline 
when compared to the corresponding 
period a year before. 

But the improved figures give a 
somewhat distorted picture in terms of 
the devaluation's actual contribution 
to export earnings. The dollar (export) 
prices of the four basic farm com- 
modities — rice, corn, tapioca and rub- 
ber — all declined 9-15%, while those 
for other export items either stagnated 
or dropped marginally. 

The net effect is a revenue increase 
(in baht terms) which is substantially 
lower than what could have been ex- 
pected. (The baht in effect depreciated 


' by 17.4%.) In reality, much of the gains 


74 


counter offer by raising his bid from 
HK$6 to HK$7, topping Pao’s first 
offer of HK6.60 (REVIEW, 28 Feb.). 
Pao’s response was to go after Allied, 
with a cash offer of HK$11 ashare, val- 
uing it at HK$320 million. This might 
have been a cheap way of pushing his 
Wheelock stake close to 50%. But, in 
fact, it was as much a defence as an of- 
fence as the offer was made condi- 
tional on the success of his offer for 
Wheelock. Pao presumably intended it 
to neutralise the Allied stake but the 
bid raised the possibility of Khoo 
adopting spoiling tactics, such as up- 
ping the bid for Allied. 

However, it was thought more likely 
that Khoo was less interested in pre- 
venting a Pao victory than ensuring 
that if he did not win he would at least 
maximise his profit. If he sold at 
HK$7.40 he would net some HK$100 
million profit. A stalemate, with Pao 





were accounted for by larger volumes. 

A BoT internal report evaluating the 
post-devaluation impact blamed the 
declining dollar prices on intense com- 
petition in the world market as a result 
of favourable crops in other producing 
countries. Price-cutting among Thai 
exporters was also a factor. 

Between early November (before the 
devaluation) and the end of January, 
export prices of rice in dollar terms 
dropped 9.8% (from US$255 to 
US$230 a tonne) but picked up by 7.3% 
(from Baht 5,865 to Baht 6,291 a tonne) 
in baht terms. The domestic wholesale 
and farm-gate prices actually dropped 
2.4% and 4.7%, respectively, during 
the same period. Rice exports topped 
1.12 million tonnes during November- 
January, up from about 900,000 tonnes 
in the comparable period a year be- 
fore. 

In the three months after devalua- 
tion, the eight traditional major export 
items (textiles, tin, sugar and prawns, 
plus the four basic farm commodities) 
netted some Baht 27.9 billion, up 20% 
from the corresponding period a year 
before. Other exports — dominated by 
manufactured goods and processed ag- 
ricultural products such as integrated 
circuits and canned pineapple — grew 
at a faster pace of 31% to Baht 22.4 bil- 





9: looking the winner. FRANK GREEN 
and Khoo holding large minorities and 
merchant bank East Asia Warburg ad- 
vising Wheelock shareholders, recom- 
mending rejection of the offers re- 
mained theoretically possible — but 
most unlikely. However, if Khoo is still 
interested — and the price tag already 
looks high — he may now bide his time 
waiting for the Wharf offer document 
and East Asia Warburg's assessment of 
the worth of Wheelock. 

As usual there was plenty of talk of 


IECONOMIC MONITOR BENEEEEEEEIEIIEIEEEEEEEEEM 
‘It’s baht to basics ... 





lion, again largely because of higher 
volumes. 

The devaluation had a more marked 
impact on imports. The modest in- 
crease of slightly less than 2% during 
November-January (compared to the 
previous year’s corresponding period) 
was particularly low in the light of the 
devaluation-adjusted. higher import 
costs. This means imports in dollar 
terms actually declined. The slowdown 
was evident in such items as consumer 
and capital goods. 

But this trend is likely to be a tem- 
porary phenomenon. Importers had 
deliberately delayed orders during 
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ohn ne majo ' share jiolders — 
 HK$6 and HK$6.60 respectively, had 
been assured that they would be reim- 
bursed for the difference between the 
price they sold at and any subsequent 
offers. There is nothing specifically in 
the Hongkong Code on Takeovers and 
Mergers to bar such a deal prior to the 
35% trigger point, at which a general 
bid must be made at the highest price 
paid for any block of shares. However, 
such a deal would be a material fact 
which should be disclosed at the out- 
set. 

There were also reports of similar of- 
fers in the market on 26 February when 
Wharf was buying heavily. The Wharf 
camp was alleged to have offered hold- 
ers of significant blocks of shares the 
promise to pay the difference should a 
higher bid materialise. If true, this 
would seem to be a serious breach of at 
least the spirit of the code, which re- 
quires equal offers for all shareholders 
as well as disclosure of material facts. 
However, it is almost a tradition 
among certain merchant banks in 
Hongkong that the code should never 
in practice be allowed to stand in the 
way of sharp tactics, and the prospect 
of victory. o 


ENNN THAILAND 


November and December in the wake 
of a government price freeze on various 
essential goods. Uncertainty sur- 
rounding the fluctuating exchange 
rates under the managed float system, 
which was instituted by the BoT along 
with the baht devaluation, also contri- 
buted to delaying the import process. 
The controls on selected items were 
lifted in mid-January. And now that 
traders have begun to get accustomed 
to the baht's fluctuating parity, im- 
ports are likely to pick up. 

Meanwhile, preliminary estimates of 
price levels point to an inflation rate 
which may be lower than was origi- 
nally projected. The devaluation was 
expected to spur inflation by an addi- 
tional 3% annually. More recently, the 
BoT's annual economic forecast put 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time 
assessing China's potential as a mar- 
ket for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess - 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 


packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assess- 


ments of China's fluid trade 
relations. 
An annual subscription to the 


CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 









1985 inflation at 6.7%, up from the 
marginal 0.995 last year. 

However, according to the latest 
preliminary estimates, the consumer 
price index, on an annualised basis, ac- 
tually declined 1.6% and 0.4% in 
November and December but picked 
up 0.6% in January. On a month-on- 
month basis, the index fell by 0.7% in 
November but rose by 0.3% in each of 
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A confidential monthly newsletter. Exclusive to subscribers. | 


ORDER YOUR SUBSCRIPTION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and edited by the Far Eastern 
Economic Review, Asia's most widely-read business news magazine. 


Post this coupon today! 
Circulation Manager, 
Far Eastern Economic Review, Ltd., P.O.Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for the CHINA TRADE REPORT. 
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Hongkong Gas spreads 
Hongkong and China Gas has raised 
its after-tax profits for 1984 by 38.6% 
over 1983 to HK$146.45 million 
(US$18.77 million). Turnover in- 
creased by 21.2% to HK$873.68 mil- 
lion. 

Directors have proposed a one-for- 
four rights issue to raise about 
HK$347 million (net of expenses) to 
help finance its expansion in Hong- 
kong's New Territories. The company 
will be purchasing a site for the con- 
struction of a new production station 
which — together with related new 
installations — are estimated to cost 
HK$650 million. As at 31 Jan. the 
company's capital commitments 
were appproximately HK$535 mil- 
lion (including commitments of 
around HK$485 million on the new 
production station) of which HK$240 
million has been contracted. 

— ELIZABETH CHENG 


Komatsu falls 


Komatsu, the world's second-biggest 
construction-machinery maker, an- 
nounced a 5.8% decline in net sales to 
¥576.6 billion (US$2.29 billion) and 
a 22.6% drop in net income to ¥23.7 
billion in the year ended 31 Dec. 1984. 
Recurring profit stood at Y 44.34 bil- 
lion, down 21.6%. Earnings a share 
fell 23.195 to 3 29,08. 

Komatsu blamed the poor per- 
formance mainly on a 17% drop 
in overseas sales to ¥290 billion, 
though domestic sales, spurred by a 
new series of hydraulic excavators 
and wheel loaders, rose 10% to 
¥203.8 billion. Overseas sales ac- 
count for 61.5% of the total. 


Elders’ excels E 


Australian pastoral, finance, trading 
and brewery group Elders IXL 
achieved a A$44.1 million (US$30 
million) net profit for the half-year 
ended 31 Dec. 1984, a result support- 
ing widespread forecasts of some 
A$95 million earnings in its financial 
year ending 30 June 1985. 

On the face of it, this is a 21% profit 
leap. But the A$1 billion takeover of 
Carlton and United Breweries (CUB) 
at the start of 1984 makes this some- 
what meaningless. Managing direct- 
or John Elliott said earnings a share, 
up from 14 A cents to 18 A cents, was 
a more reliable indicator. 

The brewer was largely responsible 
for a 36% leap in turnover to A$3.28 
billion, but the takeover also more 
than doubled interest payments to 
A$89.24 million. Directors said about 
A$100 million had been realised from 
sale of equity in CUB hotels, putting 
the group's asset realisation at A$410 


s. — ss 


million, close to the targeted A$500 
million to reduce borrowings. 

Most divisions fared well, with the 
main drag the international trading 
arm. The problems were low supply 
of beef cattle for Elders’ meat-pack- 
ing and export subsidiaries, as herds 
were still being built up from the 
1983 drought, and low margins in 
pig-meat production. —HAMISHMcDONALD 


Bougainville dips 

Papua New. Guinea's Bougainville 
Copper saw net profit plummet by 
78% to Kina 11.6 million (US$12.2 
million) in 1984 because of reduced 
production rates and poor copper and 
gold prices. 

The 53.6%-owned subsidiary of 
Conzinc Riotinto Australia said vol- 
ume of concentrates had fallen by 
14.8% over 1983 because of a decline 
in ore grade and loss of 16 days pro- 
duetion.owing to strikes. Sales fell 
from Kina 389.87 million in 1983 to 
Kina 307.63 million. 

Cutting the annual dividend from 
13 toea (cents) to four toea per share, 
directors said copper prices had re- 
cently lifted and world inventory 
levels had fallen, but the outlook for 
this year was still uncertain. 

— HAMISH McDONALD 


Repco creeps ahead 
Australian car-component maker 
Repco Corp. lifted net profit by 19% 
to A$16.73 million (US$11.7 million) 
in the half-year to 31 Dec. 1984, on a 
sales increase of 15% to A$604.23 
million. 

Directors said the results were 
“disappointing and well below 
budget” because of management and 
production problems in the De- 
cember quarter. A rationalisation of 
a Queensland subsidiary and re- 
vamping of several production lines 
caused unexpected problems, while 
the collapse of a computerised order- 
ing system put Repco's United States 
division into a loss. | —HAMISH McDONALD 


Malayan Banking up 


Malaysia's second largest commer- 
cial bank, Malayan Banking, has an- 
nounced after-tax profits of M$57.67 
million (US$22.7 million) for the six 
months ended 31 Dec. 1984, a 14% in- 
crease on the comparable period in 
1983. 

Despite tighter liquidity in the 
period, total deposits climbed by 8% 
to a record M$9.8 billion, while loans 
and advances grew by 15% to M$9.2 
billion. The bank's branch network 
grew to 197 while a rights and bonus 
issue raised its capital base from 
M$630 million to M$1.44 billion. An 
interim dividend of 6.5% has been 
declared. — JAMES CLAD 





The Hotel with a hot water 
maker in every room, with 
Coffee, Tea and even Instant 
Chicken Noodle Soup! All 
compliments of the The New 
Otani Singapore. A small thing 
but it's special, for the traveller 
who has just arrived, or the guest 
with that urge to get up at 4 a.m. 
to do his paper work. 

The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 


For reservations, please call your 
travel agent or any Utell Office 
in your city. 


Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 


For reservations and information, please contact 
The New Otani International Sales Offices: In 
the United States (800)421-8795 Toll-Free. 
California (800)252-0197. Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. Int'l 
Airlines or Travel Agents throughout the world. 
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1 attributed io profit-taking after a 14% 
a the index over the previous seven days. 


iod — the market was closed on 19-22 Feb. for 
nese New Year — the Fraser's Industrial 
ex added 38.67 points to close at 4,546.48 on 
eb. The average turnover-for the two days 
5 7,86 million shares. Trading centred on Ken- 





keovers and syndicates trying to boost the 
the counter to some major shareholders 
g their Shares. All these rumours were, 
denied by the company. 





i LUMPUR: Sentiment firmed some- 
response to Finance Minister Daim 
’s freeze on new listings on the stock 
ge until the market picks up but the holi- 
tened period made for quiet trading 
ly 17.7 million shares worth M$34.7 mil- 
$13.6 million) changing hands during 
nd-a-half trading days. Property- 
letroplex topped the list of most active 
the third consecutive period. Invest- 








A. Doldrum conditions again prevailed 
nly P7.6 million (US$423,000) worth of 
iess taking place. Value fell below the mil- 
o mark four times with support coming 
from a cross sale involving P1.14 million 
of Ayala shares. Volume swelled to 215.9 
lion shares only because of brisk activity in 
ils. Philodrill alone accounted for 62.6 million 
ares, or more than a quarter of the total. The 
ining index slipped 7.55 points to 735.34 on 
osses ranging from fractions of a centavo for 
Jepanto and 1.25 centavos for Philex to a quar- 
er-peso for Atlas. The commercial-industrial 
ndex was unchanged at 113.97 points while the 
x slid 0.012 to 0.604 despite a modest 
p for Philodrill. | 









LIA, Resource stocks continued their 
as the Australian dollar plummeted to 
all. ime low of 66.5 US cents on 20 Feb., 

mising an earnings boost from US dollar—de- 
ünated export contracts and giving a dis- 
unt share price for overseas investors. Gold 
were the highlight, with the Gold Index 
ig on 33:3 points to reach 675.3 Spe. on 20 















t day of NG: holiday-shortened period with the, 
| g Index C osin at ae 16 « on 25 Feb. ~ 


APORE: In the short two-day trading 


ky Fried Chicken, fuelled by rumours ranging 


inued to focus on a narrow range of share 
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Feb. wheti the ETE All-Ordinaries Index 





| briefly hit 800 points for the first time. An up- 


ward correction in the exchange rate to around 
70 US cents on 21 Feb. brought a bout of profit- 


_taking. The. All- -Ordinaries Index showed an 
overall loss of 3.1 points at 787.4, 
. chiefly by a 23.8 point drop in the All- Industrials 








dragged down 
Index to 1 164. 


NEW ZE LAN D: The. market failed to break 
through the previous. index peak of 1,487, held 





back by some selling pressure. Takeover activity 
and stake-building provided the main source of 


interest. The funds released will keep investors 


| reasonably liquid, though the high level of in- 


terest rates (around 20% for short term) is strong 
competition for a market now in the third year of 
a bull run. 


TOKYO: The Nikkei-Dow Jones Average con- 
tinued to rise, hitting another new high of 
12,201.04 points on 25 Feb., but daily trading 
volumes averaged only a disappointing 278 mil- 
lion shares. A sudden firming of the yen against 
the US dollar in the first half of the period failed 
to influence trading and by the end of the period 
the yen had retreated to below the ¥260:US$1 


level. Investors generally..stoed back though _ 
speculative issues met with some interest. Drug 


issues plunged. Investment trusts sought TDK, 
Sony and Casio stocks, -while, foreign buying 
pushed up Olympus. 


l BANGKOK: Trading was thin on the back of 


bearish sentiment with most active punters still 
enjoying their Chinese New Year holidays. The 
Book Club Index posted a marginal loss of 0.65 of 
a point on the period to close. at 124.93. Advances 
matched declines with the bulk of issues remain- 
ing unchanged. Topping the. period’s gainers 
were Sermsuk, Metal Box and Charoong Thai. 
Several big-lot transactions and direct deals 
helped boost the total turnover to 4.15 million 
shares valued at some Baht 680.7 million 
(US$24.3 million) or a daily average of Baht 
136.2 million. 





SEOUL: Market sentiment was bearish as a re- 
sult of the bank receivership of Kukje-ICC Corp. 
(REviEW, 28 Feb.). Trading of shares in three of 
Kukje-ICC's listed companies — Wounpoong 
Textiles, Union Steel and Kukje Corp. — was 
suspended during the period. Daily trading vol- 


ume increased slightly to reach 19.69 million 


shares, but the composite index marked another 
decline of 0. 69 of a point, closing the period at 
134.55. Gainers included rubber products and 
fabricated metal (mostly car parts). Losers in- 
cluded trading and chemical shares. 


TAIPEI: Prices dipped on resumption af trading 
after the Lunar New Year holidays with the 
weighted price index dropping by 13.49 points 
against the previous period to close at 778.64. 


Analysts said the fall resulted from fears aroused || | 
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t started, as we all know, with ping- 

pong. Then the women’s basketball 
team began to make its mark. Ten- 
nis stars hit the news. And foreign 
cyclists, car-rally competitors and 
even marathon runners were wel- 
comed in an increasingly enthusiastic 
approach to international sporting 
events. But few would have expected 
so quickly the most bizarre and 
extraordinary development that re- 
cently took place in China's sporting 
scene: an interest in hot-air balloon- 
ing. 

It was not until late last year that 
the first officially permitted balloon 
flight took place in China. In October 
1982, Malcolm Forbes, the American 
publishing magnate and a keen hot- 
air balloonist, had made one of his fa- 
mous goodwill missions to China to- 
gether with a team of motorcyclists, 
and a hot-air balloon emblazoned 
with the designs of the Chinese and 
American flags and the words: 
“Forbes Magazine hails Chinese-US 
Friendship.” 

That friendship was stretched to its 
limits when Forbes decided to break 
the strict prohibition on any “free 
flying” (only tethered 
flights had been al- 
lowed) and took to the 
skies, once in Xian and 
again in Peking, the 
second time landing on 
an army artillery field, 
much to the consterna- 
tion of the officials. 

Forbes later ex- 
plained that he had 
wanted to demonstrate 
free ballooning to the 
Chinese and introduce 
it as a sport to his hosts. 
He capped the achieve- 
ment by donating the 
balloon to the Chinese 
when he left. Bal- 
loonists around the 
world, many of whom 
had dreamed of flying in China as one 
of the last challenges left in the 
lighter-than-air sport, were both en- 
vious and dismayed. Had Forbes 
blown their chances? 

But only two years later, the 
Chinese Aeronautical Sports Associa- 
tion (CASA) gave an enthusiastic re- 
ception to the offer by veteran Danish 
balloonist, Kai Paamand, to stop in 
China on his way to Japan's First In- 
ternational Hot-Air Balloon Cham- 
pionships. "It seems the only reason 
Forbes was not given official permis- 
sion for a free flight was that he was 
two years too early," said Paamand. 

"When I contacted the CASA to 
offer my services as balloon pilot and 
instructor, I didn't know what to ex- 
pect. I knew they had kept the Forbes 
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balloon but had no idea if they had 
been flying it, or even if they wanted 
to. But within a week, I had an offi- 
cial invitation to visit China. And 
when I arrived with my Chinese- 
speaking companion, Peter Hansen, 
we were treated with the greatest 
hospitality. It seems they were just 
waiting for someone like me to pop 
up, offering assistance.” 

An even more remarkable indica- 
tion of the change in attitude was the 
fact that the Danes were given per- 
mission to enter a military school and 
barracks: the elite gliding and 
parachute school at Anyang, Hunan 
province. It was here that the Forbes 
balloon had been kept and occasion- 
ally flown by the head of the 
parachute section, 37-year-old Hao 
Dongshan. 


fficial encouragement of such 
flights had only been extended to 


flying within the perimeter of the | 


school grounds. But with Paamand's 
arrival, Chinese bureaucracy, as he 
says, “was put into high gear.” They 
were allowed to fly within a 40-km* 
area, at any height below 3,000 ft and 


Hao; the balloon goes up: official encouragement. 









above 300 ft and were supplied with a 
retrieval car, a convoy of police 
motorcycles and even radio com- 
munication. 

Although Hao was the chosen prin- 
cipal student and the only one to be 
given practical training, at least 10 
other members of the parachuting 
school took part in the classes in 
aeronautical theory and debriefings 
that Paamand gave. He had come 
prepared with a supply of books, 
tapes, slides and films but training 
also extended to language instruction 
on balloon terminology. 

"We had to invent the Chinese bal- 
loon dictionary from A to Z," said 
Paamand, “and even a proper word 
for hot-air balloon, re qu qiu." 

Inevitably, there were both amus- 
ing and tricky incidents during the 
three-and-a-half bal- 
looning days at An- 
yang. The thousands of 
villagers who would 
rush up to the balloon 
when it landed were 
amazed to hear that the 
pilot had come from 
Europe. Paamand, too, 
was taken aback when 
he expressed concern at 
landing on crops of 
wheat and was told, in 
true Chinese diploma- 
tic style, that it could 
sometimes be good for 
the crop to have a flat- 
tening. Paamand, re- 
nowned in the balloon- 
ing world for aiming 
not to win competitions 
(he has competed in three world 
championships) but to win friends, 
must have been suitably impressed. 

But even more obvious to Paamand 
was the enthusiasm the officials at 
Anyang and within the CASA 
showed for competitive flying. "It's 
clear that they are not just interested 
in occasional fun flying," he said. 
"The course of training I gave to Hao 
at Anyang ended with an examina- 
tion flight and a solo. He's now a com- 
petent pilot and able to train others at 
Anyang. But the purpose of such 
training is clear from the questions he 
kept asking me about how to compete 
in international’ events, where they 
take place and when. They obviously 
want to enter the world ballooning 
scene.” — JULIA WILKINSON 
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LETTERS TO THE EDITOR 





Lauding Lange 


As a New Zealander, I am almost 
tempted to say that any publicity on 
New Zealand is good publicity; your 
coverage [14 Feb.], however, deserves 
clarification: 

» Australian Prime Minister Bob 
Hawke incurred the ire of his party 
more for his hypocrisy than his craven 
attitude towards the United States. He 
denied pressuring New Zealand but 
his bullying letter to New Zealand 
Prime Minister David Lange was 
leaked (by the Australians) to the 
press. He preached “consensus poli- 
tics,” yet, his decision to help the US on 
the MX test was made without consult- 
ing his cabinet, or even his foreign 
minister. 

» The US’ profession to protect the 
free world does not seem to extend toa 
member of this world exercising this 
very freedom. It is sad to see the US 
leadership loudly threatening econo- 
mic punishment to one of the few lib- 
eral democracies for exercising demo- 
cracy — 73% of the New Zealanders 
supported Wellington’s action, ac- 
cording to an opinion poll taken after 
the US suspended the Sea Eagle exer- 
cise while pussy-footing with the 
Chuns, Marcoses, Pinochets and Zias. 








“I refuse to go to Kuala Lumpur 


| unless I can stay 
at The Regent." 





ALBUQUERQUE. AUCKLAND CHICAGO FIJI. HONG KONG. KUALA LUMPUR LONDON MANILA MELBOURNE. NEW YORK SYDNEY. WASHINGTON D t 
KUALA LUMPUR 425588, TELEX 30486; HONG KONG 3-663361; SINGAPORE 7373555; 
TOKYO 03-211-4541 OR SEE YOUR TRAVEL AGENT. 





Have they already forgotten the les- 
son of Orwell's 1984 that we must not 
adopt totalitarian methods ourselves 
in our efforts to maintain freedom 
against totalitarianism. Perhaps their 
anti-communist myopia only allows 
them to read 1984 as a description of 
communism rather than as a satire on 
us. 

If the Soviets are laughing, it is at 
Washington's clumsiness. The Kiwis, 
however, are saddened, but resolute in 
the maintenance of their freedom and 
their liberal democratic system. 


Kensington, 
New South Wales 


Of dubious merit 


Maurice Alphonso's letter [21 Feb.] 
says Mary Lee [THE 5TH COLUMN, 17 
Jan.] lacks a real understanding of the 
process of nation building. This ap- 
pears to me totally unfounded as no 
nation can be built on fear, injustice or 
suppression of basic human rights. The 
current — even unconstitutional — 
ruling on preferential treatment for 
graduate mothers is a blatant case of 
injustice and shows just how warped 
the Singapore's People's Action Party 
(PAP) thinking has become. 

But there are more insidious forms of 


ADRIAN CHAN 






RKL157CA 


Many visitors to 

Kuala Lumpur regard 
The Regent as their 
favourite hotel. 

They return for the 
warmth of its welcome, 
which remains 
throughout their stay. 
For business facilities 
that include a swimming 
pool, a Health Club and 
some of Kuala Lumpur's 
finest dining. 

And perhaps, more than 
a few return for the 
pleasure of being 
remembered. 


à thie 


A REGENT * INTERNATIONAL HOTEL 
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injustice which even Lee may not want 
to recognise. They are mainly the prac- 
tice of “meritocracy” without a proper 
measure of merit and the denial of 
proper representation for minority 
communities. 

One consequence of this lack of 
proper representation for the 
minorities is that most Indian MPs 
chosen by the PAP — much to the 
chagrin of the Indian community — 
send their children to learn Mandarin 
as the second language in schools 
rather than their mother tongue, 
Tamil; thus setting a bad example to 
the minority communities. 

However, the avowed reason for the 
learning of a second language is to 
imbibe one's own culture and herit- 
age. For this reason, Chinese students 
are not offered any language other 
than Mandarin as the second language 
in schools. Other races, therefore, 
should be made to learn their own 
mother tongue as the second language 
in schools rather than Mandarin. 
Indians whose mother tongue is not 
Tamil could be offered Hindi, the na- 
tional language of India rather than 
Mandarin, the national language of 
China. 
Singapore 'SINGAPOREAN INDIAN' 


e This correspondence is now closed. 


Words fail... 


Buddhists the world over must deeply 
regret your choice of the headline His- 
tory according to the Buddhist ‘Kho- 
meini' [21 Feb.]. Certainly nothing in 
the role or quotes of the Ven. Palipane 
Chandananda excuses the comparison. 

The Buddhist Sangha dates from the 
first ordination of Bhikkhus by the 
Buddha himself in Sarnath shortly 
after his enlightenment. Thus, the 
Sangha has survived for more than 
2,500 years, making it the oldest in- 
stitution of mankind. The Sangha's 
role is to preserve the Dhamma, the 
teaching of the Buddha, to serve as a 
field of merit for lay people, to teach, 
and to work with diligence, each one 
individually, towards self-perfection. 

Buddhism arrived in Sri Lanka dur- 
ing the Asoka period, with the success- 
ful official missionary effort by the 
Arahat Mahinda, Asoka's own son, in 
250 BC. Thus the Buddhist Sangha in 
Sri Lanka is an ancient, venerable in- 
stitution, which has preserved for the 
world the complete Pali Canon and 
also the Bodhi tree which was carried 
personally to Sri Lanka's shores by 
Sanghamitta, Asoka's own daughter, 
herself a Bhikkhuni, or nun. 

All Buddhists feel great concern and 
compassion for the sufferings of both 
Tamils and Sinhalese in these violent 
times. 

VISAKHA KAWASAKI 


14 MARCH 1985 e FAR EASTERN ECONOMIC REVIEW 


It looks like a creature from another planet. 


In fact, its something far more dangerous: 
? common house fly. 

With its allies, the mosquito, the cockroach 
id the rat, it causes widespread suffering in 
ies throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
alaria, yellow fever, typhoid. The list of diseases 
ey carry makes frightening reading. 

Frightening when you consider the millions 
costs to treat and cure them. More frightening 
II when you count the cost in human miser y. 

At ICI we've developed a wide range of 
oducts to eliminate the threat before it becomes 
yroblem. 


a . AÑ, ` 
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‘Imperator is a space spray that’s ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray 'Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquitos habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 

ICI sprays have been used safely over 


l . 
THAN WAR, FAMINE OR DROUGHT. 


thousands of hectares, as well as whole towns 
They're easy to use and highly cost-effective. And 
along with our products, we can provide expert 
advice and help on any insect or rodent problem 

If you're responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plant 
Protection Division, Fernhurst, Haslemere, Surrey 
England. 

Together we can make towns and cities safer 
places to live in 


Plant Protection Division 


ACTELLIC. IMPENATOR YMPERATOR. AND MALERAT ARE Al 
MARKS OF IMPERIAL CHEMICAL INDUSTRIES PLC ENGLA? 





| A new system for 
higher profits in world trade. Free. 





It's called the Extra Global Trading Network: a trade information sys- 
tem backed by a full-service trading company and offered by major banks 
around the world. Whether you are a small company or a multi-national giant, 
the Extra Global Trading Network gives you a whole new dimension in 
international trading. And best of all, it’s free. 

Our trading arm does more than put buyer and seller together. It 
executes transactions, minimizes risk, and opens new pathways of profit. 
We handle sourcing, selling, distribution, foreign exchange, financing, freight, 
licensing, and counter trade. 


Extra service. Extra profit. At no cost to you. 


Our worldwide offices are in place right now, staffed by experts with 
years of international experience. They can generate sales for you, choos- 
ing the best situations and markets for your particular needs. 

We want to assist you with business that you cannot (or choose not to) 
do yourself. And that means, extra profit for you. 
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To enroll, contact one of the member banks below or: Extra Global Trading Network, 350 South Figueroa Street, Suite 210. Los Angeles, CA 90071, (213) 813-7006 TLX: WU 384959 EXTRA UD 


BAL TRADING Comerica Bank Security Pacific National Bank Banco Quilmes Bank of Canton 
Detroit, MI, USA Los Angeles, CA, USA Buenos Aires, Argentina Hong Kong 
NETWORK SM Harris Trust & Savings Wachovia Bank and Trust Company Banco O'Higgins Thai Farmers Bank 
Chicago, IL, USA Winston-Salem, NC, USA Santiago, Chile Bangkok, Thailand 


Extra Global Trading Network is a service of PNC Financial Corp. Banco Ganadera Argentino Banco de Caldas Banco Latino 
Security Pacific Trading Corporation ©1985 Pittsburgh, PA, USA Buenos Aires, Argentina Bogota, Colombia Caracas, Venezuela 
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| s wh irpinne | Singapore’ > rapid | ae 
zi = growth are either sluggisi , orin danger of shrink- | 7 
E ing, andthe younger leaders who have been brought in as Prime Minis 
“ter Lee Kuan Yew's political heirs are worried that thereis nothingi 
. economic programme to take up the slack. Singapo u ch 
. V. G. Kulkarni looks at the. low-grow nth future the country is facing a ar 
, examines the problems of its main industries. Pages 65-72. | 
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Page 16. Dr 
Anew aspirant emerges in the rug- q^ 
ged arena of Sabah politics, where | 
strong men rise slowly and fall | clin 
suddenly. | i 


eran Filipino politician Arturo 
lentino fired by President Fer- 
. dinand Ma rcos for speaking out of 
turn — but that might just suit him 
in the future. i 













“Vietnam is expected to follow up ina legal pu jute ove 
on its Cambodian battlefield vic- | a major Philippine | 
tory by pressing for a quick politi- pany. 
cal settlement which will ratify its 
new ail | 


Page 14 

in Bangladesh the military ruler 
takes a leaf out of Pakistan’s book | 
and calls fora referendum to con- 
firm his power. 


Page 14 
Pakistan strongman Zia-ul Haq 
 amends the constitution to make - 
himself even stronger and a future 
Pine minister Donee 
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Chun lifts ban on 







South Korean President Chun 
‘Doo Hwan has lifted a ban on. 
political activities imposed on 
lissident leaders Kim Dae 
ung and Kim Young. Sam. 
e move. was apparently 
ade in response to rising 
essure for more political 
freedom brought on by the 12 
February electoral successes 

































e to'sit in the new national 
sembly when it convenes in. 
id-April. The action goes 


plies to a dozen other politi- 
1 figures, including former 
emier KimJong Pil. : = ~ 

- Chun's step also means that 


ome, to which he has been re- 
tricted since returning to 
eoul on 9 February after two 

ars of self-imposed exile in 
e United States. However, 
m will not be allowed to join 


rear prison sentence for sedi- 
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urces sa id. — SHIM JAE HOON 
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e annual council meeting of 








^ US) defence pact 
ec led for July in Can- 
rra. The postponement was 
nounced by Australian 
ime Minister on Hawke, 
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| New Caledonia foiled — 


ffect on 7 March and. also . 


im Dae Jung can leave his | 


;30litical party because of m 
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Party (LDP). The latest of 
these occurred when a Tanaka 
follower, Finance Minister 
t Noboru Takeshita, announced 





sition of - Prime 
Yasuhiro Nakasone, 







links with Tana ka. 
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Australian security, 







foiled 





| New. Caledonia bya 
| group of French settlers intent 
E othe Kanak 


(Melanes an) campaign for in- 





house near Brisbane on 5 
police seized a cache of 





shotguns ‘plus 32,000 rounds 
of ammunition. Some of the 











drums, which police allege 
| were to be smuggled into New 
 Qaledonia slung under a 
yacht. Four men, two born in 
France. and two in. New 
Caledonia, were . charged 
















government, but have pleaded 
not guilty. — HAMISH McDONALD 


| Liu murder suspects | 

are formally charged | 
Taiwan authorities on 27 Feb- 
ruary formally indicted Chen 
Chi- li, Wu Tun and Tung 
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action came one day after 
fice ‘Minister Shih Chi- 
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fficially stated. 


ie agency's 
Wong Hsi-ling and 


e in the case. The gov- 
lenies that anyone in 
a ordered the killing, 
told. the ena 





in February that he was form- 
ing his own “political study” 
. group.” Tanaka’s illness could 
lead to a series. of re-align- | 
': ments within the LDP but is- 
not expected to affect the po-. 
‘Minister : 

despite. 
the latter’s close per onal. 
a won Prime Minister Datuk Seri 
pe CHARLES SMTH t.  Mahathir Mohamad and Daim 
^ f nance minister last July. The 
1 disputes have centred on such 
police ; 
and customs authorities have | 
n attempt to smuggle. 


dependence. In a raid on a. 
1 40^ fles and 40 pump-action . 


“weapons were sealed in oil | 
n which is still outstanding, | 


under a law banning hostile . 
incursions against a foreign 


a stationed | 


Kuei-sen for the 15 October - 
| murder in Daly City, Californie a. n 
nia, of Chinese writer and 
Kuomintang critic Henry Liu- | 


ig revealed t that Chen, ium | 


RM the first time this }- 


ureau officials, in- 
s director, |" 


puties, are under inves- | ^ 
by the military pro- | t 
or's office to determine 

































Malaysian central 

bank govemor resigns 
Disagreements with Malay- 
| sia’s political leaders have 
“culminated in the resignation 
of Tan Sri Aziz Taha, Malay- 
:sia's Bank Negara (central 
-bank) governor since 1980, 
and deputy governor for 10 
years before that. Taha in re- 
cent years has quarrelled with 


M 


Zainuddin, who became fi- 


issues as priority areas for 
commercial lending, and man- 
agement shake-ups. at some 
commercial banks. There have 
also been policy clashes over 
credit expansion and foreign 
borrowing. Taha's replace- 
ment is likely to be Datuk 
Jaafar Hussein, an accountant 
and chairman of Malayan 
Banking, Malaysia's second- 

















central bank has remained of- 
ficially silent, however, prom- 
ising a statement "shortly." 

— JAMES CLAD 


World Bank to open 

Peking resident mission 
The World Bank will open its 
first resident mission in Pe- 















present it in dealings with all 
Chinese Government agencies 
and with all external agencies 














. Who. is. currently senior 
economist for the bank's eco- 
nomic work on China, will 
nese the mission. —TEDMORELLO 


= ; dit i irman - 
‘is dice y in Taiwan. 

. The effects of Taiwan's Tenth 
Credit loan scandal continue 
to spread with. the arrest of 
bank chairman Tsai Chen- 
chou on 1 March. He has been 
charged | with forgery and 
fraud in connection with the 
alleged illegal diversion of 
NT$7 billion (US$178.5 mil- 
Hon) fro the bank to another 
















































7 Mar.). 
"Tsai Wan-chun, 
f the group, was 













offences. Al- 
1 top officials of 
tand Cathay Plas- 
arrested. 

e^ government-owned 
Banks on 4 March took over 












and Trust Co., 


largest commercial bank. The. 


king in July. The office will re- 


im China. Edwin, 
ilippine national. | 


he same time with 


the > management of Cathay In- 





| ship. Dongsuh. Securities, 
[of rude most pronta 
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"Korea and. Europe 
world's biggest builders, 
that order — agreed.to study, 

ways to reduce unprecedented. i 
world ship oversupply. The 


shipbreaking y yard in Liber 


quite another matter’ 


_legations were e pected. 
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withdrawal ‘of funds. by 1 ner- 
vous depositors. The Ministry : 
of Economic Affairs.says it is . 
preparing to take control of : 


Cathay Plastic to miaintain.. 


production and guarantee the ` 
rights of the troubled firm's 
creditors. -~ CARL GOLDSTEIN 


Shipbuilders’ call 

for a scrapping plan 

A conference in. Hongkong on. 
4 March of, top shipbuilding 
officials from Japan, South 
the: 
in: 
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builders aré expected to meet 
again in July, by which time. 
the Japan. Maritime Research. 


Institute (which will make the - 


study), will have presented its 
findings. Among proposals. 
made at the meeting was es- . 


tablishment of an Interna- 






tional. Maritime Industries 
Forum;.creation of a majo 


and of a fund to encoura le 
stepped-up scrapping. How — 
any of this would be paid foris he 







panese and South: Kore 





raise this. with t respective i 
governments, which could be 
a sticking point. i ~ PAUL SILLITOE 





: Kukje-ICC Com. to 
bebrokenup 


Korea ‘First. Bank and two 


other commercial banks have 
‘almost. finalised a plan. to. 








break up South Korea’s Kv 
ICC Corp., now in recei 


way. to. have Kuk Don 
struction Co; a mediu 
contractor, take Kukje: 
struction arm: Kukje Corp. 
self, its footwear-manufactur- 
ing facilities and its trading 
arm are likely to be turned 
over to Hanil Synthetic Fibre 
Industrial Co., a big business 
concern based in Pusan. 


Hanil will also purchase the 


Kukje Centre building in 
Seoul, and the fallen conglom- 
erate’s two hotels in Pusan - 


and Cheju Island. Bankers 
are also negotiating with 


Dongkuk Steel Mill Co. to 


have it take over Union Steel 
"and Kukje a abs 








[he Requirement: An ATC system with exceptional 
eliability for today, and room to grow for tomorrow 


The Technology: Lockheed Electronics pre- 
sents a new generation of Air Traffic Control systems. 
»ystems built to handle an ever-increasing workload. 
»ystems whose advanced technology design achieves 
1ew levels of dependability. 

Lockheed's approach is unique. It distributes the 
workload over a network of fault-tolerant computers. 
Each computer's own internal back-up hardware lets 
t operate continuously. So electronic component 
nalfunctions are detected and isolated and circuit 
;»oards may be replaced without interrupting the 
»perational system. Air traffic safety is significantly 
*nhanced because air traffic controllers can rely on 
the increased availability of the fail-safe system. 

The Lockheed system brings new technology to 
the world of Air Traffic Control automation. Fault- 
‘olerant computers, intelligent peripherals, electronic 


displays for flight progress monitoring and simplified 
human-machine interface make the Lockheed ai 
proach the most modern in the world today. This fail 
Safe system iS now being implemented for Taiwat 

As a specialist at implementing all aspects 
automated Air Traffic Control, Lockheed Electroni 
has years of experience in Europe, the U.S., thi 
Middle East and Asia. 

| ook LO | ockheed for AT technology vou | 
count on today, and build on for tomorrow. For 
further information, contact: N. Huseland, Lock! 
Electronics, Plainfield, New Jersey 07061-1501 
(201) 757-1600. 


= rLockheed Electronics 


Leadership in Technology 





Computer output 
v ryan : cans =: 
with General Electric (U.S.A.)* 


Professional Large Screen 
Video Projection 


With General Electric's (U.S.A) exclusive system for bright, 
sharp, professional-quality pictures, up to 25 feet wide, 
General Electric (U.S.A) Professional Large Screen Video 
Projectors are making presentations more dramatic, more 
productive, and more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (U.S.A.) 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric (U.S.A) projectors 
are being used in a great variety of applications, including 
both rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 


Education: Medical, dental, engineering, computer science 
instruction. 


Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 
Aerospace and Defense: Situation displays, simulator 
training. 
Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 
Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498 





IN THE BOARD ROOM at Mellon Bank, N.A.. Genera! Electric 
(U.S.A) projector displays data for board review and discussion 


*Not connected with the English company of a similar name 
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IN ENGINEERING: General Electric (U.S.A) projector displays 
computer-assisted design for Engineering Society of Detroit seminar 


i 
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AMENOMENT |-ON PAGE 
2. LINE SIN TITLE 
AFTER THE SEMICOLON 
(,) INSERT: CREATING 
S. 559.425. FLORIDA 
STATUTES. PROHIBITING 
ILLEGAL TYING ARRANGE- 
VENTS 


IN GOVERNMENT: General Electric (U.S.A.) projector displays 
amendment for Florida State Senate to inspect before voting. 


GENERAL @@ ELECTRIC 


U.S.A. 
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xmissed gebe à ceremo yy at. 
which Democratic Kampuchea, 
coalition president Prince 
Norodom Sihanouk receivec 
credentials of four ambassat 
at the Khmer Rouge "capital 
Phum Thmei on 9 February. — 
According to sources close to the. 
Khmer Rouge, the Vietnamese — 
made a concerted bid to break 


STAGE WHISPERS - | 
In anticipation of the 30th | 
anniversary celebrations of ae 
1955 Bandung Conference — 
which conceived the non-aligned 
movement — in Indonesia in 
April, both Yugoslavia and Egypt 
have approached Malaysia to - 
suggest that it might like to takea 
higher profile in the affairsofthe | through to the base, on the Thai- 
movement, The Yugoslavs in Cambodian border, just before 
particular are thought tobelieve | the ceremony. The Khmer Rouge 
that Malaysia's growing -| were equally determined to keep 
involvement in Islamic | Hanoi's troops back, throwing 
Conference affairs, North-South l hundreds of guerillas into the | 
questions and within the non- — | battle. The Vietnamese succeeded 

| 
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»xports. However. 
3e the only pointa 0: 


ooking for ways ‘of diverting 
Asean textiles from its own 


he United States i is intensit Ang 
ts efforts to improve relations 
ith India by planning, among 
other things, a series of high-level 
Visits there. Commerce prd 
Malcolm Baldridge and Trade © 
Representative William Brock - 
d the to Bot to ael Delhi 
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aligned movement itself point to | in capturing ; Phum Thmei a few. 
the possi aty of that country | days: later. | 
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IK | .| was reported (4 Mar.). Three more people 
ustralia will not pass to New Zealand | were killed. in sporadic outbreaks of vio- 
ligence material originating in the | lence during the elections, PTI reported. 
ed States, Prime Minister Bob Hawke | Two Sikh soldiers who mutinied to protest 
aia Fe eb. e Labor dni te inj against-the army. assault on the Golden. 
ec bore last ear. were enne to A | 

E | [said A man E my. 
| hs nantes 


fr om ius into. y que 
tial-law regulations issue 
power (4 Mar.). Military 

tended the ipd dip of f i 













annua S n2us Saunt ie poe postponed pm" 
ndefinitely (4 Mar .). E | 




















| Islam "uc nee Muslim harr mony, 
least three top opposition leaders | Antara newsagency said {3 Mar.) |... 
arrrested since President H. M. Er- A i U 


ancelled a planned general election | 







oino partiës begati what 


ah mposed martial law witha ban on | | 
po d activities, opposition leaders in | could b “protracted boycott of all Diet 











dings after the ruling Liberal 
Party would not agree to their 
an income tax eut.(27 Feb.) 
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a said (1 Mar.). Police cordoned off | are 

omes of opposition leaders Sheikh e 
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The number of arrests since the | " nil. EU terro atti acked à 
reimiposition of martial law rose to 310, | MALAYS i police |: tion in a »rthern Sri tae? 
ress reports said (5 Mar.). Lorrair ‘aman, former chairman of United. 


Bumiputra. Malaysia Finance, served 
notice that he wil challenge a writ by 
umiputra seeking the return of 
about M$ # million (Uasin BORDER 





ike called by opposition parties to 
the death of a politician shot by 


: $a ion gang all leged t th iat 
closed down two towns m Rajas- 


on o hom Pres 
Chiang /hing-kuo's son, the San 
cisco Examiner repor ted (SiMar.) 7 
president's son Chiang Hsiao-wu denied 
any ties with the gang member (5 Mar Y. 
















7.Feb.). One person was burned to |. 
th and four injured when protesting | 
students set fire to a bus in Gujarat, the 
Press Trust of India (PTI said (28 Feb.). At 
least 20 people were killed and 1,000 ar- 





Violenoed íptedi in New Caledonia after, à 4 
police raid and arrests in a militant strong- 
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rested in Bihar on the first day of stateas- | hold on the east coast, police sources said | THAILAND | 

sembly elections, the United News of | (5 Mar. , About 800 ut ietnamese soldiers oC- m 

India reported (2 Mar.). More than 60,000 | NC cupied three 

troops tightened security in Andhra | PAKISTAN. T officers répo 

Pradesh to head off possible violence on | — Pakiste polls toelect four | forces trie d to Pu the i den z 6 5 
eeve eof local assembly elections there, it | provinei 3.Feb.) President | Mar.) 
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The president sacks veteran Tolentino to show he is still in charge .. . 





By Guy Sacerdoti in Manila 


he dismissal on 4 March of Phi- 
1 lippine Foreign Minister Arturo 
Tolentino shocked not only his 
own ministerial officers but some 
members of the cabinet and other rul- 
ing Kilusang Bagong Lipunan (KBL) 
party officials as well. The sudden 
move by President Ferdinand Marcos, 
according to KBL officials, was de- 
signed to show both that Marcos re- 
mained very much in control of his 
government and that he remains un- 
willing to let his party drift towards a 
more decentralised decision-making 
process. 

Marcos removed the respected 74- 
year-old Tolentino in response to a 
speech given by the foreign minister 
criticising presidential  reappoint- 
ments of foreign service officers of re- 
tirement age with political ties to the 
presidential palace. Tolentino told the 
Foreign Service Institute on 3 March 
that while reappointments remained 
Marcos' prerogative, decisions on ac- 
tual postings were a part of the foreign 
affairs portfolio. Interference by the 
so-called “extendees” — those who 
had been reappointed — Tolentino 
said, was blocking his efforts to 
streamline the over-fat bureaucracy of 
his ministry. 

But it was Tolentino's stubborn legal 
approach to issues such as succession, 
arbitrary detention and Marcos' de- 
cree-making powers which had made 
him a constant thorn in the presiden- 
tial side. At the press conference fol- 
lowing his dismissal, Tolentino said 
the speech was too small an issue to ac- 
count for Marcos' action. 

In a letter to Tolentino, Marcos 
wrote that his speech and other criti- 
cisms were "incompatible with the 


government anc  ayself," And “to 
maintain the int. ;rity of the cabinet 
and the administration" Tolentino 


could no longer remain foreign minis- 
ter. He did not name a successor. 

Although à scheduled meeting with 
Marcos on the issue of extendees had 
been postponed by the palace, Marcos 
complained that Tolentino should 
have discussed the matter with him be- 
fore speaking about it publicly. When 
Tolentino was appointed foreign 
minister on 30 June 1984, replacing 
long-time . foreign minister Carlos 
Romulo, he agreed to take on the 
portfolio only on an assurance from 
Marcos that he would be allowed to 
speak freely on policy issues with 
which he disagreed. 
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His dismissal marked the first time 
in Marcos’ nearly 20 years of often au- 
thoritarian rule that a government 
minister was summarily dropped from 
the cabinet. The dismissal clearly was 
a signal to many within the KBL, as 
Tolentino himself said at his press con- 
ference, that Mareos was launching an 
in-house clampdown against the 
growing independence of some key 
government officials. 

It came at a time when a number of 
long-time Marcos associates are de- 
bating among themselves the merits of 
maintaining the remaining extra- 
ordinary powers of the presidency held 
over from the martial-law period be- 
tween 1972 and 1981. And, with local 
elections for governors and mayors 
scheduled for May 1986, the tighten- 
ing of the reins on internal dissent 
within the government coincides with 
the start of the political process of 
choosing potential candidates capable 
of winning against a revived opposi- 
tion in the provinces. With Marcos’ 
term officially expiring in 1987, loyal 
provincial supporters will be crucial 
for any smooth transition of power to 





Marcosiavellian style 





a successor hailing from the KBL. 

On the same day as the Tolentino 
dismissal, Marcos also chided his long- 
serving Labour Minister Blas Ople for 
a series of speeches in which Ople re- 
ferred to political patronage within 


PHOTOS. REUTER 


Tolentino: stubborn approach. 





TRIAL BY ERROR... 


As the Aquino murder hearing enters its third week, Judge Paraman 
has difficulty in keeping the proceedings running smoothly 


A’ the so-called “trial of the century” 
enters its third week, precious few 
prosecution witnesses have been pre- 
sented to prove a military conspiracy 
in the 21 August 1983 assassination of 
opposition leader Benigno Aquino and 
Rolando Galman, the man military in- 
vestigators originally claimed was the 
lone assassin. 

The credibility of the government 
anti-graft and corruption court, the 
Sandiganbayan, which is hearing the 
double-murder case, has remained in 
question — mostly due to rulings 
which have allowed the 17 military 
principals charged in the killings to re- 
main in the custody of their superior 
officers, and the decision on 1 March 
giving the defendants the option of not 
appearing at the trial. 

For the eight charged as accessories 
in the case, particularly armed forces 
chief of staff Gen. Fabian Ver and 
Maj.-Gen. Prospero Olivas (both on 





ooo 


leave pending the trial verdict), the 
ruling was at least a minor victory. 

While presiding judge Manuel 
Pamaran is trying his best to keep the 
proceedings running smoothly, itis the 
government prosecutors who have 
been lax in presenting both evidence 
and critical witnesses for their case. 
For example, crucial to the conspiracy 
charge is proving that Galman was 
fetched by air force Col Arturo Cus- 
todio and the sole accomplice indicted 
in the case, Hermilo Gosuico, four days 
before the airport shooting. But the 
Galmans, who originally ignored sub- 
peonas, refused to answer questions 
when they did appear, claiming that 
the judicial system will not work. 

In addition, four important witness- 
es have disappeared. All were priyate 
security guards or airline personnel 
whose testimony before the Agrava 
board, which concluded the assassina- 
tion was the resultofa military conspi- 
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developing nations, including the 
Philippines, as being responsible for 
economic backwardness. Ople reiter- 
ated an earlier offer to resign in a letter 
to Marcos on 5 March, but as of 6 
March it had not been acted upon. 
Both Tolentino and Ople have been 
relatively outspoken on a number of is- 
sues recently. Tolentino in particular, 
has been critical of Marcos’ remaining 
decree-making powers. Amendment 6 
to the 1973 constitution allows Marcos 
to issue decrees if the Batasang Pam- 
bansa, or national assembly, is not in 
session or the decree involves an ur- 
gent matter of national security. Mar- 
cos has used his decrees liberally for 
widening definitions of subversion for 
which the death penalty is applicable, 
as well as for economic reform involv- 
ing the sugar and coconut industries, 
for example. Tolentino supports the 
abolition of the amendment, with the 
caveat that the government must beal- 
lowed to act in times of emergency, but 
with later approval from the assembly. 


wide powers of detention Marcos 

still maintains through so-called 
Preventive Detention Actions, allow- 
ing a wide range of detention powers 
under the broadened definition of sub- 
version and rebellion. On both these is- 
sues, Tolentino’s position was more at- 
tuned to opposition demands for the 
dismantling of the more far-reaching 
of Marcos’ powers. 


Ter has also criticised the 
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Ople, while publicly professing great 
loyalty to Marcos, has also been quietly 
critical of a number of government 
policies, particularly concerning the 
tough economic measures imposed on 
the country by the International 
Monetary Fund and the conditionality 
of lending from institutions such as the 
World Bank. Ople had already been 
scolded once by Marcos in late De- 
cember for saying privately to jour- 
nalists that there had been an “inter- 
régnum" as a result of Marcos’ most re- 
cent illness. 

Marcos has been under pressure 
from moderates within both the KBL 
and the opposition to loosen the reins 
of policymaking, to reform the armed 
forces in the face of a growing com- 
munist insurgency and to give greater 
latitude to governing institutions such 
as the cabinet and the assembly. While 
he has allowed economic technocrats 
such as Prime Minister Cesar Virata 
and Trade and Industry 
Roberto Ongpin at least a modicum of 
freedom in taking steps to stabilise the 
faltering economy, he has been fight- 
ing against political reform. 

Although a referendum in January 
1984 set up a more rational succession 
scheme. should Marcos be forced to 
step down early — a proposal initiated 
by Tolentino — and the assembly elec- 
tions in May 1984 were the cleanest in 
15 years, those concessions came out of 
the need for political survival rather 
than any heart-felt desire for reform. 








The Galmans and counsel Lazaro: ‘the system will not work." 


racy (REVIEW, 1 Nov. '84), implied that 
Aquino could not have been shot by 
Galman. National Bureau of Investi- 
gation operatives have set out to look 
for them. 

Also, the Agrava board's "secret wit- 
ness," Celso Loterina, who said he ac- 
tually saw the shot fired that killed 
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Aquino and later 
recanted his testi- 
mony, will not even 
be called by the 
prosecution be- 
cause of his retrac- 
tion. Prosecutors 
say he may be called 
later on as a defence 
witness, however. 
The only prosecu- 
tion witness to date 
to counter the mili- 
tarv's version, 
Ramon Balang, did 
appear on 4 March 
and upheld his 
prior testimony 
that he saw Galman 
standing away from 
Aquino as the poli- 
tician fell to the 
tarmac. 

Delays in the proceedings for lack of 
witnesses have become endemic dur- 
ing these early stages of the trial, and 
unless the prosecutors take a more ag- 
gressive stance in pushing their case, 
the “trial of the century" could be over 
before mid-year, according to the mili- 
tary's defence lawyers. — GUY SACERDOTI 
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Minister | 











KBL stalwarts have tended to drift 
away from the tough Marcos line dur- 
ing periods when the state of his health 
has been the subject of widespread 
rumours and speculation. Thus, the 
firing of Tolentino also had the effeet 
of reinforcing Marcos' desire to let it be 
known among his cabinet, the KBL 
and the nation in general that he 1$ 
firmly back in control of government 
and is continuing to recover from the 
debilitating illness that has kept him 
confined to his palace since mid- 
November, government sources said. 


T officials said it is no co- 
incidence that the dismissal 
comes less than one week after 
Marcos told his first press conference 
sincelast July that he plans to reinstate 
armed forces chief of staff Gen. Fabian 
Ver — at present on extended leave — 
if he was acquitted at the end of the 
current trial as an accessory in the 
assassination of opposition leader 
Benigno Aquino and his alleged assas- 
sin, Rolando Galman. 

From Tolentino's and Ople's points 
of view, their critical stand can be inter- 
preted as manoeuvring themselves into 
advantageous positions in the event of 
Marcos' death or retirement, since 
both are known to have had presiden- 
tial ambitions, though Tolentino is 
firm in his declaration that he is now 
retiring from politics. In a city were 
political rumours are as many and 
complex as there are coffee shops, the 
moves have, of course, been inter- 
preted in many ways — the most 
Machiavellian and unlikely being that 
the dismissal of the foreign minister is 
only a move by Marcos towards mak- 
ing Tolentino, as his chosen successor, 


| acceptable to the people. 


The United States, which has 
strongly supported Marcos during his 
lengthy tenure and maintains a signifi- 
cant interest in the Philippines, has re- 
cently stressed publicly that military 
reform (for combating the growing 
communist insurgency) and 
strehgthening democratic institutions 
are critical for the development of a 
politically stable country. US officials 
recently visiting Marcos have indi- 
cated that Washington would like to 
see Ver out of the chief of staff's job 
completely, yielding it permanently to 
his temporary successor, Lieut-Gen. 
Fidel Ramos, while seeing politicians 
such as Tolentino assume larger roles 
in the formulation of policy. 

However, informed sources say that 
the US does not view the sacking of To- 
lentino and the statement of loyalty to 
Ver as necessarily against its basic 


| policies. They merely worry about the 


effect that a Ver reinstatement would 
have on the US Congress and the ap- 
proval needed for the US$190 million 
aid package scheduled for Manila. gg 
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By S. Kamaluddin in Dhaka 


En a dramatic move on 1 March, Bang- 
ladesh President H. M. Ershad ban- 
ed political activities and strikes, 
elled the planned 6 April par- 
nentary polls and announced that a 
referendum seeking support for his 
‘continued rule until elections at a fu- 
ure date would be held on 21 March. 
"In addition, Ershad; who also holds 
the post of chief martial-law adminis- 
or, revived the offices of martial- 
idministrators at all levels of.gov- 
summary and special mili- 
-ourts and ordered the firm appli- 
: i] martial-law provisions. 
ver, 1n. a subsequent clarifica- 
Information Minister A. R. Yusuf 
id that the referendum was “no sub- 
titute for elections". 
tressed i in his address to the nation on 


















ady to negotiate "to arrive at a con- 
and understanding.” ` 
Ershad said: “Relaxation or with- 
awal of martial law will depẹnd on 
> creation of the necessary atmos- 
here and situation.” The major oppo- 
ion parties. have been similarly 
gue in their demands, saying that 
eir participation in the polls would 
nd on the creation of a congenial 
osphere by the government. Er- 
ad'slatest move, after more than a 
ar of bitter wrangling between the 
esident and the major. opposition 
arties over how best to return the 
untry to democracy, brings the poli- 
ical situation here back to square one. 
It appears that the president's action 
yas a bid to prevent what Ershad 
Ww as a desperate situation arising 
hen the opposition decided to resist 
he filing of nomination papers on 24 
bruary and boycott the 6 April polls. 
A diplomatic source said: "The only 
tion Ershad had which he did not 
xercise’was to abdicate. and hand over 
power to the opposition.” 
" Before the crackdown was an- 
~ nounced, all five of the country's uni- 


resident students were told to leave as 
= à precautionary measure. A curfew 
was imposed throughout the country 
"from midnight to dawn, but was 
- Slightly relaxed on 3 March and con- 
' fined only to urban areas. 

No political leader was immediately 


were reportedly taken into custody by 
"authorities. Begum Khaleda Zia, 
chairwoman of the “Bangladesh 


bi JOS ion parties reject h 


and, as Ershad.| 


arch, his regime would always be | 


wersities were closed indefinitely and | 


available for comment on Ershad's ac- 
' tion as those who did not go into hiding | 


. Nationalist Party (BNP), and Sheikh | 
Hasina Wajed, of the Awami Ledgue. 


is latest concessions 





were placed under. house. arrest, thus 
isolating the leadership of the coun- 
try’s two most influential opposition 
parties. 

Ershad, who: took. over power in a 
bloodless coup on 24 March 1982, has 


rule "martial law with a difference." 
The latest crackdown was not a bolt 
from the blue. Feelers had been sent 
out by the government. to opposition 
leaders after they had decided to 
boycott the April polls despitethe con- 
cessions Ershad had. granted on their 


democratic system of government. Er- 


the opposition agreed to participate in 
the polls, but theopposition did not be- 
lieve that the president was capable of 
returning to a tougher stance. 
“Ershad, in his address to the nation, 
accused opposition leaders of having 
miserably failed to discharge their 


PAKISTAN 


Zia amende the constituti 
 amove towards demo 







| sid Husain Haqqani in Islamabad 


he wave of. political optimism ře- 


February, in which several ministers 
| and supporters of th military regime 
were defeated, led to an even higher 
turnout in provincial assembly” elec- 
tions three dayslater. — 

Almost 59% of voters exei 
franchise © despite an , 
boycott call, up from the average of 









amendments, 
‘coupled with the announcemei t 
martial law would only be lifted in 
Stages, shocked those who expected 
the president to move faster towards 
democratisation after the elections. 
.Zia's amendments to the 1973 con- 
stitution gave him sweeping powers 
¿and provide the basis of a presidential 





government. | 
Although Zia said the ne I 
ment CORE .be able. to l 


earned the reputation of being a 
| humane military dictator. He calls his 


demands for the move back towards a. 


-shad had warned that a harsher mar- | 
‘tial law would be re-imposed unless 





on but disappoints thos : who expected 
acy, by eg himself more S POWorars 






sulting from the.success of Pakis-- 
tan's national assembly polls on 25 











G d their | 


53% for the first round of voting. But- 


President Zia-ul Haq' s constitutional |. 
coming on 2 March, |. 


rather than parliamentary, form: 2 | ci 







































: lease of abnvicted: and detained: pol iti 
‘cal workers [to create a congenial at 
mosphere as demanded by the opposi 
tion], the law-and-order situation de 
teriorated ... frequent strikes, abstén 
tion from work and interruption 6 
production, killings, hijackings, use o 
arms on campus, setting fire to studeni 
resident halls, violence, oppression o 
the peace-loving people by anti-socia 
elements masquerading as students 

clashes between students and the peo 
plein Dhaka and attacks on police sta’ 
tions and outposts, and the looting o 
arms from there are some of the burn 
ing examples. As a result, pupucm aH 
has become miserable.” 



































































"he president said that TU wha 
he called his administration’s sin 
cere and ceaseless efforts, election 
could not beheld: He added: “My gov 
ernment has at least decided to seel 
the people’s verdict directly and seel 
- their confidence in my policies 
programmes aswell as in my continua 
tion as the president of the countr: 
 untilthe holding of a under th 
suspended constitution.” 
With the latest move, Ershad ` ħa 











amendments the revised version of the 
constitution provides a very diffic 
| procedure for altering the basic law. 
To change Zia’s revisions, a two-thirds 
majority will be required in the na- 
tional assembly and senate and the 
. amendments will also need ratification 
with simple majority by the four pro- 
. vincial assemblies. 
. “It is unfair to the newly elected rep- 
resentatives,” wrote columnist Irshad 
Ahmed Haqqani, commenting on Zia's 
constitutional package. “The assembly 
has been presented with a fait accom- 
ry basis of the 
constitution: and its power to change it 
is restricted by the difficulties of pro- 
cedure.” 
Under the amended constitution, the 

president has the powers to appoint 
| the prime minister 1 i cabinet. chiefs 
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ns four times sin 
ich time making more concessions to 
»position demands. 

The president's first offer was to 
old a presidential election in May 
)84, to be followed by parliamentary 
alls late in the year. Then, the opposi- 
on demanded that the parliamentary 
ections should take place first to en- 
ire à fairer presidential election. As à 
ympromise, Ershad announced that 
oth parliamentary and presidential 
ections would be held together on 27 
[ay 1984, but the opposition rejected 
e move. Then he offered to hold par- 
amentary polls on 8 December last 
ear, to be followed by a presidential 
lection some time later under the sus- 
ended constitution, in compliance 
ith another opposition demand. 
[owever, this was conditional on the 
pposition's public acceptance of the 
lan, which was not forthcoming. 

On 15 December 1984, Ershad an- 
ounced the 6 April elections and a 
ive-point modus vivendi, making 
wre concessions to opposition de- 
1ands. These included the withdrawal 
f military courts and the offices of 
1artial-law administrators at various 
avels of government and the partial 
estoration of fundamental rights. For 
he first time, neither of the two major 
pposition groupings — the Awami 
,Oague-led 15-party alliance and the 
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Khaleda; 
BNP-led seven-party coali- : 
tion — rejected the offer but 
came out with additional de- 
mands as preconditions for 
their participation in the 
elections. 


hile the Awami League's 

followers tried to create 
a pro-election tempo, the 
BNP's supporters pre-empted 
them by declaring that there could not 
be free and fair elections under martial 
law and that the seven-party alliance 
would resist filing of nomination 
papers. Khaleda said that anybody par- 
ticipating in the polls would be deemed 
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of Hasina and 
Khaleda as leaders of 
the country's two larg- 
est opposition parties, 
the parties have moni- 
tored each other care- 
fully, adjusting their 
programmes accord- 
ingly. In doing so, they 
have been playing 
more to the gallery 
than following their 
own political inclina- 
tions. As a result, Kha- 
$ leda's hard-line stance 
pushed Hasina into dif- 
ficulty because the ma- 
jority of the 15-party 
alliance — mostly small 
parties without much 
hope of individual elec- 


toral success — were 
pressing her Awami 
League to follow a 
hard line, Ershad's 
concessions notwith- 
standing. 

Khaleda had her 





own problems in justifying the hard- 
line stance. The majority of BNP stal- 
warts favoured elections. Apparently, 
the politicians were concerned with 
only their own problems — due to the 
unrestrained rhetoric. 





ny issue. The prime minister will head 
he new cabinet, but his position as 
hief executive has been severely cur- 
ailed. 

Zia has done away with the principle 
X. collective responsibility of the 
‘abinet, allowing the president to ac- 
'ept the advice of individual ministers. 
Although ministers are to be appointed 
yy the president on the prime minis- 
er's advice, they are "to aid and advise 
he president in the exercise of his 
‘unctions” rather than being the prime 
ninister's cabinet in the usual sense. 
While provision has been made for im- 
»eachment of the prime minister, im- 
nunity for the president from legal 
?roceedings has been retained. 

"Zia said he wanted to introduce 
checks and balances in the constitu- 
tion,” observed one newly elected 
nember of the national assembly from 
Lahore. "Under the amended constitu- 
tion, there are checks for everyone else 
out none for the president.” 


he constitution was amended under 

powers derived by Zia through 
the supreme court judgment, legitimis- 
ing his takeover in 1977 and the man- 
date of the 19 December 1984 referen- 
dum. Zia has argued, with some justifi- 
cation, that it was the weakness of the 
constitution ‘which made it necessary 
for the armed forces to intervene in a 
political deadlock when they overthrew 
former prime minister Zulfikar Ali 
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Bhutto, But, 
while most sup- 
porters of the 
president ex- 
pected him to en- 
hance presidential powers, few wanted 
sweeping changes. 

"The 1973 constitution was made 
under Bhutto and was designed for 
personal glory," an Islamic legal scho- 
lar pointed out. "Bhutto did not even 
allow the president to sign a document 
without the prime minister's validat- 
ing signature. We certainly wanted the 
president to rectify that but he should 


ah 


IA 
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not have appropriated more powers for 
himself." Earlier, most of Zia's critics 
had focused attention on the proposed 
national security council as a means of 
extending military domination but 
that fear proved unfounded. 

The national security council will 
have seven civilian and four military 
members and will only have advisory 
powers on matters of national security. 
Zia did not try to restrict the role of po- 
litical parties in his amendments and 
left the question to the next parlia- 
ment. 

On the religious side, Zia has in- 
cluded a declaration of Islamic objec- 
tives as an enforceable article in the 
constitution and provided qualifica- 
tions — which include piety and mor- 
ality — for members of parliament. 
"More Islamic issues can now go to 
courts, including the question of an as- 
semblyman's piety and the validity of 
legislation under Islamic teachings," 
observed a constitutional lawyer. “Is- 
lamists will certainly hail it, but it 
could cause a great deal of confusion in 
the courts. " 

Opposition parties, recovering from 
the failure of their boycott tactic in the 
national and provincial assembly elec- 
tions, moved quickly to condemn the 
constitutional amendments. "The re- 
gime has no right to amend the con- 
stitution," opposition leader Asghar 
Khan told journalists. “The chief mar- 
tial-law administrator [Zia] has jus- 
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led civilian government and our stand 
that democracy is not the regime’s ob- 
jective is being vindicated.” 

Asghar and other opposition leaders 
also claimed that the defeat of Zia's 
ministers in the elections was a vote of 
no confidence against the regime. But 
there was no comment on the opposi- 


tion's own diminished stature in view 
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- Sabah's 10-year itch 
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Tio. but few seemed keen to confront 
the military over this question. 

Some, in fact, publicly welcomed the 
amendments -curtailing the prime 
minister's powers. Abdul Mustafa al- 
Azhari, a pro-government religious 
leader elected to the assembly from 
Karachi, said some of the amendments 
were commendable but added that 





It takes a long time for change, but there seems to be 
a real challenge brewing for Datuk Harris Salleh 


By Suhaini Aznam in Kota Kinabalu 


S abah politics matches its hardy ter- 
rain. Imposing mountains drop- 
ping into sudden valleys just as aptly 
describes the fortunes of its political 
luminaries. 

Sabah politics in the be decades 
since it joined the federation of Malay- 
Sia on its formation in 1963, has been 
characteristically tough. Leaders have 
a reputation for being implacable. 
Loyalty is a personal gift to individual 
leaders rather than a party, making 
party chiefs and the parties they lead 
synonymous. 

As if unable to shake off the mantle 

of its feudal inheritance from the days 
of the Sulu sultanate, Sabah has ac- 
quired a reputation for throwing up 
patriarchs who successfully wrest con- 
trol of the oil- and timber-rich state, 
only to lose it as dramatically. 
. Sabah's first chief minister, Tun 
Mohamed Fuad Stephens, president of 
the United Pasok-momogun Kadazan 
Organisation, lost power to Tun Datu 
Mustapha Datu Harun of the United 
Sabah National Organisation in 1967. 
Nine years later, in 1976, a seemingly 
omnipotent Mustapha was toppled by 
the infant Berjaya party, led by 
Stephens before his death in an air 
crash that same year, which robbed 
Sabah of six prominent leaders. 

About 10 years, say those close to the 
political arena, is the time needed to 
win and consolidate power in Sabah. 
The Berjaya government's present 
term of office expires in April 1986 — 
10 years after winning power — and 
indications are strong that an earlier 
state election will be held, sometime 
between April and August this year 
seems the general consensus. Mean- 
while, the federal government has been 
holding out for simultaneous state and 
federal elections in Sabah and neigh- 
bouring Sarawak, which, if realised, 
would set a precedent in Malaysian 
electoral history. 


Despite Chief Minister Datuk Harris 
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Salleh's denials 
of an early elec- 
tion, campaign 
posters and ballot 
slips for Sabah 
have been order- 
ed for April, 
sources said. On 
23 February Har- 
ris announced the 
April distribu- 
tion of the divi- 
dends of Amanah 
Rakyat Sabah — 
a Sabah people's 
trust fund — 
amounting to M$50 (about US$19) cash 
plus 100 units of shares in the Amanah 
Saham Nasional, a bumiputra unit- 
trust scheme, to the 350,000 Amanah 
Rakyat Sabah shareholders. 

Similar distributions signalled al- 
most immediate elections in 1976 and 
1981. To add fuel to election specula- 
tion, Harris' announcement triggered a 
sudden flood of TV news items, almost 
all of them describing various upcom- 
ing government-development projects 
in the state. 

But unlike 1981, when Berjaya 
swept 44 of the 48 state assembly seats, 
Harris — as Berjaya president — is ex- 
pected to meet stiff competition this 
time. The challenger is Datuk Joseph 
Pairin Kitingan, Harris' former com- 
rade-in-arms when Kitingan was Ber- 
jaya vice-president before disputes 
with Harris, and his own ambition, 
drove him to quit the party in August 


1984. Kitingan is theyonlysviable con- 
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tan, said the ian raro seemed rea- 
sonable in light of Pakistan's constitu- 
tional experience. While individual 
changes came in for some criticism 
from elected assemblymen, none de- 
bated the need or justification for 
amending the constitution. 
Most members of parliament are 
pragmatists ready for a phased lifting 











tender for tne Sabah helm, say local 
observers, pointing to the recent, con- 
tentious Tambunan by-election to 
prove their point. 

The sleepy, padi and rubber-grow- 
ing riverine village of Tambunan 
caught national attention recently 


when the state government found itself 
badly scalded in a by-election on 29 
December. 


Kitingan, representative 
for the district 
i sal for two terms as 
" ae g a member of the 
v ruling party, 
: stood as an inde- 
cen pendent and won 
IE by a thumping 
T 3,048 majority 
LEE | over his nephew, 
RT Berjaya  candi- 
date Roger Ong- 
kili, who polled 
only 637 votes. 
But while Ong- 
kili — a political 
secretary to Har- 
ris himself and 
brother to Ber- 
jaya deputy pre- 
sident Datuk 
James  Ongkili, 
the minister of 
justice — was 
backed by the 
dollars and ma- 
chinery of the 
ruling Berjaya 
government, Kitingan relied on charis- 
ma and his reputation as something of 
a local hero. He won almost exactly the 
same number of votes as he had taken 
for Berjaya in the 1981 election. 





Ingens modest lifestyle has ap- 
parently won him the hearts of 
Tambunan villagers. He has an unpre- 
tentious brick house in Kota Kinabalu 
and his parents' home in Tambunan is 
just a wooden house, if somewhat 
larger than its neighbours. Kitingan 
does not have "business interests left 
and right," noted a Sabah observer, 
and villagers perceive this as a sign of 
his *withstanding corruption." 

More vitally, Kitingan is seen as a 
champion of Kadazan and Roman 
Catholic interests, the predominant 
ethnic group and religion in Tambu- 
nan — estimated at 90% of Tambu- 
nan's 15,000 population. His election 
symbol, a candle, still adorns the ban- 
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can't get the loaf," said a young lawyer 
returned to the national assembly. “If 
we have to put up with Zia and his 
powers for a little while longer, that is 
certainly a lesser evil than a new mili- 
tary ruler and several more years of 
military rule. History tells us that re- 
jecting phased transitions leads to no 
transition at all." oO 
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ners around his parents’ home. Harris 
accused Kitingan of making capital of 
the religious symbolism of the candle 
while voters were still imbued with the 
Christian spirit. | 

incensed at what he perceived as the 
people's rejection of Berjaya, Harris 
reacted by promptly announcing the 
abrogation of Tambunan's district 
status. Several local officers were 
transferred else- 
where and the dis- 
trict officer was re- 
legated to the rank 
of “officer with spe- 
cial functions.” 

Berjaya is amem- 
ber of the Malay- 
sian ruling National 
Front coalition, and 
Harris’ move spark- 
ed fierce indigna- 
tion in Kuala Lum- 
pur, though reac- 
tions in Kota Kina- 
balu were predict- 
ably calm. Moved 
by cries. against 
"undemocratic and 
unfair" practice 
and "intimidation 
of voters," Prime 
Minister Datuk 
Seri Mahathir Mo- 
hamad announced 
that development 
was for all, irrespec- 
tive of which way an electorate voted. 

The statement was read as a mild 
censure of Harris. Harris, claiming he 
hàd been misquoted, later denied the 
abrogation, saying that only the state 
assembly could abrogate the district. 
Local government offices now seem 
to be running normally and during a 
recent visit to Sabah, Mahathir was 
seen to be publicly supporting Harris 
and Berjaya as the government. best 
able to provide development to the 
state. 

Without doubt, Berjaya has brought 
progress to Sabah, where oil and 
timber revenue have helped make 
Kota Kinabalu a bustling state capital. 
And the standard of living has risen 
perceptibly even in the villages — a 
point conceded even by a former oppo- 
sition party stalwart turned business- 
man. 

But Tambunan has raised nagging 
doubts among! Sabahans — some 
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Your search for capable suppliers and new products should start 
with a visit to the CETDC Export Products Display Center & Mart. 
Within our 14,000 sq. meter facility, you'll find permanent displays 
from 1,800 carefully selected manufacturers and exporters, plus 150 
full-scale showrooms. 

Nowhere else can you find such a complete range of Taiwan-made 
products under one roof. 


Location: Taipei Sungshan Airport, Taiwan, R.O.C. 
about a 10 minute drive from Taipei's business district 
Hours: Monday-Friday 09 :00— 17 :00/Saturday 09:00— 12:00 


china external trade development council 


201, Tun Hwa N. Rd., Taipei, Taiwan, R.O.C. 
Telex: 28094 TPEWTC. Tel: (02) 715-1551. 





Contact These Branch Offices: 


Hong Kong: Tei: 5-251694. Tokyo: Tei: (03) 407-9711-5. d 
New Delhi: Tel: 694314, 698567. Seoul: Tel: 776-4482, 776-2889. 

Jakarta: Tel: 351213. Kuala Lumpur: Tei: 421784, 421830. 

Fukuoka: Tel: (092) 472-7461-3. Manila: Tel: 46-18-80, 46-18-26. 5 | 
Okinawa: Tel: NAHA 62-7009. Singapore: Tei: 2224951-3. > 
Osaka: Tel: (06) 244-9611-4. Colombo: Tei: 549312. 





AN Arthur D. Little Management Education Institute, Inc 


MASTER OF SCIENCE IN MANAGEMENT PROGRAM 
DESIGNED TO IMPROVE YOUR MANAGEMENT SKILLS 
August 26, 1985-July 31, 1986 
Unique 11-Month Program Trains Results-Oriented Managers: 


Concentrations Offered in International 
Business or Economic and Industrial Development 


We urge you to write for full information if you: 

aspire to a senior level management position in public or private 
enterprise, government or an international institution 

w wantto learn in a pragmatic, results-oriented environment 


w wanta graduate management education emphasizing 
international issues and problems 


W want to learn from professors who have had practical experience 
in dealing with the problems addressed in the classroom 


want to learn in an international class with participants from 20-25 
countries 

need to be back to work with enhanced skills in one yea! 

For full information write or telex: 


Admissions Coordinator 

Arthur D. Little Management Education Institute 

35/129 Acorn Park 

Cambridge, Massachusetts, 02140 U.S.A. ; Telex No. 921436 


*A subsidiarv of Arthur D. Little, Inc., one of the world's largest 
management and technology consulting firms, 
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election within months, a. huge ques- 


tion mark hangs over whether Tambu- 
nan was just an isolated display of op- 
position feelings, or whether it signal- 
led a groundswell of anti-Berjaya sen- 
timent. 

Kitingan would naturally like to 
prove theorists of the 10-year power 
cycles right. Cynics add another obser- 
vation: 10 years is the time needed for 
the government of the day to unglove 
its iron fist. This has made Kota 
Kinabalu a town of mild paranoia, 
where very few will talk politics in 
public, and one lawyer reacted to an 
innocent enough question with a quick 
look over his shoulder to see “if the 


. chief minister was around.” 


Kitingan had hoped to set up his own 
Parti Bersatu Sabah (United Sabah 
Party) after leaving Berjaya and has 
been holding out for several months for 
a reply from the Registrar of Societies. 
In recent months, he shuttled several 
times between Kota Kinabalu and 
Kuala Lumpur hoping to persuade 
federal leaders to support his cause, 
but failed. 

Anticipating imminent elections, 
Kitingan ditched his hopes of register- 
ing his party in time to begin election 
preparations. On 26 February, he an- 
nounced he would join the shell party 
United Pasok Nunukragang National 
Organisation (Pasok), an almost-de- 
funct, predominantly Kadazan party 
which he hopes to reactivate. Pasok 
president Ignatius Malanjun is expect- 

_ed to cede the leadership of the 25,000- 
member party to Kitingan and become 
its.deputy president. 

It was a logical move. Kitingan will 
not lose any of his potential supporters 

from the Kadazan community whose 
educated elite, in particular, hàs been 
displaying a swelling ethnic con- 
sciousness of late. The Kadazans have 
been searching for a “huguan siou” 
(paramount leader) for more than eight 
years, since the 1976 plane crash which 
killed popular Kadazan leader Datuk 
Peter Majuntin. Whether or not Pasok 
will retain its Kadazan character or 
change into the multi-ethnic party ad- 
vocated by Kitingan — thereby attack- 
ing Berjaya on its own platform — re- 
mains to be seen. 
. Although some anticipated a tem- 
porary lull in Sabah politics with Har- 
ris away for a month's vacation over- 
seas, Harris' men have, if anything, in- 
tensified unofficial "development" 
e Campaigns at home. Meanwhile, the 
MP for Kota Kinabalu and former Ber- 
jaya stalwart Mark Koding has teamed 
up with Kitingan. Kitingan supporters 
are anticipating more such defections 
to their camp, while Kitingan himself 
is busily organising his newly adopted 
party machinery. And the campaign 
season, in fact, has begun — with 
weekends at the hustings for all serious 
contenders. 
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Roh Tae Woo, a key figure in Chun's own ascension to power, 
takes over as chairman of the ruling Democratic Justice Party 


By Shim Jae Hoon in Seoul 


ig etired army general Roh Tae Woo, 
32, who assumed the chairmanship 
of the ruling Democratic Justice Party 
(DJP) in the wake of DJP political set- 
backs in the 12 February general elec- 
tion, has become a key political figure. 
Roh helped install Chun Doo Hwan as 
president in August 1980 — less than a 
year after the assassination of presi- 
dent Park Chung Hee. 

An intimate of Chun since their days 
together at the Korean Military 
Academy, and once head of the De- 
fence Security Command, Roh has 
been widely rumoured as a possible 
successor to Chun 
should the president 
retire in 1988 as sche- 
duled. 

In December 1979, 
Roh played a crucial 
role in Chun's rise to 
power by using troops 
from his 9th Division 
to back Chun's move 
against other generals 
seeking power who 
then controlled- the 
military establish- 
ment in Seoul. 

Roh, who also serves 
as president of the 
Seoul Olympic Or- 
ganising Committee, 
post 
given the weight the 
Chun government at- 
taches to the games' prestige, is the 
most powerful figure to assume the 
DJP's chairmanship since the party 
was secretly formed by army officers 
five years ago. 

This hardliner's emergence as party 
chairman could indicate that though 
Chun is apparently ready to deal more 
softly with his opposition critics, here- 
mains unwilling to accede to their de- 
mand for a constitutional revision 
which would pave the way for a direct, 
popular-vote presidential election. 

However, mindful of the DJP's de- 
feat in several key urban constituen- 
cies, Roh is trying to project a new, soft- 
er image for the party. In addition to 
suggesting that key opposition leaders 
Kim Dae Jung and Kim Young Sam 
would shortly be allowed to resume 
their political activities, Roh has pro- 
posed a wide-ranging dialogue with the 
opposition — especially with students 
and the New Korea Democratic Party 
(NKDP), which emerged from obscur- 
ity in the recent election to become the 
second-largest grouping in the na- 
tional parliament. 





softer image. 


Roh; Kim Dae Jung: 





"We'll carry out a dialogue and talk 
with the opposition as a well-inten- 
tioned rival," Roh said, adding that the 
DJP will stop viewing the NKDP as an 
uncompromising opponent deserving 
only of repressive measures, 

Although some observers had pre- 
dicted that former military and secu- 
rity officers would be pushed aside in 
the party re-organisation following 
the general election setback, this was 
not the case. Lee Jong Chan, a former 
Korean Central Intelligence Agency 
(KCIA) officer, was retained as the 
party's parliamentary floor leader, 

while Lee Sang Jae 

continues as party 
deputy secretary-gen- 
eral in charge of fi- 
E nahe and organisa- 
* tion. Like Roh, Lee 

Sang Jae served in the 

Defence Security 

Command, as a staff 

officer. 


— f | he new chairman 


of the party's cen- 
tral executive com- 
mittee is Lee Sang Ik, 
another former KCIA 
officer and a graduate 
ofthe Korean Military 
Academy. Lee Sang Ik 
has a reputation of 
being a tough politi- 
cian. He was formerly 
a supporter of Park. 

Others emerging in 
the new party line-up 
include Hyun Hong 
Joo, a civilian lawyer 
who also has served 
with the KCIA as a 
deputy director. Hyun, 
who takes over as 
chief of party po- 
licy coordination, is 
viewed as an ambitious new star. He 
comes armed with a law degree from 
Seoul National University and the 
philosophy that South Korea should 
maintain its domestic tranquillity at 
any cost. 

Also, Shim Myong Bo, a soft-spoken 
former journalist, has replaced Kim 
Yong Tae as party spokesman. Kim is 
expected to take over one of the impor- 
tant subcommittees in the new parlia- 
ment. Lee Yong Il, a national assem- 
blyman-elect from Kwangju city, an op- 
position stronghold, has replaced Ho 
Chong Il, a former military-police of- 
ficer, as the new chief secretary to the 
party's president, Chun. oO 
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Top cover for top people: 
IAPA provides Travel Accident Insurance 
up to exceptional levels for members 
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US$1,200,000 increasing to US$1,500,000 


As a busy traveller, the quality of 
your travel accident insurance is a 
vital concern. At IAPA we understand 
traveller's needs, and have negotiated 
year-round worldwide cover for 
members with higher limits than are 
generally available, through certain 
underwriters at Lloyd's, in the City of 
London. 

In your first year, you can select 
cover up to US$1,200,000. An annual 


renewal bonus pushes this up, with no 


increase in cost to you, after three 
years by 25% to a full US$1,500,000. 
The scope of the cover includes 
dismemberment, hospital 
confinement and disability benefits, 
and you are protected whenever and 
wherever you travel as a ticketed 
and/or fare-paying passenger by air. 
land or water via transportation 
operated as a licensed common 
carrier. 


Practical to the prestigious. 

When you join IAPA, you select 
from six levels of membership 
depending on how much insurance 
cover you require, from US$50,000 up 
to US$1,200,000. Whichever level you 
choose, you will enjoy, for the same 
all inclusive fee, all the other 
advantages shared by our worldwide 
membership. 

The many practical benefits 
include substantial savings on car 


rentals and hotel accommodation at 
thousands of participating locations 
in over 100 countries. With savings 
from these sources alone, you can 
soon recoup your annual fee. We also 
take many worries away from travel 
with BAG-GUARD' , our worldwide 
luggage protection and recovery 
service. 


The oldest, largest, most 
influential travellers association 

Not least important when you 
join IAPA, you will share the prestige 
of carrying and presenting the blue 
and gold card of the oldest, largest 
and most influential world travellers: 
association. Our opinions and 
representations on your behalf count 
where it matters: in carriers 
boardrooms, airport administrations, 
official bureaux. Our campaigns — for 
greater safety, convenience, comfort, 
lower fares — are reported to you with 
other travel news in our newsletter 
APACE® and FIRST CLASS" our 
colour magazine. 


Six International Centres. 

Join now, and your stature will 
grow with that of IAPA. We have 
added new centres in Rotterdam and 
Berlin to Dallas, London, Hong Kong 
and Panama to meet members’ needs 
better than ever. Complete the coupon 
and post now! 


Satisfaction guaranteed. 
Should you for any reason be 


less than 100% satisfied, we 

undertake to refund your subscription 

in full 
PIETRA E... Lu Ac 


INTERNATIONAL AIRLINE 


"ta PASSENGERS ASSOCIATION 


Post this coupon tor more information to 
4308 China Resources Building 

26 Harbour Road, Hong Kong 

Tel: 5-8937011 Telex: 70898 IAPAL HX 


Or to any one o! the offi ec Tort n 


Please rush details of IAPA 
membership and travel insurance 


(Please print or simply attach your name 
card to this coupon.) 


Surname Mr/Mrs/Ms 


Forename(s). 


Address — 


LONDON P.O. Box 113, London SW1P 1DF, England, Tel: 8285841, TIx: 8813743 IAPA G. DALLAS P.O. Box 660074, Dallas, Texas, 75266 996€ 


USA., Tel: 214 438 8100, Tix: 792962 IAPA IRVG. PANAMA P.O. Box 3666, Balboa, Ancon, Rep. of Panama, Tel: 64 2552, Tix 


3192 I APA PG 


ROTTERDAM IAPA Management B.V. P.O. Box 714, 3000 AS Rotterdam, Netherlands, Tel: Rotterdam 333 777, Tix: 27238 IAPA NL BERLIN 


IAPA Fluggast Vertretungs-GmbH, Flughafen Tegel, 1000 Berlin 51, Germany, Tel: Berlin 41012846, Tix: 186345 IAPA D 
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[he Chase Partnership at work. From left to right: Brigitte Marsac, Chase Paris: Philippe Lombard, Chase and Michel Becquet, Parfums Christian Dior 











Work ing closely w ith our cu stor omers,. C hase | 
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maximise export r revenues seek foressional 
advi ice and on-the- -market doni i ange 
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oliday Inn Park View Singapore 
Opening Spring 1985 


Located at the junction of Cuppage and Cavenagh Roads, just off the main 
business and shopping artery of Singapore Orchard Road, 

320 luxurious guest rooms and suites designed for maximum comfort and 
relaxation. 

Business centre otfering ull executive services 

hree well designed function rooms for meetings, seminars and banquets 
Concierge tloor with express check-in: private lounge with library and 
recreational facilities, 24-hour butler' maid service and complimentary 
continental breakfast. 

Rooftop swimming pool health club and sauna 


New Orleans an elegant restaurant with the jazz-era ambience of 
Old New Orleans, specialising in seafood and creole 
dishes 

Fragrant Blossom serving the finest in Cantonese cuisine 

Fandoor offering a variety of dishes prepared in the 
traditional Indian style 

Window on the Park much more than a cottee shop. with an extensive 


menu of Asian specialities, European favourites and 
light snacks 

* Clemenceaus - comfortable lobby-level cocktail lounge witi Te 
enteraimmermt 
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HOLT bamboo forests in China's Sichuan 
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rovince, burst into flower and then die off. An 

thats bad news for the Giant Panda, which 

depends for its survival on huge amounts of 
bamboo, 
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But that’s just one of the problems facing the 
Pand 
c L d 


‘To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment tO mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 








| The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservanon efforts to save life on earth. 
But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to 
WWE International, 1196 Gland, 
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American Express and Hilton Reservation Service 
make Assured Reservations easy 


Now with the Hilton Reservation Service and Service before 6 p.m. destination time (4 p.m 
an American Express® Assured Reservation for resorts) and get a cancellation number so 
you have the best of both worlds. vou won't be billed 

You get immediate room availability and For easy Assured Reservations at Hilton 
rates at any of the 92 Hilton International hotels International hotels worldwide, call your nearest 
in 77 cities around the world, simply by calling Hilton International hotel, your travel agent, or 
your nearest Hilton International hotel and American Express Travel Service Offices". 
quoting your American Express* Card Account 


Number Or vou can have VOUTF tray el agent do it HILTON INTERNATIONAL 
ae WHERE THE WORLD IS AT HOME * 


And when you ask for an American Express 
Assured Reservation, you ll also know that your 


hotel room will be waiting for vou- no matter Th . x AJ 
p | e American Express Card. 


how late you arrive. But if vour plans change, be 


sure to call Hilton hotel or Hilton Reservation Don’t leave home without it. 
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Victory for all 


Cambodian refugees flee into Thailand; Thach: change of tactics. 





Vietnam shifts tactics to impose a military solution on Cambodia 
while Asean puts a brave face on Khmer Rouge setbacks 


By Paul Quinn-Judge and Rodney Tasker in Bangkok 


R oth Hanoi and Asean view the cur- 
rent Vietnamese dry-season offen- 
sive against the Khmer Rouge resist- 
ance as a favourable turning point. It 
will take several months — or perhaps 
much longer — to tell which side is 


right. 
What is clear, however, is that the of- 
fensive — the most aggressive since 


Vietnam invaded Cambodia at the end 
of 1978 — has entrenched Vietnam- 
ese troops along a broad swathe of the 
Thai-Cambodian border. In the pro- 
cess, more than 200,000 refugees have 
been driven over the border into Thai- 
land. Vietnam clearly hopes that its 
“victories” against the 60,000 United 
Nations-recognised Khmer guerillas 
have broken Asean’s will to support 
the coalition government. 

But Hanoi may have miscalculated. 
If anything, Asean’s line appears to 
have hardened rather than weakened. 
For the first time, Asean foreign minis- 
ters meeting in Bangkok early in Feb- 
ruary made an open appeal for military 
aid for the coalition, a call which has 
already drawn angry criticism from 
Indochina. The Asean countries had 
the United States firmly in focus when 
they asked coalition supporters to pro- 
vide guns rather than butter, cash 
rather than aspirins. 

Large-scale operations are still re- 
ported in the far north and far south of 
the Thai-Cambodian border. Division- 
sized operations are reported in and 
around the province of Koh Kong, 
where Khmer Rouge military com- 
mander Pol Pot is believed to have his 
headquarters, and where fighting has 
continued virtually uninterrupted 
since 1979. 
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Hanoi seems extremely satisfied by 
the latest offensive. “Big victories for 
Cambodian army and people," read 
the banner headline of the 15 February 
issue of Nhan Dan, the Vietnamese 
party newspaper. The article which 
followed claimed that Cambodian 
troops "with the active support of 
Vietnamese volunteers" had put out of 
action 5,000 guerillas in border opera- 


tions between the beginning of 
November 1984 and the end of 
January. 


The latest operations, Nhan Dan 
said, were a “heavy blow” for Peking, 
which last September had delivered 
11,000 tonnes of supplies to the coali- 
tion's three factions. Operations, how- 
ever, do not seem to be over yet. 

Sources close to Hanoi say that the 
Vietnamese leadership seems deter- 
mined to keep troops on the border for 
the foreseeable future in order to block 
or at least inhibit coalition supply 
lines. The same sources also expect 
Vietnamese troops to carry out further 
operations against Khmer guerillas in 
the interior before the rains begin in 
early May. Western observers in 
Bangkok say that the Vietnamese are 
already digging in around Phnom 
Malai, and repairing roads leading into 
the area. Meanwhile, the People's Re- 
public of Kampuchea's (PRK) support 
programme for the offensive — the dis- 
patch of thousands of civilians to up- 
grade roads and clear brush along the 
frontier — is continuing. 

This year's fighting marks a new 
turn in Hanoi's Cambodia strategy. 
Until now the Vietnamese seem to have 
attempted to balance diplomatic over- 
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rations inside 
Cambodia. If 
anything the mi- 
litary aspect, in 
the past, has been 
subordinated to 
the diplomatic. 
Vietnamese For- 
eign Minister 
Nguyen Co Thach 
is believed to 
have favoured 
this approach, as did Prime Minister 
Pham Van Dong, according to some 
sources close to Hanoi 

In retrospect it seems possible to re- 
construct some of the main stages in 
the transition from the old policy to the 
new: 1984 started with Khmer Rouge 
attacks on several large provincial 
capitals, and while these were wildly 
exaggerated by the Khmer Rouge, they 
proved worrisome enough to prompt 
Hanoi to despatch two senior politburo 
members to Phnom Penh to investi- 
gate. A report delivered before the 
PRK National Assembly last August 
claiming that the country had weath- 
ered its severest military challenge 
since 1979 added to the atmosphere of 
urgency. 


hen, during the 1984 rainy season, 

the Vietnamese changed tactics, 
keeping some troops along the border 
in blocking positions — instead of 
withdrawing them to the rear. The ap- 
parent success of the change may have 
strengthened the argument of those 
favouring more aggressive military op- 
erations. The unexpectedly large vote 
in support of the coalition's credentials 
at the UN General Assembly session 
last September probably strengthened 
these arguments. 

The new policy is a gamble. Western 
sources say the Vietnamese have con- 
centrated about 11 divisions, or about 
two-thirds of their fighting force, 
along the border. The same observers 
suspect that Hanoi has sent in up to 
10,000 fresh troops for the offensive 
Coalition forces — particularly the 
Khmer Rouge — claim to have stepped 
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ified, but a variety of sources have con- 
firmed a Khmer Rouge sabotage oper- 
ation in late January against the ferry 
at Prek Kdam, about 30 km from 
Phnom Penh. 

There is, however, some doubt whe- 
ther the non-communist members of 
the coalition are in any position to take 
advantage of the situation inside the 
country. Asean sources say that the 
larger non-communist faction, the 
Khmer People's National Liberation 
Front (KPNLF), is raring to go; West- 
ern sources suggest that it is de- 
moralised and disorganised. There are 
also reports of sizable desertions, par- 


ticularly from the KPNLF defenders of 


Nong Samet, a major base camp over- 
run by the Vietnamese forces in early 
January. 

Military hardware will probably 
not be a problem. Asean sources 
report what one diplomat describes 
as a “huge” amount of weaponry de- 
livered to the two non-communist 
factions by China in January and 
February. The shipments, described 
by the same source as the biggest 
ever to the non-com-, 
munists, reportedly in- g 
cluded rocket-propelled ? 
grenades, mortars and 
machine guns. A Chinese 
official confirmed that 
his government had just 
delivered a "sufficient" 
amount of military aid 
to all three factions. 
Asked if the latest re- 
supply was bigger than 
previous ones, the offi- 
cial told the REVIEW that 
"each year the factions 
need more than the 
last." 

The Vietnamese will 
have to prove that they 
can hold their ground 
during the coming wet 
season, which normally 
favours the more mobile 
guerillas. The coalition, 
in turn, will be pressed 
to prove that it still has 
bases and that it has not 
been reduced to a purely 
nomadic existence. As a 
Thai official comment- 
ed: "We have to look at 
this in terms of the next 
four or five months, 
through the wet season. I am sure you 
will see the three factions more active 
in the wet season.” 

Meanwhile, the Asean countries are 
pledged to continue their pressure on 
the US to become more involved. Thai 
Foreign Minister Siddhi Savetsila is 
known to use every opportunity to 
hammer this point, and the Singapo- 
reans are equally assertive. Even In- 
donesia, traditionally regarded as a 
brake on Asean's hardline approach to 
Vietnam, has been solidly behind its 
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approachtotheproblem. ^. 
When the Asean foreign minsiters 
met in Bangkok, it was agreed that In- 
donesian ‘Foreign Minister Mochtar 
Kusumaatmadja should visit Hanoi 
both in his role as Asean's official in- 
terlocutór with Vietnam and, at 
Jakarta’s insistence, as an emissary to 
discuss bilateral issues. Asean was far 
happier about the prospect of Mochtar, 
regarded’ as an Asean mainstream 
spokesman, going to Hanoi than In- 
donesian armed forces chief Gen. 
Benny Murdani, whose recent trips to 
Hanoi have proven fruitless despite his 
more sympathetic approach to Viet- 
nam’s position in Southeast Asia. 
Mochtar voiced Asean's new mood 
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ruary (the trip was later postponed 
until sometime in March) that he had 
*asked Thach to ensure that during my 
visit attacks on. Khmer guerillas are 
stopped." Mochtar has no brief from 
Asean to put any new proposals to 
Hanoi, but he intends to visit Hanoi 
prepared to listen to what the Viet- 
namese have to say. 


hile Asean is somewhat frustrat- 

ed by US reluctance to become 
more émbroiled in the Cambodia prob- 
lem, it has always relied on China to be 
uncompromising in its harsh condem- 
nation of Vietnam. China may have 
failed to inflict any military punish- 


Preparing the ground 


Vietnam hopes for a quick solution in Cambodia after 
an unusually successful dry-season offensive 


By Nayan Chanda in Washington 


ietnam plans to 
make 1985 — the 
10th anniversary of 
Hanoi's victory over the 
South and the 35th an- 
niversary of the found- 
ing of the Vietnam Peo- 
ple's Army — à decisive 
year for Cambodia. And, 
true to form, Hanoi is 
combining . diplomatic 
overtures to Peking and 
Washington with a mili- 
tary campaign design- 
ed to destroy Khmer 
resistance on the 
ground. 

Once it has demons- 
trated its military 
superiority and will to 
remain in Cambodia, 
Hanoi hopes that China 
and Asean will accept 
the fait accompli. Ob- 
servers believe that 
Hanoi wishes to gain 
Asean's agreement to a 
political solution built 
around Prince Norodom 
Sihanouk as leader of a 
new coalition in Phnom 
Penh, which in practice 
would amount to legalis- 
ing Hanoi's domination of Cambodia. 

Observers here believe that Hanoi 
will be eager to capitalise on its 
battlefield successes by pressing for a 
quick Cambodian conference, but 
Asean and China are not expected to 
agree to negotiations while Hanoi has 
the upper hand militarily. Sources say 
the next few months will bring a cru- 
cial test on the resistance's effective- 
ness without the border camps and 
bases, and will determine whether 
Asean will move towards negotiations. 





Analysts following Hanoi's moves 
say that its current military offensive 
in western Cambodia is the culmina- 
tion of well-planned operations con- 
ducted for more than a year. In the first 

: y, 
phase of the operation begun early/ih 
1984, the Vietnamese launched search- 
and-destroy operations against Khmer 
Rouge positions in the area north. of 
Tonle Sap lake, using helicopters atid 
pallet bombing. In the second phase of 
the attack, the Vietnamese overran 
three important Khmer Rouge basesdn 
the north, depriving them of valuable 
staging areas. The third phase of the 
operation has been to maintain pres- 
sure on the border camps throughout 
the wet season, thus significantly cur- 
tailing resistance activity in the.in- 
terior. The final phase of the operation 
has come with massive sweeps to push 
the resistance outside the border and 
complete the move begun in December 
1978. 

While launching the early dry-sea- 
son offensive late last year, Vietnam 
also stepped up efforts to establish 
contact with — and woo — Sihanouk, a 
personality. who would be acceptable 
to both sides in the Cambodia conflict. 
Although the attempt to arrange à se- 
cret meeting between the prince and 
Hun Sen — then foreign minister of the 
Heng Samrin regime — in Paris in 
November 1984 failed, Hanoi has been 
telling diplomats and journalists that 
Sihanouk and Son Sann (the leader of 
the Khmer People's National Liberation 
Front) would beallowedto play a rolein 
Cambodia if they left the coalition. 

The Vietnamese, however, refused to 
specify exactly what role they would 
play, leading to the Asean belief that 
Hanoi is more interested in splitting 
the coalition by such an offer than in a 
serious settlement. Late last month, 
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statements saying that the Khmer re- 
sistance will now pose a greater threat 
to the Vietnamese occupation forces in 
the Cambodian interior, where the 
Khmer Rouge are already active and 
where the two non-communist coali- 
tion factions are being forced to ope- 
rate. 

Khmer Rouge leader Khieu Sam- 
phan was quoted by Xinhua news- 
agency on 21 February as saying his 
guerillas would now “cut the enemy’s 
throat.” More significantly, Chinese 
Ambassador to Thailand Shen Ping 
held a banquet on 19 February. to 
which leaders of all three factions were 
invited — Prince Norodom Sihanouk, 


curren 















one indication of 
what Hanoi may 
have in mind for 
Sihanouk’ came 
in Moscow. A 
senior Soviet 
Foreign Ministry 
official told 
Western diplo- 
mats Sihanouk 
would be able to 
play a role like 
that of the late 
Prince Souvanna 
Phouma in Laos. 
Souvanna : had 
the title of “ad- 
viser" but no au- 
thority’ what- 
soever. 


t a meeting 
in December, 
two weeks after 
launching the 
long-planned 
dry-season of- 
fensive in the 
Thai-Cambodia 
border region, 
the Vietnamese 
politburo de- 
cided to make 
overtures to Pe- 
king and Wash- 
ington. While 
Hanoi's motive 
in making ges- 
tures to the Unit- 
ed States on is- 
sues such as that 
- of American ser- 
vicemen missing in action is clearly to 
neutralise to some extent US opposi- 
tion to Vietnam, its intentions vis-à-vis 
China are unclear. Vietnamese Foreign 
Minister Nguyen Co Thach wrote a let- 
ter to his Chinese counterpart Wu Xue- 
qian calling for secret talks on nor- 
malising relations, which would in- 
clude discussion on Vietnamese troop 
withdrawal from Cambodia. 

"We have not forgotten," Thach 
wrote, “all that China has done for us 
E! the im especiaty during the war 
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‘Sihanouk a as saying: “We will not hesi- 
tate nor retreat. We will make no com- 
promise and we will go on with our 
fight till Vietnam withdraws its armed 
forces from Kampuchea.” 

This was in marked contrast to a 
statement attributed to Sihanouk 
three days earlier when he was report- 
ed to have said that the Khmer Rouge 
had lost against the Vietnamese army, 
and that Son Sann's forces had been 
wiped out. He capped this grim assess- 
ment with an appeal to China to launch 
its "second lesson" against Vietnam. 

The diplomatic deadlock over Cam- 
bodia, therefore, appears as unbreaka- 
ble as ever, while the initiative has 
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tic compromises with the Vietnamese, 
and Hanoi seems unlikely to show its 
hand at a negotiating table while its 
forces consolidate in the field. 

The Thais are known to be nervous 


about the fact that Vietnamese forces 


are strung along the Cambodian bor- 
der, but sources say they feel Vietnam 


will probably be deterred from launch- | 


ing any large-scale incursion into 


Thailand by problems of supplying L 


forward troops, concern over the 
adverse international repercussions 
and fear that China would feel obliged 
to retaliate in defence of Thai terri- 


tory. 
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"S "against the Americans. We know how 


important was the aid of the People's 
Republic, That is why we would like to 
initiate secret talks in order to restore 
our old friendship." Is Vietnam seri- 
ously seeking a compromise with 
China, which could only come with, at 
least, acceptance of some Khmer 
Rouge elements? Or is it purely tacti- 
cal? Wu later told Asean leaders that, 
after studying the letter carefully, 
China concluded that Vietnam was not 
serious and rejected the proposal. 
However, despite that rejection, 
analysts find China's denunciation of 
Vietnam's dry-season offensive less 
strident. More significantly, China's 
actions along the Sino-Vietnamese 
border have been considerably more 
modest compared to those of 1984. Ac- 
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Still no light in the 
Cambodian tunnel 


he past year has seen an upsurge of 

diplomatic activities over the Cam- 
bodia problem. Too much might have 
been expected to result from those ac- 
tivities. Such high hopes seemed re- 
sponsible for the great disappoint- 
ments that followed. 

The stalemate continues, and rela- 
tions between Asean and Vietnam have 
deteriorated since — in part because of 
renewed Vietnamese military actions 
along the Thai border. The pessimism 
which has prevailed since then has 
aroused serious doubts as to the possi- 
bility of a political solution of the con- 
flict. 

A joint communique issued at the 
end of the Asean foreign ministers 
meeting in July 1984 clearly indicated 
Asean's disappointments. The foreign 
ministers “expressed their serious con- 
cern over the recurrent acts of Viet- 
namese aggression along the Thai- 
Cambodian border and the intrusion of 
Vietnamese troops as well as frequent 
artillery bombardments of Thai terri- 
tory ... They expressed their deep dis- 
appointment that Vietnam still shows 
no intention to seek a peaceful settle- 
ment of the Kampuchean problem.” 

I believe the initial over-optimism 
and the subsequent pessimism were 
based on an incorrect assessment of the 
nature of the diplomatic efforts and 
the attitudes of the parties concerned. 

Initially, it seemed that Asean and 
Vietnam were coming closer to one 
another's position on two issues which 
had until then divided them: the prin- 
ciples on which the solution to the con- 
flict were to be based, and the 
mechanism by which a solution wereto 
be sought. However, what has pre- 
vented them from coming to the con- 


cording to aur analysts ies onll 
February China mounted a shelling 
barrage followed by battalion-sized 
attacks. The Chinese reportedly have 
occupied a score of high grounds 1-2 
km inside Vietnam, from where they 
have have been intermittently shelling 
Vietnam. But the scale of the Chinese 
attack this year is much smaller than 
the regiment-sized ground assaults 
and intense artillery barrage it 
launched last April while US President 
Ronald Reagan was visiting China. In a 
bid clearly to justify its limited action, 
Peking has dismissed Vietnam's mili- 
tary success in Cambodia as inconse- 
quential. 

In a 2 February speech on the occa- 
sion of the 55th anniversary of the 
foundation of the Communist Party of 








Jusuf Wanandi is executive director of 
the Centre for Strategic and Interna- 
tional Studies. This article is adapted 
from a speech to the second Indonesia- 
Vietnam Conference on 18-20 February 
and reflects the author's assessment of 
the Asean view. 


ference table was and still is the lack of 
an initiative on either side to take the 
first daring step. Each time when the 
positions of the two sides seem to con- 
verge and come closer to agreeing on 
starting a negotiation, the process 
tends to reverse itself. This seems to be 
due to a lack of mutual trust between 
Thailand and Vietnam and a lack of 
confidence in the willingness of both 
sides to compromise. 

Asean feels that Vietnam also fails to 
seriously respond to its proposals. 
There is the impression that Hanoi has 
employed the tactics of splitting Asean 
or playing Asean against other coun- 
tries, such as Australia. 

On its part, Asean feels that it has 
moved forward by issuing the so-call- 
ed Asean appeal of September 1983. In 
addition, some of the items in the ap- 
peal have been given à new inter- 
pretation by Indonesian President 
Suharto. They were suggested to Viet- 
namese Foreign Minister Nguyen Co 
Thach when he visited Jakarta in 
March 1984 and were subsequently 
adopted by the Asean foreign ministers 
in a May 1984 special meeting. Thenew 
interpretation refers to: 

» Inorderto prevent the Khmer Rouge 
(the communist faction of the anti- 
Vietnamese  tripartite Democratic 


eral Le "Duan ayoided” the Habitual 
attacks on China and said that Viet- 
nam was ready to normalise relations 
with Peking and was “firmly con- 
vinced that friendship between [the] 
two countries will have to be restored. 


This cannot 
be otherwise.” 
Shortly after 
that upbeat 
speech, Viet- 
nam's veteran 
negotiator and 
top foreign- 
policy expert Le 
Duc Tho arrived 
in Paris to attend 
the 25th congress 
of the French 





















Kampuchea coalition) from regaining 
a position of power as a result of the 
vacuum created by a Vietnamese troop 


withdrawal, an international force 
consisting of parties agreed upon by 
Vietnam and Asean would be estab- 
lished to supervise both the with- 
drawal itself and the act of self-deter- 
mination which would follow. This in- 
terpretation gives room for the Viet- 
namese troops to take part in the pro- 
posed international force. 

» Asean supports efforts towards na- 
tional reconciliation in Cambodia, in 
which the ruling Heng Samrin group 
would be included as a party in the 
process. 


T: question regarding the future of 
the Khmer Rouge is not easy to re- 
solve. First, how would the Khmer 
Rouge be eliminated — militarily and 
politically? Second, what is meant by 
the Khmer Rouge? These questions 
could be dealt with only if Asean and 
Vietnam came to the conference table. 

I believe Vietnam has not yet 
reached the point where it is ready to 
compromise. First, Vietnam remains 
deeply concerned with its security, 
which in part led to its invasion of 
Cambodia in the first place. It has 
stated that only the elimination of the 
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to its security. | | 
Second, the Hanoi leadership. does 
not seem to recognise the need for a 
compromise — either on economic 
grounds or in view of.continuing un- 


w from Cambodia so ae as it can- 
not be confident in the Heng Samrin 
_regime’s ability to survive. This could 
imply a presence for another five to 10. 
;years. In addition, Vietnam seems to 
regard the cost of its present strategy 


„quite bearable. I believe Vietnam's 


"diplomatic activities, which . seem 
aimed at, minimally, lessening inter- 
national pressures by projecting some 
moderation of its position on the con- 
flict and, maximally, influencing the 
process so as to achieve a settlement of 
the problem on its own terms, may no 
longer suffice. 
> For China, the cost of its T po- 
licy towards Vietnam and the Cam- 
-bodia conflict seems to be minimal. 
The Canibodia conflict does not seem 
to stand in the way of the normalisa- 
tion of Sino-Soviet relations. This is 
clearly suggested by the successful re- 
.cent visit of First hae Premier Ivan 
4 khipov to Peking. — 






Tho's speech at the. 
: congress was con- 
spicuous for the absence of any attack. 


he Chinese. “[The] 


: ; Éhmer Bou would provide g rran- 
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 orous g propaganda attacks on China by 


week of Febr ry after à period of re- 


one analyst, “have been looking at op- 
tions — which indicates that. they are 
not really comfor ‘table with the ‘present 


| vis Vietnam and its de facto freeze on 


policy towards Vietnam from its 
policies towards China and Asean. 
The above brief examination 


bleeding Vietnam white. Furthermore, 


Cambodia which could be agreed upon 





T Vi y legates m 1 
in | Paris. How wever, judging by the vig- 








,, renewed in the last 


lative restraint, the two antagonists 
are still far apart. "The Chinese," said 


situation — but we don't see any give 
on their par t." Some observers, in fact, 
see China's restrained reaction vis-à- 


attacks on the Soviet role in Indochina, 
as aimed. at driving a subtle wedge 


Soviets will not let the Cambodia con- 
flict and their support for Vietnam 
strain their relationships with either 
China or the Asean countries. The 
Soviets may have recognised that a 
prolonged. Cambodia conflict would 
only benefit the United States and 
China. While it may find itself unable 
to exert effective pressure on Vietnam 
to change the latter's attitude on Cam- 
bodia, Moscow may try to separate its 


suggests that it is not unlikely for 
China to continue with its policy of 


one cannot assume that China would 
consent to any compromise solution on 


MINILA GI NAARAAN ANH IS d rh Kitt nt Crear o as yt th beet Sari Rn too ig freer rr Isat arma sión tata A ta DA AM Mr pa A 


by Asean and Vietnam. It is unclear 
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cent trip tó Hanoi with th 
that the Vietnamese leader: 
cerned by its isolation. The 
are believed to be particulari 
cerned by reports that the s 
limitations talks in Geneva are 
expanded into talks about major 
issues, ineluding Cambodia. 
Analysts here say that the Vie 
ese are concerned by signs of a thin 
Sino-Soviet relations since the: 
cessful trip to Peking by First Sa 
Premier Ivan Arkhipov in late 
cember 1984. The analysts also i 
that, for the first time since 18 













































































how far Peking is ready to drop its 
port for the Khmer | o 


major pow a seems to £x 
cost of its present policy to} 
some. No one, thus, sees then 
move and to come to an early: 
ment of the conflict. 

This does not mean, howe 
protracted conflict could not 
further deterioration of Sd 
Asia's stability. An escalation« 
clashes bétween Vietnam and ^ 
land is not unlikely. If this 
China may not stand still. 

As far as Asean is concerned, i 
gards the ball to be in Vii etnam's c 
and it does not appear that LAS 
do much without a serious mov 
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iese pa pai) iO epu: the People's 
Daily, failed to attack Moscow on the 
anniversary of the Soviet invasion of 
Afghanistan. The Chinese media was 
also low-key in attacking Vietnam for 
more than a month after the Arkhipov 
visit — a fact that could be more worri- 
some than reassuring for Hanoi, fear- 
ful as it always is of big-power deals. 
The Soviet media, too, hasshown great 
restraint in reporting the latest acts of 
hostility at the Sino-Vietnamese bor- 
der. A Soviet official in Moscow told 
Western diplomats that Móscow was 
sure there will not be a Chinese "sec- 
ond lesson." 

One indication of Moscow's confi- | 
dence was that, while Hanoi made 
shrill denunciations of China for its 
shelling attacks on Vietnam, a Chinese 
singer began, on 18 February, a five- 
city tour of the Soviet Union. On the 
same day, Peking announced that it 
was buying five TU-154 passenger jets 
from the Soviet Union — the first such 
purchase in many years. oO 


A CLEAR LINK 


Analysts in see a 
A clear link Mv the Viet- 
> military offensive in Cam- 
sand moves to cooperate with 
© United States on bilateral is- 
| sues such as accounting for Ameri- 
ı servicemen missing in action 
| (MIAS). At a time when the Viet- 
7 mamese launched their heaviest 
~ assault on the Khmer Rouge strong- 
_ hold of Phnom Malai a US team in 
Hanoi was given information 
z | about MIAs. 
— Moreover, there are indications 
| that Hanoi is prepared to drop its 
insistence that Washington pre- 
vent any of the inmates of Viet- 
- namese “re-education camps" al- 
lowed into the US, from par- 
 ticipating in anti-Vietnamese ac- 
:  tivities — a demand which dead- 
locked the talks held last 
_ November in Geneva in response 
i. to Washington's willingness to ac- 
lem 10,000 internees. Dip- 
E sources maintain, how- 
heh that Hanoi has informed 
United Nations Secretary-Gen- 
eral Javier Perez de Cuellar it 
j would be satisfied with a US 
guarantee that Washington would 
. not make use of the released pri- 
. soners against Vietnam. 
US officials deny any intention 
- of entering into talks about Cam- 
i bodia with. Vietnam. But any 
E. een Hanoi and 
Washingt — even if restricted 
to “humanit: issues” — no 
dent would be regarded by the 
- Vietnamese as a significant step 
. towards preparing the diplomatic 
ground for a Cambodia settle- 
ment favourable to Hanoi. 
— NAYAN CHANDA 
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Gandhi's house cleaning 





The prime minister acts to halt party defections, even though 
the move curtails some Congress power 


By Mohan Ram in New Delhi 

rime Minister Rajiv Gandhi has 

taken the first decisive step to- 
wards fulfilling his December 1984 
election promise to give India cleaner 
politics. He has enacted a law to end 
the widespread practice of political 
defections — MPs switching party al- 
legiances in mid-term, or crossing the 
floor, not out of principle but for in- 
ducements such as money, patronage 
or the promise of office. 

Commentators have pointed out that 
the near-unanimous acceptance of the 
measure (it was carried without a divi- 
sion being called) reflects the prevail- 
ing political mood of the country — one 
of disapproval of the politics of con- 
venience. 

The law provides that a member of 
either house of parliament or state 
legislature will cease to be a member if 
he resigns from the party on behalf of 
which he had been elected, or if he 
votes or abstains from voting in the 
house “contrary to any direction” is- 
sued by the political party to which he 
belongs. (The law makes separate pro- 
vision for splits and mergers of politi- 
cal parties.) 

India witnessed such defections for 
the first time in 1954. At that time, the 
Congress party, short of a house major- 
ity in the newly formed Andhra state 
(which was to become part of a larger 
Andhra Pradesh state two years later) 
began enlisting legislators from other 
parties to muster the strength needed 
to form a government. But the malaise 
became a phenomenon in 1967 when 
Congress failed to win a majority in 
some half-a-dozen state legislatures 
and tried to stay in office with the sup- 
port of defectors or tried to topple state 
governments run by its opponents by 
enlisting the support of defectors. 
There was the classic instance of a 
legislator in Haryana state crossing the 
floor three times in the course of a day. 

Sometimes, disgruntled Congress 
leaders sidelined from office brought 
about the collapse of their own party 
governments by crossing to the opposi- 
tion. And many of them headed oppo- 
sition ministries resulting from the fall 
of Congress governments. 

Every party has denounced defec- 
tions as a political evil, but almost all 
except the two communist parties have 
benefited from them. Of the 2,700-odd 
cases of defection recorded between 
1967 and 1983, some 1,900 were to the 
Congress, which had both money and 
political patronage to dispense. 

In 1973, then prime minister Indira 
Gandhi drafted a law to_ban defec- 


tions, but it fell by the wayside in the 
wake of the political turmoil that led to 
the 1975 Emergency and her defeat by 
the Janata Party at the 1977 polls. 
Janata, which won a five-year term, 
lost office because of political defec- 
tions which were seen for the first time 
in the national parliament in 1979. 
Hitherto, floor-crossing had been 
largely a phenomenon of the state 
legislatures. 

When Mrs Gandhi was swept back to 
power in 1980, she did not pursue the 
bill to ban defections. On the contrary, 
her party (unable to win a majority 
in the Himachal Pradesh and Har- 
yana state legislatures in 1982) seized 
power by buying up opposition legis- 
lators. 

In 1984, defections or splits were en- 





Voters line up: law in place. 


gineered in Sikkim (May), Jammu and 
Kashmir (July) and Andhra Pradesh 
(August) to topple state governments 
unfriendly to. Congress. This created 
revulsion and disgust among the peo- 
ple in all these three states who, defy- 
ing the national pattern, voted deci- 
sively against the Congress at the De- 
cember 1984 national elections. Rajiv 
might have sensed the mood. As for the 
opposition the measure was most wel- 
come because the Congress had been 
the principal beneficiary of floor- 
crossing. If the Congress was really 
calling an end to the toppling game and 
would not admit into its fold legis- 
lators belonging to the other parties, 
the opposition stood to gain over all. 
The main criticism of the new law is 
that it does not provide for a "consci- 
ence" vote. It has been pointed out that 
elected deputies are not only bound by 
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ble v heir voters. A clause allowing a 
party to “forgive” a member for voting 


apt | iMj^or abstaining, within 15 | 
er the vote has been taken —. | 


days a 
thus saving the member from automat- 


ically losing his seat — is not thought , 


by many to be adequate allowance for 
a member to follow his conscience, or 
the wishes of his constituents, when 
these go against party policy. 

Indeed, it is argued that the clause 
can only lead to more despotic party 
control. It has also been pointed out 
that the Indian Constitution guaran- 
tees the rights of an individual and 
does not recognise political parties as 


such. So a party cannot prevail over . 


the will of an individual and therefore 
the law falls foul of the constitution. 


G andhi has admitted that the law is 


neither complete nor perfect and 
still contains many grey areas. But the 
mood of the nation against political 
horse-trading was such that the 
niceties had to be ignored for the time 
being, he argued. It was the principle 
that mattered. Even so, both the oppo- 
sition as well as a section of Gandhi's 
own party were opposed to a clause in 
the original bill 
providing for the 
unseating’ of- any 
member who is ex- 
pelled from his 
party — even for 
reasons unrelated 
to his actual voting 
behaviour, , 
Gandhi dropped 
the controversial 
provision, not so 
much because the 
opposition object- 
ed to it but to ac- 
commodate. the 
poss ‘within his 
— some- 
ubl "unheard of 
during his mother's 
autocratic stew- 
ardship. No doubt 
the voices of 
dissent were couched in sycophantic 
language, but the important thing is 
that they spoke — and were listened to. 
The speed with which Gandhi had 
the law pushed through might suggest 
there were reasons other than a pure 
desire to cleanse politics. He might 
have had intimations of dissidence 
within his party once the euphoria of a 
massive victory was over. It would cer- 
tainly suit him to foreclose defection of 
his own MPs to the opposition at the 
national level and of his own legis- 
lators at the state level. 
^ With the law in plàce, Gandhi's 
party. will find it difficult to topple 
unfriendly governments in the states, 
11 of which are electing new assem- 
blies in March. But his opponents 
will find it equally hard to bring 
htm down, except through an elec- 
tion. Oo 
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AMNESTY 
INTERNATIONAL - 


seeks 


A RESEARCHER 


in its Asia Research Department 
based in London. 


The work includes investigating 
human rights in several Asian coun- 
tries including VIETNAM, preparing 
material and advising on initiatives to 


be taken by Amnesty International, 


particularly in relation to prisoners of 
conscience, trial procedures and 
treatment of prisoners. 


The ability to seek out and evaluate 
information objectively, good political 
judgement, specialist knowledge of 
Vietnam, an ability to communicate 
well in English, both orally and in writ- 
ing essential. Other languages: 
French and Vietnamese. 


Salary: £9,676 (index linked, annual 
increments) 


Closing date: 19 April 1985. 


TWO EXECUTIVE 
ASSISTANTS 


to work on several Asian countries, 
either VIETNAM or AFGHANISTAN 
or LAOS and KAMPUCHEA. 


The Executive Assistant is primarily 
responsible for liaising with Amnesty 
International groups around the 
world to provide information and gui- 
dance for action on human rights 
abuses on the countries s/he covers. 


Candidates should have background 
knowledge and interest particularly in 
these countries. Fluent written and 
spoken English essential as is the 
ability to type and be fully self servic- 
ing. Knowledge of a local language 
an advantage; reading ability in 
French desirable. 


Salary: £8,630 (index linked, annual 
increments) 


Closing date: 8 April 1985. 


For further details for both posts 
please send SAE to Personnel 
Office, Amnesty International, 
1 Easton Street, London WC1X 
8DJ, UK. 
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Real estate in the United States 
offers excellent security and tremen- 
dous profit potential. And many of 
the best investment opportunities in 
the United States are in Texas: a big 
state with an even bigger futurc. 

Hollowell-Pettit specializes in 
Texas real estate. We search out 
secure investments with high profit 
potential, and handle all the details 
of the transaction from purchase to 
administration and sale. 

For information on real estate 
investment opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75243 USA. 
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The 1% solution - 


A routine pay increase effecting the military is likely to 
push defence spending beyond its traditional ceiling 


By Charles Smith in Tokyo 


J apan's time-honoured defence- 
spending ceiling of 1% of gross na- 
tional product seems likely to be 
breached this year by a routine in- 
crease in the pay of public employees. 

Oddly enough, there appears to be a 
conspiracy on both sides of Japanese 
politics to pretend that this will not be 
the case. Major opposition parties, in- 
cluding the Japan Socialist Party (JSP) 
and the Komeito — the Buddhist- 
oriented Clean Government Party — 
have sworn they will defend the 1% 
principle against all comers, though 
how they plan to do so has not been re- 
vealed. Even within the ruling Liberal 
Democratic Party (LDP), the official 
line still is that the ceiling will remain 
in place. 

An LDP committee formed in 1982 
under the chairmanship of the then di- 
rector-general of the Japan Defence 
Agency (JDA) has twice recommended 
that Japan should explicitly abandon 
the principle of limiting defence ex- 
penditure to a specific percentage of 
GNP, on the grounds that this makes 
little sense in an era when economic 
growth has slowed and the security 
situation surrounding Japan is seen as 
rapidly deteriorating. But the party's 
top leadership has been too timid, or 
divided, to adopt the recommenda- 
tion. 

Japan's defence expenditure has 
been edging steadily closer to the 195 
limit — originally established in 1976 
as the ceiling by the dovish cabinet of 
Takeo Miki — ever since the start the 
current decade. But the issue became 
crucial at the end of 1984 when the 
government had to decide on a margin 
of increase for the 1985 defence budget 
that would meet persistent behind- 
the-scenes demands from Washington 
for a faster Japanese defence buildup 
without causing an outcry from the op- 
position parties over the “abandon- 


. ment of 1%.” 


In selecting an increase of 6.9%, 
which was eventually written into the 
draft budget approved by the cabinet 
at the end of December last year, Prime 
Minister Yasuhiro Nakasone seems to 
have managed to square the circle — 
though only for the time being. 

A 6.9% defence spending rise in the 
fiscal year starting on 1 April, com- 
bined with a 6.176 increase in the nom- 
inal value of GNP (the amount forecast 
by the government) means that defence 
spending should account for 0.997% of 
GNP during the coming year — assum- 
ing no changes in existing costs of 
labour or equipment. The 1% barrier, 
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however, will 
automatically be 
m| broken if the Na- 

I| tional Personnel 
Agency decides 
|in August on a 
pay rise of any- 
thing more than 
# 1.67% for pub- 

> | lic employees — 
—|a group which 
includes the 
240,000 uniform- 
ed members of the Self-Defence 
Forces. 

The only thing which could save 
the 1% principle under these cir- 
cumstances would be an upward revi- 
sion of the government forecast for 
GNP growth, but this seems unlikely 
given that the original forecast was on 
the optimistic side. 


B: arranging for the 1% barrier to 
be breached, not by a government 
decision on the defence budget but 
via a public employees pay award, 
Nakasone has neatly placed the oppo- 
sition parties on the horns of a di- 
lemma. The JSP will clearly have diffi- 
culty in August in deciding whether to 
denounce the employees pay decision 
because it affects the defence budget, 
or to support it because it means more 


| money for a an A Secon of the 
community. 


Unfortunately, this neat solution to 
the “numbers” side of the problem 
does not mean that the government can 
hope to sail through the year without 
making some very difficult decisions 
on defence. Once it becomes clear, 
perhaps in August or September, that 
the 1% barrier has fallen, the govern- 
ment will be under pressure to 
decide what should replace it — 
whether another, higher, num- 
erical ceiling should be set or a 
looser form of control in words 
should replace the ceiling in 
terms of GNP. 

For Nakasone, a decision on 
this issue could involve embar- 
rassing confrontations within 
his own party, as well as a 
showdown with the opposition. 
The five major LDP factions in- 
clude at least one, that led by 
Toshio Komoto, which is both 
dovish on defence issues and 
personally hostile to the prime 
minister. It will be remarkable 
if Nakasone's party rivals do 
not seize on the 1% issue as a 
pretext to attack the present 
leadership sometime before the 
end of 1985. 

The irony about the debate 
over 1% is that, whatever poli- 
ticians may say and do over the 
next few months, the future 
course of Japanese defence po- 
licy is already more or less set. 
The JDA, Japan's equivalent of 
a defence ministry, will have 
finished work by mid-year on a 
new mid-term defence-buildup pro- 
gramme covering the years 1986-90. 
This is virtually certain to provide for 
expenditure on hardware that will run 
well beyond the 1% limit in the second 
half of the decade. 

Even if the agency fails to come up 
with such a programme, instalment 
payments on aircraft and ships or- 
dered during the past two or three 
years would probably be enough to 
strain the limit to the breaking point. 
One thing which makes this more the 
case is the policy the agency has pur- 
sued over the past year or two of stead- 
ily cutting back on its down-payment 
ratios, thereby squeezing more aircraft 
or ships into the confines of a single 
year’s budget, while also increasing 
the value of its forward obligations. 

A realistic defence debate, whether 
in the Diet or within the LDP, would 
no doubt focus on issues such as these. 
But the prime characteristic of the de- 
fence argument in Japan is precisely its 
lack of realism. For both the govern- 
ment and its opponents, arguing over 
the 1% ceiling has become a way of 
scoring points in a ritual game that 
seems to have no conclusion. The game 
will continue to be played, though 
perhaps under different rules, even 
after the present ceiling has had to be 
consigned to the wastepaper basket. gj 
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At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

At a fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, à 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 

Whatever you produce—paper, 
food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 





team. We can run your entiri 
operation for you. Or we cai 
train your people and then ph 
ourselves out. Our principal 

are in Houston, Texas; Read! 
England; and Milan, Italy. 1 alk t 
us and get a running start toda? 


FW Management Operations, Lt 
Aldwych House, 2 Blagrave 5! 
Reading, Berkshire, 

RGI 1 AZ, England 

Phone: (0734) 583585 Telex: 54560! 
Hong Kong—Ocean Centre 

Tel: 3-721-1711 Tix: 37512 
Singapore—Shaw Centre 

Tel: 733-5216 Tlx: RS39292 


FOSTER (7 WHEELER 


Well run your plant for you. 
Or well get you off to a running start. 





WHEN DUNHILL DESIGN A WATCH. TIME 


At Dunhill the design of a product doesn’t stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought 
to life by the finest craftsmen. 





ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 


HE LEAST IMPORTANT CONSIDERATION. 





The Dunhill Millennium. It took years to produce the first Millennium. Today, each 
watch is crafted in 135 separate stages. The face itself is meticulously enamelled over a number 
of days, and then hand worked before the numerals are added. A time consuming process, admittedly, 
but one that Dunhill, and their Swiss craftsmen, will continue to adhere to. 





A tie that’s hand tailored. Woven from the finest Chinese silk in Northern Italy, each tie ts 
tailored from 3 separate cuts. Folded by hand, it’s then slip stitched so it will regain its shape when untied. 
A detail that undoubtedly gives a Dunhill te its longevity. 





A frame even opticians can't improve. Engineered with a unique flexible bridge, Dunhill 
sunglasses are designed to ‘wrap around the face. A spring hinge in the side of the trame will also 
stop them slipping forward. It took 4 years to achieve the pertect fit. Proof, 
that at Dunhill, perfection takes time. 
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You're living in the middle of a revolution. 

Don't worry if you haven't noticed - 
it’s a very quiet revolution, and it's one with 
beneficial consequences for everybody. 

It’s the digital revolution, which is 
changing the nature of telecommunications, 
fundamentally and for good. 

No telephone company in the world is 
yet operating a completely digital network, 
or anything like it. The nearest digital 
technology normally gets to you is your 
local exchange. Between exchanges, 
communications is increasingly digital. 
Between exchange and subscriber it’s still 
almost entirely analogue. And at the 
exchange, there's a lot of translating needed 
from analogue to digital and back again. 
But things are changing. 

You'll see in the box a brief description 
of the direction telecommunications is 
taking. Essentially, the idea is to increase 
the capacity and capability of the 
telecommunications network, without 
increasing the cost. The need for capacity is 
obvious — world-wide, even basic telephone 
instruments are still a luxury in many, many 
areas. As for capability, it's summed up in 
the concept of the [Integrated Services 
Digital Network (ISDN). 

The ideal is a totally digital network, 
from subscriber right through to subscriber, 
controlled by computer hardware and - 
particularly - software all the way. Such a 
network combines and streamlines the 
services already to some degree on offer 
separately. 

The route to it all is through very 
advanced technology - and here Ericsson 
is steadily pushing the frontier closer and 
closer to the subscriber. 


Even today, a silicon chip can 


be a breakthrough 


It won't surprise you to hear that the 
solution lies in a chip. But in an age when it 
seems that a chip to solve almost any 
problem can spring into being overnight, it 
may surprise you to know that it took 
thousands of man hours to develop this 
particular chip! 

Twenty years ago, computer control 
was only conceivable where the costs were 
shared among thousands of lines in a large 
exchange. But technology was changing 
fast. In 1977, Ericsson could see that 


computer control, bringing software 
intelligence to look after the individual 
demands of individual subscriber lines, was 
just beginning to seem feasible. 

So we started planning for the day 
when each line would have its own 
computer control. 

Through RIFA, our own components 
company, and working with outside 
specialists in state-of-the-art design and 
production, we began development. We were 
working at the limits of technology. There 
were many setbacks, many difficulties 
which could only be overcome as they 
arose in the course of development. But at 
last the problems of this unique chip have 
been overcome. 


The subscriber line audio-processing circuit - 
20,000 transistors on a chip 7 mm x 5.7 mm give 
each subscriber the benefits of full computer control. 





Its called SLAC (Subscriber Line 
Audio-processing Circuit). It doesn't look 
much, but it carries 20,000 transistors, and 
it means that all-digital, multiplexed 
transmissions can come right into a 
subscribers house or workplace. Irs 
unaffected by temperature or age, so it's 
more reliable. It needs no maintenance. 
And it's programmable, so that a telephone 
company which adopts it can decide what 


range, type and grade of services to provide. 


It is, unquestionably, a breakthrough. 


AXE: expanding the benefits 
of technology 

SLAC is a brilliant, very significant, but 
tiny element of the Ericsson telephone 
switching system called AXE. It's typical of 


Who's afraid of the ISDN? 


Telephone networks all over the world are 
considering the problems and opportunities 
presented by the concept of the Integrated 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form - which, 
these days, includes speech. 

As well as speech, these services include 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 
computers), credit card and banking 
functions, videotex, and many others. 


Such services already exist, of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 

AXE was designed with the ISDN in 
mind. It is structured for ISDN, and with 
Ericsson's new APZ 212 super«omputer, it 
can handle the increased traffic. Any user of 
an AXE system with a digital group switch 
has the basis of a successful ISDN already in 
position. 





the advanced technology built into every 
area of AXE. 

AXE is designed not just to cope with 
revolutions, but to capitalise on them. The 
structure of AXE is uniquely modular. All 
the functions - hardware and software — of 
telephone switching have been analysed 
and separated, then packaged in strictly 
segregated blocks. Because changes can be 
made to any of these blocks, or modules, 
without affecting any other, new 
developments (such as SLAC) can be 
incorporated easily and quickly - where a 
non-modular system might need extensive 
re-design throughout. 

No other system can beat AXE at 
bringing the benefits of advanced 
technology straight to the people who need 
it - the telephone companies, and their 
subscribers. 










AXE is the world's most successful telephone 
switching system. Its power and elegance, 
and its ease of handling, have swept the 
world. 

Today, over 90 telephone companies in 
55 countries have chosen AXE, and the 
number of telephone lines installed oron 
order for connection to AXE exchanges has 
passed the 10-million mark. 


The spectacular growth of world confidence 
j in Ericsson's AXE system 


J | million lines in order 


nd installed 
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Please tell me more about AXI 























1985 is a great year for a JAL Stopover in Tokyo! 
From 17th March to 16th September, you can visit the 
world's most exciting Expo ever! 

The Tsukuba Expo '85. 

Japan Air Lines can fly vou to this celebration of the 
past, present and future of man's dwellings and 
surroundings. 

This Exposition is the first ever to explore the 
surprises science and technology have in store for the 
2lst century man and his home. 

You'll see the best industrial imaginations of over 40 
countries from around the world. 

Demonstrations of new technologies. Astonishing 
views of life in the future. The world's first 'floating' train 
(HSST), developed bv Japan Air Lines' own scientists. 

You'll also find a wide range of cultural and artistic 
performances from Japan and around the world. An 
amusement part. Restaurants serving international 
cuisine. And other attractions. 





Stopover in Tokyo and discover 
w..at the future ..olds for you! 





5o don't miss this incredible once-in-a-lifetime 
experience! 

Japan Air Lines has the biggest choice of Tokyo 
Stopover packages. Let JAL take you into the future with 
the Tsukuba Expo '85. 

Ask your travel agent today! 


It's always a pleasure. 
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e THE recent Young Presidents’ get- 
together in Bangkok was enlivened 
by a session in which:a Thai citizen, 
Tek Kor, described how he kept his 
seven wives content and satisfied. A 
quietly spoken, serious and bespecta- 
cled man, Tek Kot answered a bat- 
tery of personal questions — many 
from American w he audience 
— on how he ran et 
his wives are sle 
strict rotation {i 
particular need 8 
how the wives 
tween 25 and 41 (t | 
and their 22 children york eae 
at the family enterprise, and how his 
wives were encouraging him to marry 
an eighth. 

The session was given added pi- 
quancy by being chaired by Mechai 
. Viravaidya, the Thai known through- 
. out the world for his colourful advo- 
cacy of family planning (when this 
v Traveller was introduced he was — 
 likeeveryone else — presented with a 
keyring containing a condom inside a 
- plastic fob | enscribed “in “an 
emergency, break glass"). 

. Gravely, Tek Kor elaborated: all 
even. wives slept in different rooms; 
. he had acquired seven different 

techniques to meet the requirements 
of each; some nights went past with- 
out sex, on others it occurred three or 
four times; yes; he fooled around; no, 
he did. not think it sinful (Buddha 
taught that it was sinful to covet 

_another man's wife); yes, sometimes 
he slept with more than one, occa- 

‘sionally all seven at once; no he: 2 
, not think he was compensa i 
. latent homosexuality; Med woman 
. Was welcome to have seven husbands 

as long as she could handle them all. 
The high point of hilarity arrived 
when he was asked what the family 
-business was and revealed that they 
< ran a meatballs-and-noodle shop (an 
"American wife ‘spluttered “you've got 
tobe kidding! "). 
: All his answers were direct, iritelli- 
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"gent and dignified and many of the |r 
(largely American) audience who had | 

come to giggle and jeer departed with || 
considerable respect for the man, 


while those Thais present glowed 
with pride as their champion's de- | 
portment. At the end, Tek Kor re- 

' vealed that he himself was so taken 
with Mechai that he was considering 
‘a vasectomy: after all with 22 
children, it may be time, he admitted. 

<e WHILE in Thailand, a group of us 


had an enjoyable few hours on the | 


network of klongs (canals) surround- 
‘ing Bangkok, which was enjoyable 
. despite the polluted waters and the 
“rapid growth of the water hyacinths 
which threaten to clog the canals. At | 
-a snake farm, we ened a a reluctant | 
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mongoose being chivvied into tac 
ing an equally unenthusiastic cobra. 
When finally thrown together, the 
mongoose moved like lightning and 
— as always happens apparently — 
set its jaws in a lethal lock on the | 
cobra’s head. After the owner had 
separated them, he told us that the- of with e 
cobra would die in a couple.of days. | table, close 
When asked why he didn't kill it to: | appar: 
put it out of its misery, he explained | justab 
that he had already sinned suffi- |: 
ciently against the Buddha by forc g th 
the animals to fight for the tourists’ | | 
pleasure; he did not wish to commit. cs 
Ay ther sin by killing the snake.. 

€ WE moved on to an agreeable du 
food mealata klong-side restaurant, | 
where the menu featured the follow- 
ing puzzling items: 


| Potato Sheet | l 
Deep Fried Mined snnmp Stuffed Pan Cake : 


Fish Stornash Scrembie Egg- 
Cold Pig-ear: 
Fried Chop Shue 
Stewed Ox-sinew Beef with cassarioe 
,, Hot & Sours Trensperent Noode: 
Hot & Sours Winged Bean 
Hot & Sours Pig-skin K 
Hot & Sours Ox-entraits | 
Hot & Sours Frog 










the sehr copies ied T 
and postal agencies. ‘There - ar à 
different rooms s with, 519 beds. 




























rooms serve » delisious dislies «=. sd 
Chinese and western styles, 
| chairs in d e barber's pop € 






















can enker sit. or -lie and. 
electric mae Thet ; 
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dnce aud ‘other ‘reer : 
tivities are often held. 2E 

Rong Cheng Hofel's principal is | 
serve its guests to the best of it: 
lity. Service facilities are being de= 
veloped to make guests coming gladly | 
and leaving satisfied.’ 

The Rong Cheng appears to tr lati 
| gladly coming guests (though it itapi 
ji rently crams 600 of them into: 
i dining rooms) less cavalier! 
does Peking's Minzu Hotel whe 
recent guest found the folly 
notice from the management slipped 
under his door: 





€ 





Shrimp in Cassarloe. with Giass Noodle 
Steamed Prown with Fresh Mif& Sauce 





Hot & Sours Swimmeifig: Crab 
Fred Frox with pepper & Gátkoc 
Fried Mineg Meat with Baikapao 
Fish.Figh (Serpent-headed fish) 
Fer Mented Pork | 





miei ttnan mre 


eter eA arse Coa War 
(—Á—Á APE CLL a Pf a pel teen t 


SOTICE ADJUSTMENT OF REM RENT 












Braised Fry Goose Wen | Fallow Representative of Companion: 


Pig: Entrads. d Pan 






| às the situation of the prios iá the vorid marketit haz 






Braised Garupa fist w: th Gravy 
Song Fish Head in Pot 
| 4 Lions in Pot Soup 


5 Diftent Kind of dd LANE 


i got the approval from the Dept. conearned that the x 


Im ere err rrr rir err rr Tte a Nan NH UAI Beer en e o pij a H IAEA rre rar eremo rne pra i a n i Aa p a ue e HANA D aaa aq e iin NA ted rtr ddl 


| rent will be rived from Pot. dnd, 1985. But we'll «ius 
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| fevergble price to those who rent the roos di & moüthk 















| teses, that sans their room rent will be riséó fete 


e BUT nóthing on this menu equal-- 
led one item on a bill of fare spotted 
by Richard Bones at a beach restau- 
p at Hua Hin: mE 






| tet, and s 95$ of the rent their just pay. 













| As the guest commented, he is un- 
able to ascertain to which particular 
"world market" situation it refers or 
indeed which part of Peking's huge 
bureaucracy was the "department 
concerned," but he welcomed the 
"feverable price" offered since the 
temperature was 10 degrees below 
zero at the time. 
@ DOWN in Australia, 
the "id tiir Jed 





e THE new Rong Cheng Hotel just. 
outside Guilin introduces itself in a 
brochure with some purple prose 
about the beautiful countryside, 
rivers and lakes which surround it: 


t 


from 
D tk 


a story 


6The whole hotel seems to be a New 


flower in full bloom with the flower- 
bed as the pistil and he P buildings as 
the petals. 3 














Got them on the list 


The US names some Asian friends as hi-tech risks 
because of possible leaks to the Soviet Union 


By Nayan Chanda in Washington 


W ashington's determination to pre- 
vent technology leaks to the 
Soviet Union — plus inter-depart- 
mental policy differences — have com- 
bined to raise new problems in its rela- 
tions with some of its Asian friends. 
Under a new administration direetive, 
high-technology exports to 15 coun- 
tries will be subject to special scrutiny, 
which may slow down — if not bar — 
some exports in this category, Accord- 
ing to reliable reports, the countries in- 


clude India, Malaysia, Singapore, 
South Korea and Taiwan. 
Following recent reports in the 


Singapore and Malaysian press that 
these two countries figure. on a Penta- 
gon "hit list," Malaysian officials have 
complained to the State Department 
about such unwelcome attention. 
While refusing to confirm or deny 
whether Malaysia figures on any list, 
the State Department is said to have 
assured Malaysia that there is no 
"hit list" as such, and neither does the 
Pentagon have veto power over com- 
mercial licensing. While Singaporean 
officials say they are not offended by 
the list, they are reluctant to have pub- 
lic discussion about what is considered 
to be a highly sensitive subject. India, 
too, is displeased et being singled out 
for special screening. 

US President Ronald Reagan's na- 
tional security directive, signed in 
mid-January, authorising the Defence 
Department to review licensing of hi- 
tech exports to 15 countries, was consi- 
dered to be a qualified victory for the 
Pentagon over the Department of 
Commerce. Faced with a burgeoning 
trade deficit, commerce officials have 
been trying to promote exports by 
every possible means. But the Defence 
Department, especially under hardline 
Assistant Secretary of State for Inter- 
national Security Policy Richard 
Perle, has been arguing for stricter 
supervision of hi-tech exports which 
could be used by the Soviets for mili- 
tary purposes. 

Reagan resolved the protracted dis- 
pute by ordering that unless the De- 
partment of Defence came up with ob- 
jections to a particular export licence 
within 15 days, it would be automati- 
cally processed. The right to review 
was, however, limited — over the De- 
fence Department's strenuous opposi- 
tion — to 15 countries rather than à 
much larger number. 

A senior defence official, explaining 
the Pentagon's stand, said that it alone 
had the expertise to identify the hi- 
tech items which, if they fell into 


40 


Soviet hands, could be damaging to US 
security. A clause in the now-defunct 
Export Administration Act designed 
to protect national security, the offi- 
cial said, was ambiguously worded. 
Under the administration of former 
president. Jimmy Carter it was inter- 
preted to mean only trade with com- 
munist countries. The result was that 
Moscow was acquiring what it could 
not import directly through other trad- 
ing partners of the US. 

Under the current arrangement, the 
Pentagon will review the export of 
thousands of articles, which fall within 
a broad seven categories, to 15 non- 
communist countries. A senior defence 
official told the REVIEW that while the 
categories — such as silicon or other 
semiconductor raw material and 





Not amused 
by hi-tech 
imperialism 


Malaysians don't 
like being in same 
class as Libyans 


By James Clad in Kuala Lumpur 


fficially, Malaysia has adopted a 

soft line in response to reports, 
first appearing in neighbouring Singa- 
pore's press, that the United States has 
included Malaysia on a list of 15 non- 
communist countries considered pos- 
sible conduits of US high technology to 
the Soviet Union. Deputy Foreign 
Minister Kadir Sheikh Fadzir merely 
said he was "surprised" at the report, 
while Foreign Minister Tunku Ahmad 
Rithauddeen denied that Malaysia was 
actually being “black-listed.” 

But some blistering press reaction 
and private mutterings about Ameri- 
can “heavy-handedness” — to use one 
Foreign Ministry source's phrase — re- 
veal a vein of resentment beneath the 
surface. An editorial in the Business 
Times (whose parent company is 
closely linked to the United Malays 
National Organisation, the leading 
party in the ruling National Front co- 
alition), in particular, had some un- 
usually harsh words. 

Incorporating Malaysia in a “motley 
group” which includes “revolution- 
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ment, mic ocir ts and measuring de-, 


vices — are fixed, the countries on the 
list are subject to change. The official, 
refused to comment on the list of coun- 
tries published in the press. “The idea 
here is to keep the Soviets guessing,” 
he said. But his other remarks during 
the interview implicitly confirmed 
that leading Asian manufacturing and 
exporting countries were on the list. 
Explaining why a country such as 
Malaysia, which is not a big interna- 
tional-trading centre, should appear, 
on the list, the official pointed to Ma- 
laysia’s growing electronics industry. 
He said: “IBM is manufacturing semi- 
conductors and dise-drives. there. 
Everybody is fighting to reduce prices 
by manufacturing components in 
newly industrialising countries.” 


e said an inter-agency team visited 
Australia and East Asian countries 
last year to study the question of hi- 
tech sales. Another team would be 
visiting the region in the near future 
with the object of negotiating arrange- 
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Bayan Lepas: lax security. 


exporting Libya,” it said, looked “like 
a case of guilt proven and judgment 
served before any evidence was estab- 
lished.” Did the US, it asked, know of 
“sneaky Malaysian import-exporters 
buying semiconductor chips .. . and 
secretly shipping them to Vladivos- 
tok"? M A 

The newspaper warned against US 
“regulatory imperialism,” raising the 
“possibility of irksome conditions [re- 
quiring] Malaysians to submit to post- 
sales monitoring by US officials." The 
piece concluded by advising "that it 
will be wise for the US State Depart- 
ment to educate the Pentagon boys 
where Malaysia stands in US-Malay- 
sia relations." | 

Rithauddeen sought to defuse the 
flap several days later by describing 
how US Ambassador Thomas Shoe- 
smith — without apparently denying 
Malaysia's inclusion in some kind of 
export-review list — had nonetheless 
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ments for policing sensitive technology 
exports. "We would like to work out 
arrangements that are mutually ac- 
deptable and that promote vigorous 
trade." However, reaching agreement 
does not necessarily mean that the 
particular country would be off the 
list: though India and the US have 
made good progress in reaching an ac- 
cord on technology transfer, he indi- 
cated India would stay listed. 

Both Malaysian and Singapore offi- 


. 
X . 


cials in Washington tried to play down | 


the significance of the list. “Had it not 
been published and sensationalised,” 
said one Asean diplomat, “it would 
have been routine inter-government 
business [tó reach an agreement over 
safeguards in hi-tech  export]." 
Another Asean official said thàt he 
fully agreed with the US objective of 
denying the Soviets technological ad- 
vantage and said it would not be dif- 
ficult to reach a satisfactory arrange- 
ment. But privately, other Asian 
sources expressed fears that thé net re- 
sult of the new policy would be to inor- 
dinately delay processing of hi-tech 
exports, because of the conflict be- 
tween the Defence and Commerce de- 
partments.. . 

Smee PEL LLL AO et 
assured the, Malaysians that they 
would be consulted before any export 
restrictive measures were applied 
against them. Shoesmith, Rithauddeen 
said, had noted that sophisticated elec- 
tronics produced in US-owned Malay- 
sian plants hàd simply generated con- 
cern that hi-tech exports might go to 
non-approved countries. 


But for all the assurances, there has | 


been rising concern over the theft or 
disappearance of sophisticated elec- 
tronic components from free-trade 


zones, including a large consignment | 


from Penang which, one diplomat told 
the REVIEW last year, “went missing." 

At one point, the US Embassy tried 
to attract local press attention to what 
oné official described as "lax security" 
in some warehouses. Approximately 
US$700 million is invested in 14 US 
electronics firms in Malaysia, seven of 
which are located in Penang's Bayan 
Lepas free-trade zone and the others in 
Malacca, Negri Sembilan and Selan- 
gor. They produce integrated compo- 
nents and semiconductors, mainly for 
export to the US, Japan, Taiwan and 
Singapore. 

Despite the awkward way in which 
Malaysians learned of the Pentagon's 
export-review list, the upsetting pros- 
pect of “regulatory imperialism” does 
have its uses. One government source 
suggested that the disclosure of the 
Pentagon list, whatever its real status, 
“at least bolsters what, until now, have 
been privately conveyed misgivings 
about possibly unwelcome final buyers 
of sophisticated componentry,” which 
— though produced in Malaysia — uses 
US-developed technology. 


eS a 
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By Robert Manning in Washington 


il linking a Pakistani con- 
victed last year of illegally trying 
to export nuclear-related equipment 
with the Pakistan Atomic Energy 
Commission (AEC), has caused a 
flurry in congress, which is about to 
consider a request for US$576 mil- 
lion defence aid for Pakistan in the 
coming fiscal year. 

Nazir Ahmed Vaid was one of three 
Pakistanis indicted last June in Hous- 
ton, Texas, for illegally trving to ship 
30 krytrons (high-speed switches 
which can be used to trigger nuclear 
weapons) out of the United States to 
Pakistan without the required per- 
mission. After plea bargaining by his 
lawyers, he pleaded guilty in 
October to a reduced charge and 
was given a two-year suspended 
sentence and deported. 

According to press reports, it 
now appears that 
Vaid was caught in a 
US Customs "set-up" 
which allowed him 
to get as far as try- 
ing to air-freight the 
krytrons without the 
necessary export li- 
cence. But it also 
transpires that, 
either deliberately 
or through incompe- 
tence, his links with 
the AEC were over- 
looked, though the 
prosecution at the 
time of his indict- 
ment said it suspect- 
ed he was operating 
on Pakistan Govern- 
ment instructions 
(REVIEW, 2 Aug. '84). 

US Customs offi- 
cials confiscated let- 
ters in Vaid's briefcase documenting 
business links between him and S. A. 
Butt, identified as a director of sup- 
ply and procurement for the Pakistan 
AEC, and to another man identified 
as a senior AEC official, Col Umar 
Din Dar. In addition, US Federal pro- 
secutors subpoenaed telexes sent 
from Vaid to Dar and Butt discussing 
the details of his efforts to purchase 
the krytrons, ostensibly for use by Is- 










Atomic reactor in Islamabad; *^^"* ** 
Reagan: aid factor. 


lamabad University. The telexes ob- | 


tained by US Justice Department 
prosecutors only contained the 
names of Dar and Butt, with no men- 
tion of their positions. 

US attorney Sam Langoria, who 
presented the case against Vaid in 
Houston, told the Review that, re- 
markable as it seems, US Customs of- 
ficials did not make available the 
documents they confiscated to either 
the Justice Department or the State 
Department. According to a report in 


| 











The New York Times, customs offi- 
cials processed the documents, run- 
ning the names of Dar and Butt 
through the Treasury Department 
which, “came up negative.” And 
though the Justice Department pro- 
secutors had the telexes which linked 
Vaid to Butt and Dar, they did not 
know who Dar and Butt were. 
“What we have here,” a senate 
staffer told the REVIEW, “is either an 
incredible tale of incompetence or a 
conspiracy to avoid embarrassing 
Pakistan and damaging US ties with 
a strategic ally.” Langoria com- 
mented: “Our government is per- 
fectly capable of complete incompe- 
tence without any 
* political considera- 
tions being involv- 


At the time of 
Vaid's arrest last 
June, the admini- 


stration of Presi- 
dent Ronald Reagan 
was battling heavy 
lobbying to amend 
the 1985 foreign aid 
bill to require Reagan 
to certify that Pakis- 
tan did not possess 
and is not develop- 
ing, overtly or covert- 
ly, a nuclear capabi- 
lity — or else cut off 
aid to Pakistan. The 
administration made 
it clear it could not 
make such a certi- 
fication, and that 
such legislation 
would create a rup- 
ture in US-Pakistani 
ties and jeopardise 
the large-scale US 
covert-aid flow to Afghan rebels. 

When pressed, US officials concede 
they do not accept the assurances of 
the regime of Pakistan President Zia- 
ul Haq that its nuclear programme is 
solely intended for peaceful pur- 
poses. Instead, they argue, US back- 
ing increases Pakistan’s security, 
thus serving as a disincentive to go 
nuclear, and also gives the US lever- 
age to pressure Pakistan. 

But the lack of high-level attention 






| given to the Vaid case has rekindled 


| congressional fears that the Reagan 


administration’s policy has not de- 
terred Islamabad's nuclear ambi- 
tions, and that US strategic consider- 
ations in the region outweigh non- 
proliferation concerns. While there is 
a large degree of outrage over the 
krytron affair, it is unclear what ac- 
tion, if any, congress will take re- 
garding Pakistan, given US strategic 
interests. 
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Tradition and myth of the 
elusive Vietnamese Camelot 


By Sophie Quinn-Judge in Bangkok 


Te their recent decades of 
war and nation-building, the Viet- 
namese have been searching for their 
own Camelot, the legendary kingdom 
of Van Lang. Van Lang is the name 
Vietnamese tradition gives to the pre- 
historic state in the Red River plain. 

According to tradition and myth it 
was ruled by a line of 18 kings, the 
Hung kings. Vietnamese historians 
through the centuries have given the 
date 2879 BC as the start of the Hung 
line, apparently with no more justifi- 
cation than the need to give themselves 
a pedigree more ancient than the 
Chinese. 

At times of national crisis Van Lang 
has been important as a source of in- 
spiration, as a golden age of “pure and 
simple customs." Today, however, the 
search for the historical Vàn Lang 
seems to be inspired by a need to define 
what it means to be Vietnamese. 

In à comprehensive search for their 
roots, the Vietnamese have been trying 
to end once and for all the tendency of 
the outside world to view their nation 
as a breakaway province of China. 
They have been trying to match the re- 
mains of the Bronze Age Dong Son cul- 
ture, found throughout northern and 
north-central Vietnam, with the Van 
Lang of tradition. 

Until recently, Western historians 
tended to date the beginnings of the 
Vietnamese as a people to the third 
century BC, when the Red River delta 
is thought to have been overrun by 
northern migrants pushed south by the 
expansion of the Chin. Vietnamese 
traditions regarding Van Lang and the 
Hung kings were dismissed as myths 
by French scholars. Maspero even 
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suggested that the name Van Lang | 


might have been the result of a clerical 
error. 

The French archaeologist Bezacier 
interpreted the remains of Dong Son 
culture as evidence of Chinese influ- 
ence, and believed that its flowering 
coincided with the conquest of the Red 
River delta in the third century BC by a 
southern Chinese warlord. Other re- 
searchers have seen evidence of Euro- 
pean influence in the motifs of Viet- 
nam's Bronze Age artefacts. Jean Bois- 
selier has stated that "it is practically 
impossible to establish any connection 


at (15th EM Vietnamese girl Ly-period pagoda relief (1009-1225): Van Lang quest. 








between Vietnam's prehistory and the | 


legends of its history." 

In the view of present-day Vietnam- 
ese scholars, however, their Western 
predecessors were blinded by their col- 
onial mentality. While the change may 
be largely one of emphasis, their own 
research on prehistory is transforming 
the picture of Vietnam as purely a by- 
product of Chinese civilisation and ac- 
centuating its Southeast Asian origins. 


In 1968 an effort was begun to bring | 


the new view into focus. A three-year 
project was initiated by the Institute of 
Archaeology in Hanoi to gather and 
coordinate information on the era of 
the Hung kings. It is probably no acci- 
dent that this project began as political 





problems with China were becoming | 


acute. 

Linguistic, ethnographic and espe- 
cially archaeological evidence have 
been marshalled to support the con- 
tention that Vietnam existed as a na- 
tion before its 1,000-year experience as 
a Chinese province. Thanks to carbon- 
14 dating (usually double-checked in 
China and East Germany), Vietnamese 








archaeologists have been able to push 
back the beginnings of their Bronze 
Age to sometime early in the second 
millenium BC. 

Their extensive excavations have led 
them to divide their prehistoric metal 
age into four distinct periods. The last 


of these, the Dong Son period, is seen 
as the zenith of a pre-Chinese, rice- 
growing Red River civilisation 

From the Old to the New Stone Age 


and through to the end of the Dong Son 
period, the theme of Vietnamese re- 
search is the continuity of indigenous 
development. The decorative motifs of 
the bronze Dong Son drums are traced 
to the pottery of the Phung Nguyen, 
Dong Dau and Go Mun periods, 
rather than to Chinese or European in- 
fluence. 


he technology of bronze casting is 

also believed to have evolved gra- 
dually on the spot, so that by the close of 
the second millenium BC (the Go Mun 
period) around 50% of the tools and 
weapons in use were made of bronze 
During the Dong Son period, which 
began around 800 BC, came the ad- 
vance to bronze casting at higher 
temperatures and then to the use of 
iron 

The discovery of an earlier 
metal-age culture in northeastern 
Thailand in the 1960s has been greeted 
by the Vietnamese as further proof of 
their’ own ancient origins. The key 
point as far as the Vietnamese are con- 
cerned, is that Southeast Asia was a 
source of cultural development 
only a recipient. 

Linguistic research has also been 
used to buttress the Vietnamese claim 


even 


not 
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heavily influenced by over the 
centuries, the Vietnamese language re- 
tains a core of Mon-Khmer and Thai 
roots. Vietnamese linguists speculate 
that the word Hung may be related to 
Austro-Asiatic words designating a 
leader (kun or khun). Earlier histo- 
rians had always assumed that the 
name was of Chinese inspiration. 

The importance the Vietnamese at- 
tach to discovering their roots is dem- 
onstrated by the recently released first 
volume of a projected eight-volume 


= 


. Altnougn | fMistory oy 
ea a students. 


dete CLINT. and 
vering the 
period up to the 10th-century fiberi- 
tion from Chinese rule, it devotes al- 
most half of its 496 pages to pre- and 
proto-history. 

In summarising the period up until 
208 BC when the territory of Van Lang 
was incorporated into an independent 
southern Chinese state, its authors 
hammer home one basic message: be- 
fore Chinese and Indian culture had 
spread to Southeast Asia there was al- 
ready a “brilliant” civilisation in exist- 


ence in wnat is now northern Viet- 
nam. Early exchanges with neighbour-, 
ing cultures to the north and south did 
not rob the Red River culture of its re-, 
gional character, but rather enriched. 
it. 

If indeed the traditional Van Lang 
can be identified with a prehistoric 
culture, this goes a long way towards 
explaining. Vietnamese refusal to be 
absorbed by their northern neighbour., 
Tragically, the price of a separate iden- 
tity has been a tradition of armed 
struggle with China. 





Pride and prejudice of Salar 
Jungs collection of curios 


By Bunny Suraiya in Hyderabad 


ith more than 10,000 art and an- 
tique pieces displayed and some 
2 million visitors a year, the Salar 
Jung museum in Hyderabad is said to 
be among the largest — and most 
popular — one-man collections in the 
world. Housed in a three-storey Indo- 
Saracenic-style building specially 
built for it, the collection, spread over 
32 halls, presents a bewildering profu- 
sion of objects d'art and oddities. 

Among the most popular exhibits 
are a life-sized Veiled Rebecca in mar- 
ble; a two-in-one wooden figure which 
viewed from one side is Marguerita 
and from the other Mephistopheles; a 
carpet of ivory; a medley of mechanical 
singing birds in cages, and a chiming 
chorus of unusual clocks and 
timepieces from all over the world. 
Vast and varied as the display is, it is 
only one-fifth of the reserve collection 
and, according to local lore, barely a 
tenth of the treasures and trivia that 
Salar Jung collected in his lifetime. 

The man who put it all together was 
as intriguingly multi-faceted as his 
collection. Abul Qasim Mir Yusouf Ali 
Khan, better known as Salar Jung III, 
was born in 1889 into a wealthy and 
politically powerful Hyderabad fami- 
ly, and on the death of his father 
came into an income of Rs 210,000 
(US$16,600) a year when he was 22 days 
old. Like his grandfather and his 
father before him, he became, at 23, 
prime minister to the Nizam of 
Hyderabad, considered to be one of the 
richest men in the world. Outspoken 
and independent, he resigned after a 
brief term in office. Officially boycott- 
ed, he would ride 40 miles to the forest 
to meet loyal friends in secrecy. It is 
said that the nizam wished to have him 
banished but was dissuaded from 
doing so by the British Resident. 

A lonely bachelor in internal exile, 
Salar Jung turned his energies to add- 
ing to the art collection he had inherit- 
ed from his father and grandfather. 
The hobby soon became a grand pas- 


































Salar Jung; Deccani miniature: curious appeal. 


sion and Salar Jung devoted almost 
half his enormous yearly income to 
the acquisition of pieces brought to 
him from all over the world by a far- 
flung network of agents and deal- 
ers. The items would be left over- 
night in the Aina Khana, the Hall of 
Mirrors, for Salar Jung's inspection. 
He rarely turned down a piece, or 
made a less than generous offer. 
Many of his purchases were toys 
which he presented to the:local 
children. 

His magnanimity however was’ 
sometimes misplaced. The story 
goes that on learning that the 
daughter of the British Resident 
was fond of Sydney Silkys, Salar 


Jung on a trip abroad acquired 12 
pedigree specimens as a gift for her. 
Unfortunately, he was not too fond of 
dogs and only one survived the voyage 
home. 

When Salar Jung died in 1949 his 
vast estate was claimed by his 114 
heirs, the central government and 
the state government. A deal was 
eventually made and his heirs sur- 
rendered their claims to. the collec- 
tion to the Indian Government 
which assumed control of the 
museum in 1958.In1961,parliament 
decreed the museum an institution 
of national importance and in 1968 
the collection was shifted from the 
Diwan Deodhi palace tothe building 
it now occupies. 


M? felt, however, that in the 
27 auctions that took place be- 
tween Salar Jung's death and the 
government's takeover of the collec- 
tion, most of the best pieces were 
bought up by collectors in India and 
abroad. There were also reports and 
rumours about several instances of 
theft and other malpractices. All this 
has caused several art experts to dis- 
miss the present collection as the 
"Salar junk museum." Critics feel 
that Salar Jung's eclectisism. bor- 
dered onindiscrimination and point 
out that apart from a handful 
of masterpieces, including a Con- 
stable landscape, a 
few Canalettos and 
six Chardins, the 
Western art section 
is comprised main- 
ly of relatively 
obscure painters 
and poor copies,of 
well-known .paint- 
ings. 

The controver sial 
artist, Amrita Sher- 
Gil, is quoted as 
having commented 
in a letter written in 
1937: "He [Salar 
Jung] has millions 
of rupees worth. of 
junk, at the same 
time has beautiful 


jade and good Mug- 
hal and Rajput 
paintings ...I asked 
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The archaeological evidence seems 
quite clear on this aspect of cultural 
continuity: more than 63% of the arti- 
cles found in the Dong Son tombs ap- 
pear to be weapons. This is a stark con- 
trast to the more peaceful Phung 
Nguyen period which preceded Dong 
Son by more than 1,000 years — exca- 
vations reveal less than 1% of its ar- 
tefacts to be weaponry. But apparently 
by the time the Red River civilisation 
had reached its peak, the early Viet- 
namese had become a martial so- 
ciety. ü 
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him ... how anybody with any taste 
could buy Leightons and Watts, when 
there are Cezannes and Van Goghs and 
Gauguins in the market.” 

The two most popular items in the 
collection, the Marguerita/Mephis- 
topheles, of unknown origin, and the 
Veiled Rebécca, attributed to the 19th- 
century Milanese sculptor Bezoni, are 
dismissed by experts as aesthetically 
inconsequential. Arguing that less 
than scrupulous dealers often took ad- 
vantage of Salar Jung’s impulsiveness, 
lack of knowledge and tendency to be 
overawed by European culture, a com- 
mon Indian trait of the times, critics 
claim that less than 10% of the 
museum's Western section is of any 
value. 

On the other hand, admirers of the 
collection point out that Salar Jung 
was an patron of the arts, not just a col- 
lector, and that one of his principal 
aims was to encourage artistic en- 
deavour. A number of the paintings in 
the collection are copies of European 
másterpieces commissioned to give 
employment to local artists, one of 
whom was sent to the Louvre to copy 
the Mona Lisa. 

‘However, even critics concede that 
the Oriental sections contain some ex- 
ceptional items. Although Salar Jung 
never visited the Far East, the Chinese 
section is said to have one of the 
world's best collections of celadon pot- 
tery of the Sung and Ming dynasties. 
Other prize exhibits include a Satsuma 
vase covered with dots which under 
magnification resolve into butterflies 
fluttering over the surface, and a jade 
wine cup rated among the 50 finest 
jade pieces in the world. The oldest of 
the 8,500 manuscripts in the collection 
is a Koran fragment of the 9th century. 
The section also has the illuminated 
Kuliyat of Sultan Muhammed Quli 
Qutub Shah — one of the finest exam- 
ples of Deccani miniature painting — 


and a Koran annotated by Jehangir 


and Shah Jehan. 

The most convincing endorsement of 
the collection's worth, however, comes 
fromm the crowds which daily throng 
through the doorway under the heral- 
dic legend "My Trust Is In God" to gaze 
at a world of curious appeal which re- 
flects the wonder and delight of its 
founder as much as its viewers. 
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STRENGTHENING THE PAST... 


By M. C. Tun in Rangoon 


Bum 11th-century monuments 
at Pagan, 400 miles north of Ran- 
goon, are now being strengthened 
with the help of 20th-century tech- 
nology to enable them to resist dam- 
age from earthquakes. On 8 July 
1975, 225 shrines, temples and stupas 
(out of a total of 2,217 such edifices 
registered by the Burmese ar- 
chaeological department) were dam- 
aged or destroyed when a violent 
earth tremor shook Pagan. Many 
have since been repaired or recon- 
structed, but the incident brought 
home to the Burmese authorities the 
need to improve the structural 
strength of all Pagan monuments if it 
was to save them from damage or de- 
struction in future earthquakes. 

The Archaeological Department has 
accordingly embarked on a project 
to fortify the monu- f 
ments on a priority 
basis. Part of the pro- 
ject’s cost was pro- 
vided by the United 
Nations Develop- 
ment Programme 
and Unesco through 
a US$500,000 tech- 
nical assistance 
grant. As a first step, 
the department com- 
missioned a six-man 
team of earthquake 
engineers. from 
Skopje, Yugoslavia, 
to develop the 
methods best suited 
for strengthening 
the temples of 
Pagan. The Skopje 
engineers were ap- 
parently chosen for 
the job because of 
their experience and expertise in 
dealing with'the consequences of the 
disastrous earthquake which rocked 
this Yugoslav town in July 1963. 

The team carried out field work in 
Pagan together with Burmese ar- 
chaeologists and engineers, and re- 
search work in Skopje for processing 
and assessing the collected data. 
Field work «comprised soil and 
masonry tests as well as architectural 
surveys of selected monuments, 
partly using photography. 

Results of these tests reportedly 
showed that the maximum compres- 
sion-bearing capacity of the monu- 
ments ranges from 25-35 kg/cm?, and 
that the compression-bearing capa- 
city of the bricks is much higher — 
92-179 kg/cm? — than their diagonal 
shear-bearing capacity which in- 
volves the “tensile resistance" of the 
mortar. The team concluded that the 


| 
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engineering characteristics of Pagan 
masonry resulted from the use of 
high-quality bricks with very poor 
quality mortar — the mortar being 
much weaker now than at the time of 
construction centuries ago as its mud 
component was mixed with vegetal 
resin which has vanished with time. 


The team also discovered that cen- 


tral Burma, in which Pagan lies, is 
highly prone to earthquakes. As seis- 
mic accelerations are trans- 
mitted to the foundations of monu- 
ments by the superficial soil layers, — 
whose characteristics, thickness and 
depth vary from site to site — the en- 
gineers carried out detailed investi- 
gations at various sites. 
These investigations showed that, 
because of the particular soil, the 
basic ground acceleration is higher 
T along the Irrawaddy 
i river — running east 
_« A |& of Pagan — than to- 
> — |? wards the east of the 
: river. The nature 
and extent of the 
damage of the 1975 
earthquake — heavy 
along the river and 
comparatively light 
towards the east — 
confirmed this con- 
clusion. 





tructural tests of 
UJ 15 selected monu- 
ments were carried 
out next. In 
of the results, a 
strengthening pro- 
has been 
laid out for four of 
the selected monu- 
ments. The primary 
goal is to conserve the “structural in- 
tegrity” of the monuments under 
seismic conditions, so that the build- 
ings behave as a single body in an 
earthquake instead of separating into 
several elements, each with their own 
dynamic characteristics, as hap- 
pened in 1975. 

Under the programme, the bonding 
capacity of the mortar is being 
strengthened by cement injection; 
vital elements are being confined into 
light belts of reinforced concrete or 
reinforced grouting to increase the 
ductibility of the structures. Struc- 
tural integrity is maintained either 
by reinforced concrete belts or by 
steel ties inserted in mortar and com- 
bined with masonry injection. The 
steel ties are slightly pre-stressed in 
order to be immediately active, thus 
preventing the masonry from crack- 
ing. 


— o c— — À 


--— 
* 


"Vn 


xv A 
- p" 






The Alliance: America-Europe-Japan, 
Makers of the Postwar World by 
Richard J. Barnet. Simon & Schuster, 
New York. US$19.95. 


ichard J. -Barnet attracts con- 

troversy. As founder and co-direc- 
tor of the Institute of Policy Studies in 
Washington, he manages the best- 
known leftwing think-tank in the 
United States. He often appears on TV 
talk shows, displaying the kind of 
ample hairstyle favoured in the 1960s 
and smiling at his adversaries with be- 
nign condescension. 

Barnet's critics are often considerably 
less knowledgeable than he. He brings 
to this latest, massive work a vast array 
of facts about post-World War II his- 
tory, presenting a narrative that is 
both scholarly and partisan. As Barnet 
sees it, the alliances the US formed 
with West European nations and with 
Japan are now in a shambles. He traces 
this disintegration through four dec- 
ades, with an air of gleeful pity. 

The author, nevertheless, brings a 
good deal of admiration to his portrait 
of Gen. Douglas MacArthur, crediting 
him with substantial political and eco- 
nomic reforms that stopped short of 
violating Japanese traditions and self- 
esteem. He credits the MacArthur ad- 
ministration with encouraging land 
reform and opening the way to a new 
individualism, but notes that police re- 
forms were misguided. It is well to ré- 
call the impact MacArthur had on such 
diverse aspects as labour unions and 
public education. 

Barnet recalls that, *unlike other re- 
forms imposed by the Americans, the 
effects of the land reform persisted. " 
He adds, however, that credit for this 
"belongs less to the reformers from 
across the sea than to Japanese politi- 
cians and business leaders who under- 
stood that building a modern indus- 
trial society required the transforma- 
tion of feudal structures." 

The ambitious concept of this 511- 
page book prompts the author to 
weave back and forth between histori- 
cal events in Europe and Asia. He enli- 
vens his narrative with anecdotes and 
personality sketches of statesmen as 
they enter, occupy and leave the stage 
of history. Often, Barnet is biting, as 
when he describes Japan's post-war 
prime minister Shigeru Yoshida as 
“marvellously devious in navigat- 
ing the minefields of Japanese poli- 
tics." 

He notes that then US secretary of 
state John Foster Dulles shared with 
Yoshida the concept that “the implac- 
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able evil of com- 
munism,” which 
"served the two men 
equally well as an 
explanation for all 
varieties of the 
world’s miseries,” as 
wellas an understand- 
ing of “the need, after 
a bitter war, tomakea 
generous peace. " 

While often scath- 
ing about foreign 
leaders, the author 
reserves most of his 
most barbed  com- 
ments for US presi- 
dents. He refers to 
Dwight D. Eisenho- 
wer as "a practised 
political: dissembler, 
well aware that his 
extraordinary fame 
permitted him the ap- 
pearance of trans- 
cending polities, " 
while John F. Ken- 
nedy exercised "the 
eloquence of ambigui- 
ty" and Lyndon. B. 
Johnson was a man of 
"oily phrases and em- 
barrassing pieties. " 

Concerning Ric- 
hard Nixon's eager- 
ness to end the Viet- 
nam War, Barnet as- 
serts that Nixon re- 
garded the conflict as 
"the project of a lib- 
eral establishment 
that had  scorned 
him" as a “graceless, 
gutter-fighting Cali- 
fornia parvenu.” He 
adds: “The certi- 
tudes of Harvard, 
the Council on 
Foreign Relations, 
the boardrooms of the 
great industrial en- 
terprises and Wall 
Street firms had come 
apart in the jungles of 
Indochina and the re- 
sult was the great- 
est national disaster of the century. 

To pull the American war machine 
out of the mud and to put it once again 
on a track that would restore American 
power was, as Nixon saw it, the sup- 
reme challenge of statesmanship.” 

In the sections dealing with Europe, 
Barnet centres primarily on the evolu- 
tion of Germany into new economic 
primacy, with the establishment and 










Kennedy and Johnson; Nixon; 
Eisenhower; MacArthur: barbed. 





dissension within Nato 
and, to a lessser degree, 
on US relations with 
other European nations. 
The tenor of this presen- 
tation is one of disdain for 
the efforts to create “the 
alliance” and for hopes to 
see it prosper and con- 
tinue. This gives an 
otherwise remarkable 
job of scholarship a curi- 
ous air of spite — but it 
also provides a consistent 
theme for a sweeping 
survey. 

The author states: 
"Over the four decades 
since the United States 
struck its original bar- 
gain with Europe and 
Japan, the world capital- 
ist order has been trans- 
formed. The political, mi- 
litary, economic, cultural 
and ideological climate 
of today bears little re- 
semblance to the period 
of the Berlin Blockade 
and the Korean War when 
the alliance was forged.” 
He adds: “Twilight is descending on the 
familiar post-war world.” 

More than one generation has 
emerged since the end of World War II; 
twilights and sunrises have alternated. 
And while this book tends to convey a 
sense of disintegration, it is quite pos- 
sible to regard the period it surveys as 
one of normal and gradual worldwide 
transition. — MARTIN EBON 
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PHL 6014 . 


A huge workshop needs bright, 
spreading light. Precision work needs 
tight, intense light. Operators want 
comfortable light. Management want 
costefficient light. Philips have the 
wide-ranging expertise that meets 
these lighting demands in full. 

To provide the very high level of 
illumination required for a watch- 
makers intricate work, Philips develop- 
eda halogen precision light which, with 
the help of an optical system, places a 
tight beam of light exactly where it is 
needed for optimum vision. 

Philips new High Frequency Elec- 
tronic Light marks a major advance in 
the technology of fluorescent lighting. 
A Philips HF Electronic Light system 
installed for the Ford Motor Company 
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Bright or tight,the lightis right 





is showing a saving on power-cost 
more than 20% by giving the same light 
for less watts — while providing fli 

free ignition, controllable light 
stable power consumption withi: 
broad range of temperatures. Becaus 
of its remarkable cost-efficiency, thi 
stallation will pay for itself in a 
short time. 

Whatever you need for light 
dustrial, commercial, indoor oi 
door — you can be sure of gettin; 
right with Philips. Right for comfort 
And right for cost-efficiency 


For more information abo 
lighting, write to us on yout | 
paper, indicating areas of interest 
Philips International B.V., Mark 
Lighting Division (EC Z/Fh I) 
5600 MD Eindhoven, The Neth 


Sure sign of expertise in lighting 
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Reaping the Rewards. 


Rice is more than just food. 

It’s life. 

It’s the irreplaceable staple 
upon which countless millions depend. 

In the Philippines, improving 
and protecting rice has long been the 
single dedicated objective of the 
International Rice Research Institute. 


An objective that IBM 
strongly supports. 

As part of an on-going 
partnership program, IBM has freely 
contributed a large-scale, highly 
versatile data processing installation 
to the analysis and cross-checking of 
rice varieties from all over the world. 


This research, now 
progressing at far greater speeds, 
has already processed over 70,000 
varieties of rice and has isolated 
strains which can grow swiftly, 
bountifully and under even the 
poorest conditions. 


Yet, while the efforts made on 
behalf of this common grain are 
both strenuous and complex, for 
the billions who reap the benefits 
the result is quite simple. 

As rice improves, ens so Ls oe 
does the quality of life. Nor. 
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THE AFFORDABLE MEETING PACKAGE 

























Once again, Westin Hotels’ Philippine Plaza, 
Manila’s most preferred hotel, brings you a 
special meeting package. 


From March 1 to September 30, 1985, Manila's 
only seaside resort offers a special package rate 
for live-in conferences with a minimum of 12 
rooms booked. This includes: 


* A special group rate of US$43* per night, 
single or double occupancy. 

* One complimentary suite for the first 12 rooms 
used, one additional complimentary suite 
for every 50 rooms thereafter. 

e Welcome Rhum Tray in each room. 

* Complimentary use of conference room, some 
audio-visual and other meeting equipment. 

* Package price of US$15.50 (inclusive of tax 
and service charge) per person per day for 
American breakfast, morning snack, lunch, 
afternoon snack. 

* Dlus other special amenities. 





*Subject to 13.5% government tax and 1096 service charge. 











Manila’s only seaside resort. 







Contact Philippine Plaza or the Westin Hotel 
in your city or telex 40443 FILPLAZA. 
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~ Defining | Japan's non-role - 


Japan and the Asian Pacific Region by 
Shibusawa Masahide. Croom Helm for 
The Royal Institute of International Af- 
fairs, London, 1984. No price given. 


his rather slight book might be re- 

garded as an exercise in what has 
come to be known as "nihonjinron," or 
quaintly, the study of “Japaneseness.” 
True to form, Masahide's preoccupa- 
tion is to ascertain Japan's proper 
place, always so nebulous, in the inter- 
national order. For the very rank- and 
role-conscious Japanese, this is no 
minor matter, but forcefully impinges 
on the national sense of self-esteem. 

History offers no answers. Before the 
Western intrusion, Japan existed as a 
collection of some 250 autonomously 
administered han (in theory at least) 
under the suzerainty of the Tokugawa 
shogun. The shogun was responsible 
for maintaining internal order, provid- 
ing defence against invasion and con- 
ducting .foreign affairs. However, 
when this regime proved to be demon- 
strably incapable of contending with 
the foreign threat,“ the Tokugawa 
bakufu's (government's) raison d'etre 
dissolved. 

This, in turn, catalysed a coalition 
of recalcitrant shishi (low-ranking 
samurai) ambitious courtiers and 
covetous domainial lords who, from 
1862-68, worked to bring down the 
bakuhan (bakufu + han) system. The 
Meiji emperor was installed as a sym- 
bol of national unity. The question of 
Japan's proper place did not arise be- 
cause the task at hand was so overrid- 
ing: to placate the barbarians long 
enough to develop sufficient strength | tle difference because the author con- 

cludes that Japan will, and should, 
continue to play its non-role of doing 
what it “is most experienced at and has 
an aptitude for" — specifically, pursu- 
ing its present economic policies which 
serve primarily to enrich Japan. This 
reflects the collective will of the peo- 
ple, who "approve the government's 
reluctance to take any action which 
might precipitate a crisis or instability 
in the region." This virtually precludes 
action of any kind, and almost cer- 
tainly has a deleterious effect on 
Japan's economic well-being. 

| 

| 


to avoid the fate of China, India, and 
every other Asian country (except 
Thailand), and eventually assume the 
white man’s profitable burden of 
civilising the benighted masses of Asia. 

The first part was accomplished, but 
the second — in the form of the Greater 
East Asia Co-Prosperity Sphere — was 
an expensive failure, from which | 
Japan spent another decade recover- 
ing. Recovery complete, but trained 
from birth to endure, struggle, and 
persist — and unable to selfishly enjoy 
the product of their sacrifices and hard 
work — the Japanese find themselves 
without a definite national identity 
and purpose. 

Masahide begins with a review of 
Asian developments from 1945, em- 
phasising the formation of Asean and, 
unavoidably, the changing character 
of American participation. Although | 
the sections on Vietnam and Taiwan 
are informative and clear, the review 
as a whole is too superficial and desul- 
tory to contribute much to an under- 
standing of what Japan’s role should 
be. 

As it turns out, however, it makes lit- 


he people “seem to prefer the coun- 

try to err on the side of inaction.” 
The author concedes that this view is 
perhaps excessively self-serving and 
that Japan might be well-advised to 
develop a sense of responsibility pro- 
portional to its economic clout and in 
so doing, could “evaluate its policy op- 
tions in terms of long-range and even 
‘moral’ goals.” Unfortunately, this will 
not happen, according to Masahide, 
as it would “entail a consensus on 
an overall national goal... which the 
Japanese are loath to see happen” be- 


FAR EASTERN ECONOMIC REVIEW @ 14 MARCH 1985 

















































| some similar 
| into activity. We can only hope some- 


cause such à consensus would be con- 3] 


strued as a precursor to the same kind 
of imperialistic aspirations which once 
before brought Japan to the precipice 
of extermination. 

As inane as this may sound, it actual- 
ly mirrors an established pattern in 
post-Meiji Restoration Japanese dip- 
lomacy, by which the dual objectives of 
Japanese negotiating behaviour have 
been primarily to do as little as inter 
national circumstances would permit, 
Michael Blaker, in his Japanese In- 
ternational Negotiating Style, wrote 
that "deeply embedded fears of inter- 
national isolation, domestic upheaval, 
foreign intervention, and irreparable 
injury to Japan's reputation abroad... 
were spawned by a belief that Japan 
was weak, vulnerable, and inferior,” 
This made the Japanese anticipate 
every negotiating situation with a 
stronger power as “a frightening 
ordeal where Japan's honour (prestige, 
face, status, reputation) was at stake 
. [and to] east each negotiating im- 
teraction in crisis terms... to dwell 
upon the chance of failure, reversal, or 
defeat." 

The reasons are not particularly 
hard to understand. Prior to the opens 
ing of the ports to the West, the Ja- 
panese had little contact with for- 
eigners, and neither need nor op- 
portunity to learn explicit 
negotiating skills. Nor had any- 
thing in their experience, or in 
their Confucian pedagogical tra- 
dition, prepared them to learn the 
communication skills required. Unlike 
ship-building or steel-making, diplo- 
macy does not come with easily imita- 
ble rules. And their very ineptitude 
merely reinforced their feeling that 
diplomatic bargaining is perfidious 
and perilous, and that the only safe 
course is to arrive at an internal consen- 
sus, announce that position with theut- 
most makoto (sincerity) and adheretoit 
obdurately. 

One dangerous consequence of this 
is that what the Japanese are firmly 
convinced is fair and reasonable ap- 
pears to outsiders as mere self-interest, 
which then creates the impression of 
duplicity. The paradox is that, to the 
Japanese, their position is fair and rea- 
sonable, because it is arrived at by the 
process of protracted consensus build- 
ing, during which some of the special 
interests on the Japanese side have al- 
ready been compromised to the lowest 
level possible. This has led to disas- 
trous results in the past. The discus- 
sions preceding the attack on Pearl 

Harbour followed this classic pattern. 

If Masahide is correct, and there 
seems to be no reason to doubt him, 
very little has changed in the past 100 


| Or So years. As political scientist Tet- 


suya Kataoka says, Japan seems to be 
waiting for its own Pearl Harbour, or 
catastrophe, to prod it 


thing a little less extreme wil! suffice. 
— ROBERT BROWN 
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BUSINESS AFFAIRS 


Australia paves the way for fierce competition with 16 new banks 


Open-vault policy 


By Hamish McDonald in Sydney 


ith the licensing of 16 partly or | like being the most onerous in terms of Keating gave no clues about what 
W wholly foreign-owned banks | investment, and the least profitable | might outweigh local equity or re- 
to compete in Australia, the | part, ofthe new operations. With near- | gional spread in deciding just who 
government has created a large and di- | 1y 5,000 branches between them and an | would be given a licence. Believing 
versely handicapped field — far wider | estimated 87% of trading-bank assets, | there were only half a dozen places on 
than the six starters envisaged when | the big four Australian banks are | offer (REVIEW, 6 Dec. '84), some banks 
entry applications closed four months | noted for their nationwide market | tried to play safe, with incongruous re- 
ago — to take on the local industry's | penetration down to small-town level. | sults. Themost unfortunate case is that 
"big four" on their home turf. Far more attractive has been the | of the Industrial Bank of Japan (IBJ), 
Treasurer Paul Keating, who an- | wholesale banking business — the cor- | which saw expedience in an alliance 
nounced the decision immediately | porate lending, investment banking | with the Labor-held state of Western 
after it was taken by the cabinet on 27 | and trade finance that put the profita- | Australia (where IBJ has a weighty re- 
February, has been hailed by the fi- | blecream on a shop-front businessstill | source project-financing record). 
nancial community for his political | carrying the weight of social obliga- Pledging to locate its Australian 
skills in getting the list past his Labor | tion for local banks — low-margin | head office in Perth, the IBJ put up 
Party colleagues. But many of the suc- | housing finance and other small loans | plans for only. 50% equity in its Aus- 
cessful banks must now be wondering | that are subject to interest controls. tralian operation 
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Sydney financial district: the big four face a challenge. 


— National Australia; ANZ; Westpac; Commonwealth; Ii as 
whether they have not been made to Deregulation during the past three But it turns out that seven other 
promise too much for the right toenter | years has allowed the trading banks | licensees, including old-hand retail 
a far more crowded market than they | into the former preserves of merchant | bankers such as National Westminster, 
had expected. banks, stockbrokers and other inter- | have been approved for entry without 
The banks, all major institutions, in- | mediaries. Given their lower cost of | local equity or a pioneering headquar- 
clude six from North America, five | funds, the Australian banks have im- | ters location. IBJ's head office was re- 
from Asia and five European banks. In | proved their already remarkable pro- | ported to be "unhappy" and to be dis- 
addition, the Australian Government | fitability. The Westpac Banking Corp., | cussing re-negotiation of its entry. 
had earlier announced it would license | the largest in the market with some 11- 
the Bank of China; the Macquarie | 12% of all financial intermediation in nly two other banks met the 50% 
Bank, a new domestic bank put to- | Australia, scored a 38% increase in net O local-equity goal, and in both 
gether by British merchant bankers | profit to A$306 million (US$215.5 mil- cases these are major North 
Hill Samuel and Co., began operations | lion) in the year to 30 September 1984. | American banks teaming up with lead- 
on 1 March, and the rural-based Elders The Australia and New Zealand | ing Australian life-assurance offices. 
[XL is pursuing its own banking ambi- | Banking Group increased its profit by | Chase Manhattan has formed a 50-50 
tions (REVIEW, 27 Dec. '84). | 36% to A$269 million in the year to 30 | joint venture with the Australian 
The successful 16, chosen from 42 | September, despite a A$115 million | Mutual Provident Society (AMP), the 
applicants, were required by Keating | write-off of goodwill in the recently | country's biggest life office with total 
to bid for places under criteria that | acquired London-based  Grindlays | assets of A$10.5 billion. The Royal 
placed a premium on both local equity | Bank. The National Australia Bank's | Bank of Canada has teamed up with 
and a determination to developa wide- | profit rose 41% to A$228 million inthe | the National Mutual Life group, the 
spread retail network, unless other | year to 30 September. The federal gov- | second-ranking life office with A$6.5 
substantial benefits to Australia from | ernment-owned Commonwealth Bank | billion total assets. 
their operations could be proven. made a gain of 55% in net profit to In the other cases, local equity is set 
From thestart, retail banking looked | A$236.4 million in its year to 30 June. | at 20-25% with an active local partner 
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in only one venture, the 25*5,position 
being taken by the supermarket chain 
G. J. Coles and Co. in the Bank of 
America operation. The Mitsubishi 
Bank's local partners, the City Mutual 
Life Assurance Society (15%), and 
shipping line Howard Smith Indus- 
tries (10%) are expected to be passive 
investors. Barclays and Bankers Trust 
will float minority equity, while the 
Hongkong and Shanghai Banking 
Corp.s (HSBC) state government- 
owned 20% partner in Victoria may 
also disperse its shareholding. 

The Standard Chartered Bank, like 
the IBJ, staked its bid on-Labor Party 
state parochialism: it will operate from 
Adelaide, the capital of South Austra- 


lia, with the local newspaper holding 


1095 and the State Government Insur- 
ance Office 20%. 

The local partners will provide only 
about A$253 million (about 16%) of 
the total paid-up capital — A$1.58 bil- 
lion — of the 16 new banks. Even so, 
the choice of partners was a fairly nar- 
row one: aside from 
insurance offices 
and state develop- 
ment corporations, 
many Australian 


enterprises have 
more profitable 
uses for their 
money. 


Cross-invest- 
ment by life-assur- 
abce groups in 
banking has caused 
few qualms in Aus- 
tralia, having been 
discussed and ap- 
proved in the two 
recent studies of 
the financial sys- 
tem, the 1981 
Campbell Report 
and the 1983 Martin Report, which 
mapped out deregulation. The big life 
offices already had substantial equity 
and-often board seats in the estab- 
lished Australian banks, and the 
Mutual Life and Citizens' Assurance 
Society recently took a 15% share of 
the Australian Bank, licensed in 1981. 

The life-assurance industry matches 
the banking sector in its level of own- 
ership concentration, with the four 
biggest offices holding 76% of industry 
assets. The AMP was perhaps the most 
powerful financial institution in the 
country already, with A$1.25 billion in 
funds planned for investment in calen- 
dar 1985. Involvement in banks will 
spread the influence of the AMP and 
National Mutual Life, though it will 
tend to dilute the banking industry. 

Given the small capital involvement 
of the insurers in the new banks, com- 
pared to their massive asset base, the 
prudential risks are generally seen as 
small. And banks themselves have 
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he morning after Australian Trea- 

surer Paul Keating announced 
which foreign banks would be per- 
mitted to operate in Australia, repre- 
sentatives of the four biggest Austra- 
lian banks in Tokyo were called to the 
Japanese Ministry of Finance (MoF) 
and invited to apply for full banking 
licences. 

Reciprocity had been one of the 
most keenly argued points of the Aus- 
tralian liberalisation, with the Aus- 
tralian banks urging Keating to 
award licences where they would win 
the most points. Undoubtedly the 
prospect of getting four banks into 
Japan helped Keating persuade the 
cabinet to approve many more 
foreign bank licences than previously 
considered. 

Both Japan and Australia can 
claim points in the outcome. Three 
Japanese banks 
will enter Austra- 
lia as full trading 
banks, with a 
further four appli- 
cations for 100%- 
owned merchant 
bank operations 
now likely to be 
approved quickly. 
MoF negotiators 
have shifted from 
their former posi- 
tion that it takes 
one 100% licence 
to deserve another: 
only one of the 
three successful 
Japanese banks, 
the Bank of Tokyo, 
will get a whol- 
ly owned operation in Australia. 

The four Australian banks — 
Westpac Banking Corp., the Austra- 
lia and New Zealand Bank Group, 
National Australia Bank and the 
Commonwealth Bank — are expected 
to upgrade present representative of- 
fices in Tokyo to branches as soon as 
formalities permit. 

The other gain will be in Hong- 
kong, where the four Australian 
banks meeting the size criteria for 
foreign bank licences, will be able to 
upgrade deposit-taking companies to 
branch-bank licences status, in re- 
turn for the Hongkong and Shanghai 
Banking Corp. being licensed in Aus- 
tralia. 

Giving a licence to the Oversea- 
Chinese Banking Corp. has also given 
some leverage for the Australian 
banks, which all have representative 
offices and offshore currency units in 
Singapore, to press for greater access. 
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NOT SO MUTUAL 


All three centres offer the Austra- 
lian banks a chance tọ win valuable 
trade and corporate business in the 
capitals of major trading partners. 


But the majority of the 16 licences 


given by Canberra win no e 


points of representation. Four go to | 


banks domiciled in Britain and New 
Zealand, where the Australian banks 


already have branch networks. Five | 


go to the United States — four to New - 


York banks — where the banks also | 


have branches. Only one goes to con- 
tinental Europe. 

As such, some Australian bank 
leaders believe the list represents an 
opportunity missed by the govern- 
ment of Prime Minister Bob Hawke, 
who otherwise emphasises the need 
to "enmesh" Australia's economy 
with more Asian counterparts than 
simply Japan. Westpac managing di- 
rector Robert White is one such bank- 
er. “It seems difficult to fathom why 
there should be four banks from New 
York, and only one from the [US] 
West Coast and such a small spread 
from Asia outside Japan," White told 
the REVIEW. 

White said a particular "disap- 
pointment" was that no bank from 
South Korea applied for a licence, 
weakening the chances of Australian 
banks getting access to a rapidly 
growing trading partner of Australia. 


Acres to chief representative 
in Sydney of the Korea Exchange 
Bank, Lee Hong Woo, the bank was 
deterred by the apparently slim 
chances of winning a place at the time 
applications were invited last year, 
and a feeling that the South Korea— 
Australia economic relationship was 
still too young to justify the minimum 
A$25 million (US$17.6 million) 
capitalisation of a local bank. 

The South Korean bank is weigh- 
ing whether to apply to establish a 
100%-owned merchant bank opera- 
tion. This may win some reciprocal 
points for Australian banks. But the 
irony is that had a South Korean 
bank applied, with noisy backing 
from Seoul, the chances of being 
among the 16 would have been high. 

Similarly, Southeast Asian banks 
were not represented more widely — 
on the face of it because none beyond 
three from Singapore lodged applica- 
tions. But to the Westpac chief this 
explanation is a little facile. “The 
freedom was always there for Austra- 
lian authorities to suggest to one or 
more of their regional counterparts 
that banks be encouraged to apply," 
White said. — HAMISH McDONALD 








ase and the AMP nave a not to 

e positions in hostile takeovers. 
More debits appear with the involve- 
ent of state governments. This has 
used concern that investment-hun- 
ry state premiers might lean on cap- 
ve banks to finance pet projects of 
ous viability, or conversely that 
‘banks might be given prete in 

e borrowings. 

Tow rigidly the banks will be held to 
ir proposals remains to be seen, as 
will have to discuss with the Re- 
ve Bank of Australia (the central 
k) the details of their planned oper- 
ns. The applications remain confi- 
jal, and ene S announcement 


ents, ug Tit 
ing that a deal has je dii str with the 
banks. “We would hope that they 
would want to pursue those applica- 
tions on the terms that they were ap- 
proved,” one Treasury official said. 


Ithough Keating has said this 

Reserve Bank vetting would 

take about three months, many 
of the licensees are worried that the 
central bank is ill-equipped to handle 
16 applications at once, having taken 
more than six months to approve the 
Macquarie Bank application. More- 
over, the Reserve Bank is still in the 
process of refining new prudential 
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THE NEW / BANKS 


| Paid-up : 
| capital 


val Bank of Canada | 


arclays Bank 


ational Westminster Bank 


National Bank af NZ ~ 
To Lloyds Bank 


Seandard Chartered Bank 


Deutsche Bank 
Industrial Bank of Japan 


~ Bank of Tokyo 
litsubishi Bank 
Oversea-Chinese - 
Banking Corp. 


Hongkong and ; 
Shanghai Banking Corp. 


Notes: 


‘Local partner 


Operations/assets 


a~ As at December 1983; b - As at September 1984; c — Asat December 1984; d — As at March 1984. 




















equ 

quality; iquidity ‘arid earnings. per- - 
formance — while taking a firm line 
against large non-bank investments 
relative to the size of the parent bank. 
The Reserve Bank will also insist on a 
firm dividing line between Australian 
operations and the overseas parent and 
affiliates, so that Australian-derived 
business is "booked" in Australia. In 
effect, the Reserve Bank was outlining 
an expanded supervisory role for itself, 
and has been recruiting staff to in- 
crease its capacity to do so. 

For those which already have sizable 
merchant banks in Australia, this 
could bring some initial problems un- 
less the central bank is flexible when 
assets are brought into the new com- 
mercial bank: In some cases, the sub- 
sidiary could be disproportionately 
large, or a single project loan could ex- 
ceed the 10% of capital base permitted 
by regulation. 

In another change that will be wel- 
comed by banks, Reserve Bank govern- 


or Robert Johnson has said the pre- 


sent statutory reserve deposit (SRD, 
currently set at 7%) and liquid assets 
and government securities systems 
will be scrapped. In their place will be 
a new "prime assets ratio" that will 
givethe banks more of amarket rateon 
their "buffer" deposits with the cen- 
tral bank, in contrast to the 5% interest 
now paid on SRDs. 

The influx of 16 banks will strain not 
only the Reserve Bank: office supply 
will tighten even further in the central 
business districts of Sydney and Mel- 
bourne. “There simply are not 16 prime 
ground floor locations in Collins Street 
[Melbourne], Martin Place [Sydney] or 
anywhere suitable for a head office,” 
said BA Australia’s associate director 
John MeMurtrie. Headhunting for 
banking talent is also driving up man- 
agement salaries, with Keating fore- 
casting that the banks will require 
8,000 people, some 4,500 more than the 
existing merchant- bank operatióris of 
successful applicants. 

How the banks will attack the mar- 
ket is still somewhat obscured in the 
smoke of the application process, 
which tended to encourage bullish 
forecasts about the benefits all round, 
in particular to the man-in-the-street 
interested in a cheaper or more flexible 
mortgage on his house. Four of the 
banks seem better placed to bring early 
competition at this end of the market 
— Citibank, Bank of America, Chase 
Manhattan and the Royal Bank of 
Canada. 

Citibank won a licence vatiout jue 
ing to compromise on local equity, 
chiefly by arguing that local partner- 
ships would hamper access to its global 
funds-transfer and information net- 
works, widely acknowledged to be 
among the: omot Be ces elect 






A$400 million, the Sed capital base 
proposed among the 16. Along with 
this come 27 points of representation 
that will be the start of a city-by-city 
expansion of branches. | 

The other three banks hope: to piggy- 


back the existing representative net- 
| will be a great defence force,” 


works of their local partners. Chase 
Manhattan will form the Chase. AMP 
Bank with its 50% partner, 
rangement similar to the bank's joint 
venture with the National Bank of 


insurer's highly successful securities 
trading arm, the biggest trader in Aus- 
tralia with AS$40 billion in securities 
moved in its latest financial year. 
Aside from its prominent position in 


all state capitals, the AMP has 127 of- E 


an ar- 


that concerned on the retail side be- 


| tem. 


more aggressively the corporate- -lend- 


come in with new services. 
| easy to start off a new data processing 
Egypt. Chase will initially buyintothe | 


ing business of their present merchant 


banks. | 
The Australian banks also see the at- 
tack coming elsewhere. "I am not all 


cause the size of. our branch network 






Westpac managing director ‘Rébert 
White. “But. nevertheless they will 
is very 








system, and very difficult to ange or 
alter direction in an established SyS- 


$* 


fices in smaller cities and some 3,500 - x 


insurance agents pounding the pave- | 
ment around Australia on a commis- |. 
sion basis. Royal Bank of Canada will | 


likewise try to use the network of Na- 
tional Mutual Life, while combining 
their two merchant-bank eae 





mil retailer Coles, already a 25% 
passive partner in its merchant bank 


BA Australia. With. a net profit of. 


A$64.5 million in its latest six-month 
period (to 27 January) Coles is re- 
garded as one of the soundest com- 
panies in Australia, with a largely cash 
business and a low debt burden. 

Its 1,000 supermarkets around Aus- 


tralia will be the base for an experi- - 


ment with "one-stop shopping" in fi- 
nancial services along lines pioneered 
by the K mart chain, a Coles affiliate in 
the.United States. "The amount of 
traffic that goes through Coles is 


ink at ERETT takes a qu P 
radical step throu gh its link with | 


extraordinary. Just to get a percentage - 


of it would be very rewarding," said 
MeMurtrie. "At the same time it is a 


high-risk strategy, because it has d || 


been tried here before.’ 


How the Reserve Bank will regard b 


this is still uncertain. Indications are 
thatit will require a bank to look likea 


bank. Some other analysts are scepti- | 
cal about thereal value of aninsurance | 


or retail network. The AMP's offices 
are not all shopfront operations, nor 


areits insurance agents necessarily ex- 


perienced in wider investment ser- 
vices, let alone banking. | 

Chief executive-designate of the 
Chase AMP Bank, Miles Armstrong 
conceded: "I don't think we will find 
insurance agents actually transacting 
business. They will play their part in 
promoting our services." With 2 mil- 
lion policy-holders and pension fund 
members, the AMP provides outreach 
across Australia. 

The majority of the new banks are 
Qu cte to ' step: gingerly into retail 





Banks such as the 


As Asia's largest advisory consultancy for expatriates, PFC has had 
10 years of experience in advising ¢ Hents i on how to make the beast 
financial use of their time in Hong Kong. 


Here's how PFC puts your money to joik for you: 

After studying your financial requirements we offer you tax and 
investment recommendations structured special ly for you. These may 
include established unit trusts geared to currency deposits for those 
who require a high level of income, or capi 
in regional and worldwide equities and energy stocks. 


We will also advise on specialist sectors, such as gold, diamonds and. 
stamps and property purchasing. PFC keeps you informed of the 
re egular Mai computer 










. Status of your investments Y 
RC velusiiohs and inves 


" if you are — to ; UK, PFC« can continue to advise you as we have 
^ an office in London to strengthen | our back-up services in ihe City. 


tf Nis would like to know more about F 


coupon to: 


Mr. W. H. Glover or Mr. DT. Wilkie 
Personal Financial Consul tants, Ltd. 


Tel: 5-7908448 | m 
Please send details of PFC's services 


Name: 


Address: 
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Most people view Hong Kong as a daca haven and hope to leave 
the colony considerably richer than when they arrived. 


Personal Financial Consultants can help you to do just that. 


4301 World Trade Centre, Causeway Bay, Hong Kong 





years ago. 


Telephone: 


ied "———— PA" PEPETIS — 





their capital base W 

20:1 gearing for a bani 
total of A$30 billion or 
lending activity. well ove 
industry's present lengi 
comparison, Canada co cer 
less generous 8% of its exist 
when it licensed some 60 












































































With the market size ut 
tight monetary controls, 

corporate treasurers. se 
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Philip Bowring i in Hongkong - 


ft. massaging of the figures has 
abled Hongkong’s Financial 
ry Sir John Bremridge to pre- 
budget for fiscal 1985-86 (begin- 
d April), the three prime ingre- 
nts of which have received appro- 
tion: 

"he government will, for a fourth 
have a substantial budget deficit 
he move towards balance is 
stained ai d the accounts will 




























rose rapidly to a peak in 1982- 
igorously holding down spend- 
icularly on personnel. | 
he appearance of progress on all 
: deceptive. 
idge was able to announce 
ough revenue for 1984-85 was 
. fall 1.5% below budget, 
fg was 4% below projections, so 
' deficit would be only HK$1.4 
(US$179.5 million) against a 
| HK$2.1 billion (and an ac- 
age of HK$3.25 billion in the 
preceding years). But he forecast 
revenue growth of only 3%. for 
6, and imposed additional indi- 
taxes aimed at raising HK$1.35 
partly offset by HK$150 mil- 
| direct tax concessions at lower 
y ranges. 
e need for tax increases under- 
d the adjustment problems that 
kong still has from past over-re- 
on capital revenue. The econ- 
s entering its third year of re- 
from the bottom of the cycle 






























oyant. Indeed, recurrent revenue 
ld have been expected to rise a 
healthy 11% without tax changes. But 
ipital (mainly land-sales) revenue is 
ected to be halved as delayed pay- 
ents from the boom are now 
usted — and as the government is 
d, under the Sino-British joint 
aration, to set aside a portion of 
i-sale receipts for the post- 1997 
nment. 
Ithough capital revenue (which at 
peak was more than 30% of the 
1) may now be at the bottom of the 


















over time of the Sino- British 


akong: moves closer to balancing t the Books. but fails 
onfront underlying: weaknesses in Its finances 
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E Terms of trade 


Revenue 


revenue would be expected to be 


















cle, contributing only 6%, the im- | 





ement on land values has yet to be | 1... 


growth likely to slow in response to | 
lower gross domestic product growth, 
the government cannot assume that re- 

venue problems will disappear with 
time and prudence. ` 

" In one sense, the past three years’ de- 
ficits have been exaggerated. Funds 
now totalling more than HK$4 billion 
have been transferred to the Capital 


tested. With natural recurrent revenue | 
| 


| Works Reserve Fund (CWRF) and have 
| not been spent. In the coming year, 
however, the CWRF i expected to be 
depleted by HK$1 billion. That would 
mean a cash- flow deficit of HK$2.2 
| billion overall. cc 
nr million 198: 

Even ri disregarding the build-up o of 
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(Yas oe in real terms, 
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. Public sector spe nding 
asa“ of G DPT 


ments into and out of Capital Works Reserve Fund. 
“Includes tax changes announced in budget. 


TConsolidated accounts spending, exce ene Mass Transit Railway 


Corp., as % of GDP. 
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; ing te 
after the« 25 d of the E vate hector 
building boom. Nonetheless, it will 
have an impact sooner or later, and 
could be severe if tender prices take off 
again. 

Pr ETT of government rental 
housing is not expected to be affected 
by the. fall in capital spending, with 

average production of 30,000 flats a 
year during the next three years. But 
output ‘of Home Ownership Scheme 
(HOS) flats is set to fall by almost 5096 
And in 1985-86 there will be a net re- 
duction in HOS loans outstanding of 
HK$600 million — a reduction which 
counts as revenue — as the government 
sells more than it builds. l 

Evident, too, is a sharp decline in 
spending on ‘roads and other infra- 
structure, which will make future dis- 
persal of population more problema- 
tic. This rundown in infrastructure 
outlays also coincides with rundowns 
in pea Panne by the Mass Tran- 
‘sit Railway Corp. 
" (MTRC) and Kow- 
EN loon-Canton Railway 
1984 Corp. 
Mad billion 

: he falls in capital 

.W spending have en- 
abled the government 
to keep up substantial 
"increases in recurrent 
Spending. This is 
budgeted to jump 
13% in the coming 
year, after a 14% rise 
in 1984-85. These in- 
creases are largely 
accounted for by edu- 
cation and health and 
‘may be seen as a 
response to public 
demand. However, 
though the govérn- 
ment is claiming suc- 
 €ess in holding down 
 "civil-service numBérs 
| and has now imposed 

a ceiling which will 

prevent an increase in 
the overall establish- 
ment, its success in 
holding down recur- 
rent. spending has 
been less apparent. 
‘Nor has it owned up to 
the extent to which 
reductions in capital 
spending, as well as 
new taxes, have been 
necessary to finance 
it. 





It may T timé for 
‘the government ‘to 
admit publicly that it 
| cannot finance the 
7 higher DUCES orient- 

idi : 



























for example on “housing, to the private 
sector. 

As it is, the soemnineat has not yet 
faced up to the need of the MTRC — the 
debt of which is heading towards 


HK$25 billion — for several billion ad- | | 


ditional dollars in government equity 
to put it on a sounder footing. Brem- 
ridge mentioned the. possibility of a 
bond issue to increase the MTRC’s cap- 
ital. But a bond issue seems a strange 
way to finance an equity investment. 

In unveiling his new and increased 
indirect taxes, Bremridge fell back on 
describing them as taxes on luxuries, 
not necessities, rather than as neces- 
sary taxes. It is hard to quarrel with 
additional taxes on cigarettes, alcohol, | 
cars and airport use, though diminish- 
ing returns set in long ago. New were 
taxes on soft drinks and cosmetics. 
Again, these were said to be luxuries, 
though many found it difficult to see | 
what is luxurious about. packaged 
water. Bremridge might have helped 
future financial secretaries if he had | 
admitted the necessity of broadening 
the indirect tax net, particularly on 
consumer goods, to pay for better edu- 
cation and health, rather than pre- 
tending that Coca-Cola is. more of a 
luxury for an urban worker than tea or 
fruit juice. 

While avoiding significant direct tax 
changes, Bremridge shied away from 
addressing the barrage of criticism 
that has fallen on his attempts, un- 
veiled the previous year, to tax 
offshore interest earnings of Hong- 
kong companies. These are said to 
threaten the territorial-source criter- 
ion which is the basis of ee 


- o 


non-corporate income. He has | 
acknowledged the criticism but failed 
to address it. E 

.He also declined to indicate what 
changes to bank and deposit-taking 
company (DTC) supervision were 
being considered following a report by 
Bank of England experts commis- 
signed after the scandals of the past 
two years. He said the government was | 
not. in agreement with all of its rec- | 
ommendations, but legislative changes 
would be considered after consultation 
with the Banking Advisory Commit- 
tee. Meanwhile, the minimum deposit 
which registered DTCs may accept was 
raised to HK$100,000 from the 
HK$50,000 at which it was first set in | 
1976. 

‘Subsequently, Bremridge said that 
neither the Bank of England report nor 
its recommendations would be made 
available to the public for discussion. 
Apparently banking is too important 
to be left to anyone but the (self-in- 
terested?) bankers on the advisory 
committee, and the government offi- 
cals whose past supervisory incompe- 
tence has cost the public dearly. oO 
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- The World Bank finds its funds less sought after, as 
_ cheaper non-conditional commercial loans gain favour 


. By Robert Manning in Washington 


- “Fhe World Bank faces an unusual 
— M and embarassing dilemma: while 
its financial side is piling up record 
- profits, loan commitments are falling 
- atleast US$2 billion short of its projec- 
- tions for fiscal 1985. The bank had pro- 
jected loan commitments of US$12.6- 
13.3 billion for the year ending 30 June, 
js bank officials now estimate new 
- loans will amount to less than US$11 
. billion. 
—— Lending is falling despite the bank's 
- moves to reduce its loan rates and 


_ front-end fees, as the less-developed 
+ countries (LDCs) become more aware 
of debt commitments — and less will- 
ing to adhere to the conditions at- 
tached to World Bank aid. The changes 
in world capital markets have forced 
_ the bank to carry out a wide-ranging 
_ internal review to assess its future role. 
— Bank officials downplay the signifi- 
cance of the unprecedented decline in 
annual lending, but the REVIEW has 
- learned that its lending policies came 
under scrutiny and attack during a 
two-day board meeting in February 
_ where many LDC members criticised 
_ bank conditionality. - 
| One immediate consequence of the 
lending slippage is that World Bank 
president Tom Clausen will not ask for 
- a general capital increase (the amount 
- 1s expected to be about US$40 billion) 
in April as was planned, but will post- 
pone the request until September's an- 
 mual joint meeting with the Interna- 
tional Monetary Fund in Seoul. 

The bank's inability to lend occurs as 

its financial position is perhaps 
_ Stronger-than ever. In the first half of 
í th? current fiscal year, the bank set rec- 
—ords in new borrowings, net income 
—and assets. It borrowed US$6.3 billion 
at an average cost of 7.82% (8.02% 
in the corresponding year-earlier 
_ period). First-half net profit for the 
_ Current year was US$588 million, com- 
- pared to US$600 million for all of the 
previous year, and bank officials ex- 
t full-year profit to exceed US$1 
illion. Similarly, the bank's liquid as- 
sets reached a new high of US$15.2 bil- 
lion in the first half. 

The bank's stronger financial posi- 
tion enabled it to lower its lending rate 
from 9.89% to 9.29% in January and 
“abolish its front-end fee (formerly 
0.25%). Still, it has had few takers for 
bank loans in recent months. In the 
first half of the current year, it made 
only US$1.1 billion in new loan com- 
mitments. Bank officials say several 
factors are behind the lending decline. 
They believe the debt crisis has made 
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LDCs more conscious of their debt- 
service ratios and that the adjustment 
process and slow recovery of trade for 
many Third World countries has meant 
postponing or reducing investment 
plans for a number of potential bor- 
rowers. 

A senior bank official told the 
REVIEW that several major borrowers 
have reassessed their needs and have 
either put projects on hold or turned to 
commercial banks — rather 
than make the painful policy 
changes upon which bank loans 
are conditioned. These include 
Thailand, Indonesia and South 
Korea, as well as Argentina, 
Brazil and Nigeria. 


But the bank’s current embarrass- 
ment of riches, once again, has focused 
critical spotlight on Clausen. While 
some argue that the bank has simply 


adapted to changing economic 
realities, many critics think Clausen 
has bent to the will of United States 
President Ronald Reagan's adminis- 
tration, which has sought to impose its 
ideological bent on the bank and other 
multilaterals. 


etween fiscal year 1980 and fiscal 

1984, the bank’s lending has 
changed significantly. The ratio of 
project loans has declined by about a 
third, from 60% to 41% of total lend- 
ing. At the same time, the bank has em- 
barked on a new direction of growing 
involvement in policy-oriented loans. 














E. occ y e Aia 

s i | - — E Av er ; 
I, n asis or n ecnnical é SSİS : ce. While 
bank officials argue that these changes 


are a product of changing economic 
realities, the bank's emphasis on shap- 
ing reforms and emphasising the pri- 
vate sector also reflects the views of its 
largest shareholder — the US. The 
Reagan administration's antipathy to- 
wards multilateral lending agencies, at 
the very least, has been a major factor 
in shaping the bank's direction. 

This has been particularly truein the 
case of the International Development 
Association, the bank's soft-loan af- 
filiate, which has been the major 
source of development capital to the 
poorest LDCs — and which has been 
crippled by US opposition to increases 
in its recent replenishment. In his mes- 
sage to the US Congress accompanying 
the budget for fiscal 1986 (starting 1 
October) Reagan gave 
notice that US support 
for the IDA may end 
after its current three- 
year commitment is ful- 
filled (at the end of the 
US' 1987 fiscal year). 

Reagan said the US 
wil honour existing 
commitments tothe IDA 
and other multilaterals, such as the 
Asian Development Bank, but warned: 
"In light of current severe pressures, 
the administration is not budgeting 
at this time for the future replenish- 
ments of these particular institutions. " 
In the past, US administrations — in- 
cluding Reagan's — have emphasised 
continuing. support for the multi- 
laterals, while pointing out that speci- 
fic amounts could not be mentioned as 
future replenishments had to be nego- 
tiated. 

The US also has been behind in 
meeting its commitment to the ADB. 
(On 5 February, ADB president Masao 
Fujioka told the bank's board that the 
US Government had informed the 
bank it would seek US$91.2 million for 
the Asian Development Fund [ADF] in 
a supplemental budget request in the 
current US fiscal year. This includes 
the US$63 million outstanding from 
the US’ ADFIV second tranche and the 
US$28.2 million outstanding from 
ADF II contributions. In addition, the 
US Government is to seek the full 
US$130 million for its ADF IV third 
tranche in its regular budget request 
for the next US fiscal year, Fujioka 
said.) 

US funding for the ADB has been 
steady, at US$13.2 million paid-in 
capital and US$251.4 million in calla- 
ble capital in fiscal 1984 and 1985, 
with the same amount requested by 
Reagan for fiscal 1986. However, the 
combination of Reagan's foreign-po- 
licy emphasis on the Pacific basin, and 
new ADB programmes emphasising 
the private sector, has generated grow- 
ing US support for the ADB — as re- 
flected in the US decision to seek the 
fiscal 1986 funding. Oo 
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How The Morgan Bank brings 


innovative financing techniques 
to Asia-Pacific cliextie 
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Some Asia-Pacific managers and specialists at a Morgan strategy meeting in Hawai. From left: Osar 
Thomas Ketchum 
Hong Kong; Ann Patton, New York; Fock Siew-Wah, Singapore; 


New York: John Garber, Tokyo: 


lhe more financial markets around the 
world change, the more interdependent 
[he More 
egy is to make this development work 


they become. an Bank's strat- 
for clients in the Asia-Pacific area and 
around the world 
We're especially well positioned to do 

so for several reasons 

We take maximum advantage of our 
role as a principal in the world's finan 
cial markets to create innovative, cost- 
effective solutions to financing needs 

Our recognized strengths—over 
$4 billion in primary capital plus one of 
the highest capital-to-assets ratios among 
major U.S. banks and a “AAA” credit 
rating—enable us to implement solutions 
advantageously 

And because Morgan officers are in 


constant communication wherever the 


are based, we can act quickly to structure 


financings under all market conditions 


- Senior Vice President 


[homas 


Hong Kong 


Clients have long relied on Morgan's 
expertise in traditional wholesale bank 
ing. Lending in local and E.urocurrencies 
Syndications for major borrowers. Project 
and export-import financing. Interna 
tional trade services. Foreign exchangs 
and foreign exchange advisorv services 

Designing growth strategies 
We're particularly strong in helping intei 
national companies plan and executi 
growth strategies: conducting industry 
and countrv analvses: guiding clients into 
new markets in the U.S. and elsewhere 
evaluating, structuring, and financing 
corporate mergers and acquisitions 

Investment banking services 
loday our clients increasingly ask us 
and our investment banking subsidian 
Morgan Guaranty Ltd, to devise capital 
raising alternatives: Eurobond unden 
writings, floating-rate notes, conv rtible 


and hedged ISSUCS, privat pla ements 


The Morgan Bank 
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Man has been harvesting the fruits of the sea sinc 
time immemorial. But it has often been a risk 
unpredictable venture. Now, we are on the edge 
a new era. Tomorrow, well be farming 














much the same fashion as we have farmed 





By the year 2000, more than 
we eat will be farmed. Promising & 
tasty crustaceans can lead to even higher fig 

At Alfa-Laval, this trend opens new and 
citing markets in the cold- and warm-wat 
of the world. One of our subsidiaries, | 
pioneer in the field of modern fish-farming, 
aquaculture. Our systems anc equipment for 7 


* 


farming, processing of fishfood and deliv 


e 


complete farm facilities have demons : 
enormous potential of aquaculture for dec ade e8 


26 


Ewos tec aniq ues for oxygenating, cleaning of w: 


1 
and recycling rof heat ensure maximum yield of such 


SAONE fish as rainbow trout. 
a wor d in v sperate nee M Y nutritional 
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cess sing fie ld SF more an: a century. 
For more information about many other 
‘ld, begin 





areas in Alfa-Lavals world, 
copy of our Annual Report. Write to: 
Public Affairs & Communications 
S-10224 Stockholm, Swec 











The world of Alfa-Laval — in thirty seconds. 


Alfa-Laval is a world-leading engineering membrane technology. 

company as supplier to the food industry, Alfa-Laval employs 16,000 people in 35 

a world-leading supplier of centrifugal countries and its annual turnover in 1983 
separators and compact heat exchangers, was US 1,200 million, Sales outside Sweden. 
and a dominating supplier to world animal accounted for 90 percent of this turnover. 
husbandry. The company has a strong Today, Aifa-Laval’s products and processes 
position in emerging high technology are solving problems in 130 countries and 
businesses such as biotechnology and in more than 170 industries. 
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Qantas is Australia 
inthe sky. | 
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e offers sleeper chairs for First Classi passengers. 
Plus the Original Qantas Business Class (now with adjustable leg rests). Plus the friendliest 
Economy service in the sky. So step. aboard. There's only one way to fly to Australia. 
And that's with the Australian airline. 


hQANTAS 


THE AUSTRALIAN AIRLINE 











The Chicago Mercantile Exchange 
2 has two new ways to help manage 
= foreign exchange risk more effectively 


= options on British pound and Swiss 


franc futures. They're innovative con- 


tracts that share a distinguished lineage. 


A RECORD OF SUCCESS 


In 1972, the CME traded the first 
financial futures contract ever — cur- 
rency futures. Since then, the CME 
has established an unmatched record 
. for developing deep and liquid cur- 

. rency markets. In 1984, currency 
-futures trading volume at the CME 


totalled a record 13.8 million contracts. 


Last year the CME introduced its 
first currency option — on Deutsche 
mark futures — with great success. 
Over 725,000 DM option contracts 
traded at the CME in 1984, making 
it by far the most active DM option 

on any exchange in the world. At 
the same time, trading in CME DM 
futures increased 12746 to 5.5 million 


Deutsche Mark Options 
nol Volume and Open Interest 


(in thousands) 





1984 
— DM iude cul = = * [M options 
ly month-end 
volume" open interest 


*DM options began trading on Jan. 24, '84 


contracts, demonstrating that a side- 
by-side market for futures and options 
enhances liquidity in both contracts. 


REALISTIC PRICING 


Every institution with currency 
exposure understands the relationship 
- between the spot market and forward 
¿= contracts. A similar, demonstrable 


e Best 





itish Pound and Swiss Franc ( 
Are Now at the CME- 


Where Financial 


relationship exists between CME cur- 


rency options and these markets, assur- 


ing effective options price evaluation. 
"The options are based on CME 
futures, which in essence are 
exchange-traded forwards. So futures 
and their options are affected by the 
same pricing parameters that govern 
forward contracts. | 


PRICE RELATIONSHIP: 
Deutsche Mark Spot, 
Futures, and Options 





i6 25 30 


5:12 19 26 2 9 
Oct. Nov. 


ees Spot « Futures =e Options 


In addition, side-by-side, open 
auction trading at the CME enhances 
the relationship between futures and 
options by keeping price spreads in 
close alignment. 


CME OPTION ADVANTAGES 


Along with the limited risk and 
unlimited reward that all option 
instruments offer to buyers, CME 
options on British pound and Swiss 
franc futures provide users with 
several unique, attractive features. 

* The CME has a proven record for 
developing deep and liquid currency 
markets. It is the only exchange 
trading both futures and options, 
creating a synergistic relationship that 
enhances liquidity in both markets. 

e CME currency futures and options 
have a demonstrable relationship to 
prices in the spot and forward 
currency markets. 

* All CME options are American- 
style, which means they can be 
exercised on any trading day before 
the option expires. 

























* Contract sizes for both futures and 
options are the largest currently traded 
on any exchange. covering 1 125,000 
Swiss francs and 25,000 British. 
pounds. That can mean substa 
commission savings. And bec: 
tions and futures contracts trade s. 
by-side at the CME, it is easy for: 
to generate synthetic instruments. 
* Choosing to exercise a CME option | 
results in a futures position rather — 
than the obligation to accept or deliver 
physical currency. 


YOU BE THE JUDGE 


Discover how CME British poun 
and Swiss franc options can be | 
options for you and your institution. 
Check our daily figures on volume & 
open interest. | 

For more information and a copy 
of our booklet "Options on Currency 
Futures," contact your brokers or 
Chicago Mercantile Exchang 
the U.S., telephone 800-T 
ext. 8213. In Illinois and overseas 
312-930-8213. Telex: 255123. 








Please send me more e information. 
and a copy of the booklet “(plions | 
on Currency Futures.” 
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Send to: Chicago Mercantile Exchange 
Marketing Services Department 
30 South Wacker Drive 
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30 South Wacker Drive Chicago. Hingis 50606 

800/843-8972 in iros, 24 2/830-10 aon 
Telex. 2558123 

67 Wall Street New York 10005. 212/383- 7000 
Telex, 128248 

27 Throgmordon Street 
Telex. Ba2577 


London EIEN 2AN OUI LOTES 











THERE’S MORE THAN ONE SIDE TO THE SQUARE 


There are many advantages in a move to Exchange Square. 
Some of them are obvious, some of them less so. 
The address, with its prestige and convenience, is obvious. 
Exchange Square’s value for money and cost-efficiency, on the other hand, surprise many. 
The building’s good looks are obvious. The fact that its Rosa Porrino granite 
and mirrored surface conceal amazing state-of-the-art communication systems is less so. 
The view is spectacular. But so are the built-in telephone, 
telex, data and word processing facilities, security, 
air-conditioning, underfloor ducting and telephone answering systems. 
All 24 hours a day, 365 days a year. 
Exchange Square is designed to improve your company's effectiveness 
through being as efficient a building as it’s possible to create. 
There are many sides to Exchange Square. 
But the argument for moving there is decidedly one-sided. 


The time to act is now. The first tenants start moving in during March. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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Singapore’s best-laid plans go astray 


Glitch in the 
programme 






By V. G. Kulkarni in Singapore 


hile other nations watched with 
We as Singapore grew, and 
marvelled at its economic per- 
formance, the stern message of Singa- 
pore’s leaders to the people has usually 
been: we survived unscathed last year, 
but there are clouds on the economic 
horizon. Year after year, they erred on 
the side of caution. Singapore's econ- 
omy burgeoned, until it seemed as if it 
could not help but succeed. Now, the 
gloomy forecasts seem to have come 
true. The economy is beset by weak- 
ness on all fronts and Singapore is no 
longer sure of its next step. 
Singapore's growth since the early 
1970s has been impressive by any 
standards, but it has neither been easy 
nor accidental. The republic has sur- 
vived and thrived by design. But the 
designs which in the past fostered sec- 
tors such as oil refining, shipping, 
ship-repair, communications and con- 
struction are in need of drastic revi- 
sion. The old growth sectors are run- 
ning out of steam and the scope for 
further expansion is gradually di- 
minishing. Gross domestic product 
growth in coming years might well be 
in the low single digits, in sharp con- 
trast to the 10%-plus rates of 1979 and 
1980. For 1985, the consensus among 
independent economists is that the 
economy could expand less than 6%. 
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The trends of lag- 
gard growth were al- 
ready visible in 1982 when GDP grew 
only 6.3% after the previous year's rise 
of 9.9%. But the government, which 
ran a habitual budget surplus and ac- 
cumulated hefty foreign reserves over 
the previous decade, primed the econ- 
omy with construction projects, push- 
ing the rise in construction-sector out- 
put to 28.6% in 1983. That was also the 
year work began on the Mass Rapid 
Transit (MRT), and developers took on 
large-scale works they had committed 
themselves to in the property-market 
peak of 1981-82. Manufacturing trailed 
with a rise in output of only 2.1% in 
1983, but financial services came to the 
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rescue with a 16.3% gain in a period | 


when confidence in Hongkong was 
sapped by the uncertainty of its politi- 
cal future. 

In 1984, manufacturing and trade 
got an unexpected shot in the arm from 
the upsurge in demand in the United 
States, particularly for electronic com- 
ponents and computer peripherals. 
Manufacturing output rose 10.1% and 
trade 5.8%. While the finance and con- 
struction sectors slowed down, the 
government boosted transport and 
communications by buying more air- 
craft for Singapore Airlines, the na- 
tional carrier, and putting more money 








behind its goal of 
becoming a regional 
telecommunications 
centre. Had the lucky 
break of rising exter- 
nal demand not mater- 
ialised, the picture for 
1983-84 could have 
been quite different. 
But 1984 saw a real 
GDP rise of 8.2%, 
higher than the previ- 
ous two years 

The outlook for 1985 
is not as bright, espe- 
cially in Singapore's 
major markets. Initial 
projections for the US economy, which 
rebounded by a near-record 6.8% last 
year, are in the range of 3% or so for 
1985, and the European Economic 
Community is expected to see similar 
growth. Economists at institutions 
such as Bank of America, Chemical 
Bank and National Westminster Bank 
have projected 7-7.5% growth for 
Singapore this year, while the govern- 
ment-controlled Development Bank of 
Singapore predicts a 6% rise. Nomura 
Research Institute’s local office is a 
shade lower at 5.9%. Other indepen- 
dent economists put their money on a 
5.5% rate, while the official projection 
covers most of the options with a range 
of 5-7%. 


ocally, there is plenty of bearish 
E Corporate bankruptcies 

went up from 210 in 1982 to 322 in 
1983, and by November 1984 these had 
already reached 390. Since then hardly 
a day has passed when yet another 
company does not approach the offi- 
cial receiver. The retail business has 
taken a drubbing from sluggish tourism 
and high rents, and even non-tourist 
oriented retail outlets have reportedly 
faced: cashflow problems and delayed 
payments to suppliers 
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| struction. AS: proper arty prices and rent- ig 3 
als have tumbled, the Monetary Au- | quietly re-deploying. their taff with 
thority of Singapore (the quasi-central | the liber àlisation of the Tok, 
bank) has asked commercial banks to | markets. — 
| scrutinise . their portfolios for risky | The petroleum sector, in a which S$4 
loans. | billion has been invested and which is 
| the largest contributor to manuf actur- 
ing, has become a sunset industry Tn, 
the early 1980s. Singapore, which Had 
emerged as the world's third- -largest 
refining centre after Rotterdam and 
| Houston, had a designed refining ca- 

pacity of 1.1 million barrels per day 
| (bpd). By late 1984, most local re- 
| fineries were working at two- thirds 

ity 


y fe rece ntly laid 
off workers; a concerned. "overnment 
resumed retrenchment surveys, which 
had been discontinued; the number of 
rms recruiting fresh | university 
graduates was down by about à quar- 
er at the beginning of this year. ` 
While unemployment (at ES 2% at the 
beginning of 1984) is not à serious | 
problem in labour-short, Singapore, 
| the news of lay-offs sullies the business 
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's nearly a quarter of bank lending | 

goes to the construction sector in | 

% Singapore and some 60% of | 

bank loans to non-financial customers 

climate. Manufacturing continues to | are given with property as collateral, | 

. be the biggest sectoral employer (30%) the slump in property inevitably af- | 

followed by trade (25 7o), services (in- | fects banking and finance. Provisions 

cluding public service, 23%), financial | for bad loans will increase this. year | 

d business services (9%) and con- ; ana bank profits are set to slide. The | 

struction (8%). = | stockmarket, another sizable outlet for | V 

Trade and manufacturing | face an bank funds, has just completed a dis- | 84 
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let ie outlook was bleak in 1983- 
é start-up delays in the Indone- 








incertain year, while the prospects. in | mal year with. market capitalisation sian refineries at Balik Papan and 
perty and finance are dim as well. falling 11.6% in 1984, and séems un- 


| Cilacap diverted crude to Singapore 
e property sector — retail, residen- | likely to recover significantly untillate | and helped tide local units over. By the 


beginning of 1985, Indonesian firms 
came up with 100,000 bpd of work for 
Singapore refineries — down from 
more than 250,000 bpd two years ‘ago 
— and , Malaysia added another 


al and commercial — has been reeling | this year, if at all. 
der excessive supply since late 1982 | Both the Asiadollar (offshore) and. 
id projected demand for the next few | Singapore dollar (domestic) bond mar- 
rs will fall far short of supply. Al- | kets have been sluggish with hardly 
hough no major developer has de- | By pou maang Several USand 
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Singapore dollar v was deliberately kept 
strong," the nation became a less attrac- 
tive tourist destination. Tourist 
growth tapered from an impressive 
10.4% in 1981 to a modest 4.5% in 
1982, and fell 3.5% in. 1983, the first 
' downturn in. more 
Q thana decade, ^. 
| Alarm bells be- 
gan to ring. For one 
§ thing, long-term 
| B commitments for 
"large-scale — hotels 
and shopping’ com- 
| plexes running well 
into 1989 had been 
made — baséd'on 
the fast growth of 
f previous years. , By 
some estimates, 
about S$18 billion 
_ will be au in 
| tourist-related ‘en- 
terprises, ine uling 
, hotels, convention 
ande hibition faci- 
lities and shopping 
i detlin of the decade. 
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Ween M D image and the ac- 
al product. 
Local opera troupes are moving to- 
ards extinction: they cannot. find 
w actors who know various Chinese 
jalects and will work long hours for 
w pay. The famous gold jewellery of 
gapore, once carefully hand- 
afted by seasoned artisans, has given 
y to ee a ie machine-made 





































ofa more office buildings nd hotels. 
High-rise concrete blocks began clos- 
ing in on tourist haunts such as 
Chinatown — now reduced to a few 
neglected side lanes — and develop- 
part, arrivals soared from 1 million in | ment encroached on the Little India 
1974 to 2 million in 1978. Since then, | area. Malay kampungs gave way to 


annual visitors have consistently out- : public- housing estates. Still, tourism 


icy foods — - Malay, 4 
ian — is being homogenised with fro- 
zen and canned ingredients to resemble 
fast-food chains’ offerings. — .- 
Without much effort on. anyone' s 
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numbered the local population. In | kept on growing through 1982 — at- 
1982, income from tourism passed the | tracted in part by the low-duty shop- 
. S$4 billion (USS$1. 8 billion) mark — | ping which once made Singapore a real 
13.7% of the gross domestic product. competitor to Hongkong for the tourist 

But during the early 1980s, as the | dollar — so nobody worried. 
country's economy boomed, the. gov- As rents for retail shops. spiralled | 
ernment Enron the constru ction | during | the property | Mud and the | 


‘ mot M Malaysia and l'Singa- 
pore | as joint the loui years. an „aspect 
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100,000 bpd. Recently, China also 
signed several agreements giving the 
local refineries another 110,000 bpd, 
bringing the total projected business 
for this year to about 700,000 bpd. 

While some of these contracts run 
from three months to a year, industry 
sources say that in a glutted market 
there is no guarantee that even con- 
firmed term contracts will not be re- 
negotiated. Moreover, business has 
been so uncertain that refiners have 
been giving cut rates to all comers. 
Rates which used to range from 
S$1-1.20 a barrel a couple of years ago 
have come down to 60-70 S cents a bar- 
rel, reducing refiners' revenues by 
more than 40%. 

Once Indonesia's refining capacity 
rises, Singapore could lose almost all 
of the Indonesian crude business. By 
1987, Indonesian refining output could 
be double the current 400,000 bpd. New 
capacity coming on stream in Saudi 
Arabia and Kuwait is expected to 
unload another 1.5 million bpd on the 
world market in 1986-87. The Middle 
Eastern influx is expected to start in a 
couple of months (mainly from Saudi 
Arabia), immediately affecting spot 
refining by local units and possibly 


pect of 4,500 hotel rooms being added 
in that year) the government appointed 
a top-level task force to recommend a 
new tourism strategy. 

The group, in a report approved by 
the government in November 1984, 
made several recommendations on 
possible tourist attractions and set 
the industry a target of 5 million 
tourists by 1990. Industry sources say 
this number, which 
works out to a com- 
pounded annual growth 
rate of almost 8% based 
on the 1984 arrivals of 
2.99 million, is too am- 
bitious. 


n line with the plan of 


the task force, the 
STPB has doubled its 
promotion budget to 


S$30 million for 1985 

and five sales missions of hoteliers, 
travel agents and tourist officials are 
to tour 14 Western countries this year. 
But they will be struggling with a 
world tourist trade that is not growing 
as fast as it did in the 1970s and also 
with a Singapore that is fast losing its 
charm and price-competitiveness. 

The truncated Chinatown — though 
refurbished — is bound to look like a 
pale facade of a Hollywood set, in con- 
trast to the teeming locales of parts of 
Hongkong, not to mention Taiwan. 
Playing up an Asian cultural heritage 
is an equally daunting task in a coun- 
try whose social ethos and educational 
strategy militate against cultural 
creativity. While lion dances, elabo- 
rate decorations and processions 
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leading to the closure of some capacity 


here. Japanese purchasing policies 
must also be considered: Tokyo is buy- 


ing more from producers — under 
pressure — at the expense of Singa- 
pore. 


Like petroleum, petrochemical pro- 
ducts are also facing a worldwide glut 
which has been building sincethe early 
1980s — and Singapore is stuck with a 


white elephant petrochemical com- | 


plex, a US$1 billion joint venture be- 
tween a score of Japanese companies 
and the Singapore Government. The 
complex became operational last year 
and has lost S$30 million since. It is 
now fully onstream, with financing 
and operational costs mounting and no 
profit expected in the near future. 


Iso at ebb tide are ship-building 
A: repairs, at the mercy of 
cyclical trends of the business 
worldwide. Singapore's efficient, skill- 
ed labowr force is likely to hold its 
share of the market in repairs. New- 
buildings are another matter: in the 
absence of huge dry docks, Singapore 
specialises in smaller vessels, but cur- 
rent orders are so low that two major 
shipyards — Keppel and Robin — have 
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may draw some 
tourists, 
long-term 
tainability remains in doubt. 

Sustaining the shopping attraction 
of Singapore is also an issue. Shopping 
is important: in addition to the free- 
spending tourists of the affluent West 
and Japan, the real shoppers come 
from Asian countries — other than 
Japan — and comprise some 46% of 
total tourist arrivals. In recent years, 
Indonesia, Thailand and the Philip- 
pines have slapped exit levies on out- 
bound residents which has hurt Singa- 
pore’s retail trade. Last year, Malay- 
sia imposed a 50% duty on non-com- 
mercial imports by returning resi- 
dents. 

Stores which rely mainly on tourists 
have been particularly hard hit. Sev- 
eral well-established shops in this 


sus- 


their | 
|, major department 











; Orchard Road; sp cy foods: the projected image. 
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been biddin 


for pipeline contracts 
from the Public Utilities Board. 

A third niche, which had promise à 
few years ago, was fabrication of oil 
rigs. Even there, Singapore was only in 
the jack-up rigs business and not the 
semi-submersible field needed for 
deep-sea exploration. In 1981, Singa- 
pore built 16 jack-ups but now there 
are no orders 

As China opens up, Singaporeans 
are making a bee-line to Peking. Prod- 
ded by their government, local firms — 
including state enterprises — invested 
some S$900 million in China during 
1979-84, according to Chinese offi- 
cials. Investments have mainly centred 
on hotels, warehouses and light indus- 
try. Joint ventures in port develop- 
ment, oil-base service facilities and in- 
dustrial parks in special economie 
zones of China are being billed as an 
attractive field and at least four such 
deals are in various stages of negotia- 
tions. 

Unlike quick-return deals in Singa- 
pore and Hongkong, the Chinese in- 
vestments tend to have a payback 
period of 12-15 years and are depen- 
dent on the success of the projeets, 
which have to face bureaucratic delays 
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category closed down last year due to 
poor sales and high rents. Many of the 
stores recorded 
poor performances. 

One sector of the tourist industry 
where aggressive marketing could help 


is the convention business, which grew. 


more than 20% a year during 1980-83. 
Although the country continues to 
draw major regional meetings, new 
convention capacity is being added in 
two big projects: Raffles City and 
Marina Centre. The STPB has formed a 
new division called the Singapore 
Convention Bureau which will launch 
a S$500,000 promotion in 1985. But 
conventions are largely an American 


| phenomenon, held domestically or on 


nearby resort islands, so Singapore 
faces an uphill battle in convincing the 
Westerners to come half-way across 
the world. — V. G. KULKARNI 
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“in China, Even in the China market, || 
with the big deals going to the Japan- 


ese and the Western multinationals, 
Singapore will be competing with 
Hongkong in fields of lesser oppor- 
tunities. The oil-supply bases are at the 
mercy of the progress of offshore ex- 
ploration and exploitation activities. 
While Singapore has enough experi- 
ence in managing marine-supply faci- 
lites, that sector has been under severe 
strain as Malaysia and Indonesia have 
persuaded foreign companies to locate 
their support bases within national 
borders. Since last year, Singapore has 
seen an exodus of these facilities from 


the island to neighbouring countries. 


entrepót and the metropolitan 

supply centre to its two im- 
mediate neighbours is slowly eroding. 
Malaysia has effectively clamped 
down on its indirect China trade 
through Singapore. With direct trade 
between Jakarta and Peking set to 
begin this year, Singapore will lose out 
there, too. (It has already lost some of 
its rubber trade as Malaysia and In- 
donesia have muscled in with direct 


& ingapore's traditional role as the 


_ exports.) Plans by the two countries to 
— develop their port facilities have lag- 
_ ged, but in a matter of a decade or so 
- most of the entrepót trade of Singapore 
is set to decline drastically. 


Singapore is well aware of this trend 
and has been phasing out some of these 
industries and services. There has been 
investment in Malaysia — but this has 
taken the form of shifting labour-in- 
tensive industries to take advantage of 
lower wages. Singapore itself favours 
only investment in capital-intensive 
and high-technology fields. 

Foreign investment commitments in 
Singapore — mainly from the US — 
amounted to S$1.8 billion in 1983 and 
continued at the same level in 1984, ac- 
cording to preliminary figures. Most of 
this is known to be going into electron- 
ics and computers. But some of the 
promised investment may not come 


through in 1985, as the US semicon- 
- ductor and 


computer sectors go 
through their inevitable readjustment. 


— The Japanese are under pressure from 
—the West — in view of Tokyo's hefty 
—— trade surpluses — and the growth in 
_ Japanese investment in the next couple 
— of years is likely to be directed into 


Western subsidiaries. 

For the longer term, Singapore is 
taking the hi-tech road, encouraging 
computers, robotics and bio-technol- 
ogy, and other research- and informa- 
tion-oriented industries of the future. 
While it may score some marginal suc- 
cesses in these fields, it faces the inher- 
ent handicaps of a small population 
and land area. Once the infrastructure 
of ports, airport and the MRT are in 
place, there will be little scope to prime 
the pump of the domestic economy. 
The Singapore road to hi-tech could 
well be paved with low economic 


growth. ü 
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Computer design; electronics show: big plans to climb the hi-tech ladder. 


Hi-tech vision of a 


low-growth future 


| [H teh technology has become high 


fashion to Singaporean industry. 
Rarely a week passes without an offi- 
cial urging local students, workers and 
industrialists to cope with the de- 
mands of hi-tech in the world. In re- 
cent months the local press has been 
replete with upbeat items on Western 
electronics giants setting up soft- 
ware centres or creating computer- 
aided design and manufacturing ven- 
tures. 

Robotics, lasers, informatics and ar- 
tificial intelligence have become the 
buzzwords for officials of Singapore's 
Economic Development Board. Even 
Prime Minister Lee Kuan Yew liber- 
ally laces his speeches with computer 
jargon. 

While the talk of upgrading the 
technological base has gained a certain 
frenzied momentum in recent years, it 
is actually a trend that dates back to 
the country's early years of indepen- 
dence. From encouraging the growth 
of textiles and cheap consumer electri- 
cal goods in the late 1960s, Singapore 
moved to become a major oil-refining 
centre in the 1970s. The upgrading of 
the ship-repair sector and financial 
services was followed by a boost to 
higher-ticket consumer electronics 
and components. As the shipping and 
oil sectors came under strain in the 
early 1980s, electronics assumed pri- 
macy as the growth industry, and com- 
puter components and peripherals be- 
came the vanguard of that sector. 

Most Western and Japanese elec- 
tronic giants have manufacturing 
facilities in Singapore, producing an 
array of electronics and computer 
components for export. The cumula- 
tive foreign investment in the electri- 





cal and electronics sector ballooned 
from $$249 million (US$110.2 million) 
in 1973 to S$1.9 billion by mid-1983. 
Industry sources estimate that at least 
another S$400 million was added by 
the end of 1984. Major investment in 
the electronics industry also benefited 
from the government's willingness to 
accord 10-year tax exemptions, low- 
interest advances for upgrading labour 
skills and long-term cheap leases 
in government-built industrial es- 
tates. 

Except for the 1974-75 and 1981-82 
recessionary periods in the West, ex- 
ports of electronies grew from a mere 
S$600 million in 1972 to S$6.5 billion 
in 1983. The upsurge in the United 
States' demand in the first half of 1984 
— particularly in components for per- 
sonal computers — led to a further rise 
in Singapore's. electronics exports to 
S$6.33 billion in the first three quar- 
ters, 26% more than the same period in 
1983. Particularly significant were ex- 
ports of industrial electronics 
mainly disc drives, sub-assemblies and 
computer peripherals — which almost 
doubled during the first three quarters 
of 1984 to S$1.71 billion. 

But just as things were looking rosy 
for Singapore, signs of a downturn in 
its largest export market, the US, 
began to appear. The American 
semiconductor industry, which 
supplies microproeessors for com- 
puters (and which grew 50% in 1984), 
reported that sales would be flat this 
year. According to some estimates, it 
will take at least the first half of this 
year to reduce excessive inventories, 
meaning less need for Singapore's pro- 
ducts. Since last November, several 
computer firms have been laying off 
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Source: Singapore Trade Statistics. 


staff, though no overall figures are 
available. But industry sources see 
more  retrenchments in coming 
months, as the US industry goes 
through a major restructuring. 


The near-total dependence of the 


local electronics firms, most of which 
are subsidiaries of Western multi-na- 
tionals supplying their parent firms, 
put them at the mercy of the fortunes of 
the export markets. Nor is the industry 
in Asia (except for Japan) large enough 
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The Saudi Arabia National Guard is 
implementing continuous operations for the 
modernisation and development of its 

Nationwide Communications System. 2. 


In order to determine companies and corporations 
of international repute capable of constructing 
and modernising the communications systems, it J. 
invites such organisations to submit details 
describing their capabilities. 


So that the qualification process is carried out 
correctly, it is necessary to submit the 4 
ollowing information: 


Khurais Roa 


industrial electronics [ —  ] 


Electronic components [ 
Consumer electronics | — | 


to absorb the downturn in Singapore's 
exports to the West. Moreover, the re- 
gion's other computer exporters — 
South Korea, Taiwan and Hongkong 
— are in the same position as Singa- 
pore, though they have larger domestic 
markets. Even the Southeast Asian re- 
gional market is not considered big 
enough for a vertically integrated com- 
puter industry. 

The first major constraint for Singa- 
pore ventures of any kind — technol- 


the company 
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SAUDI ARABIA NATIONAL GUARD 


Aninvitation for Qualification 
in Communication Systems. 


]. Registered name and address of company, history. 
management structure and organisation, scope of 
products and services currently provided. 
Summary of relevant contracts with brief details 
of product or system installed together with name 
and location of purchasing administration 
Registration authority and standard to which 
quality assurance organisation complies viz 
NATO AQAP 1, 4or 9, United Kingdom DEF 
STAN 05-21, 24 or 29, USA MIL-Q-9858 or 
MIL-I-45208 or National Equivalents. 


. Statement showing the financial position ot 


All information will be treated in the strictest confidence. 
Information and support documentation to be submitted to the following address: 


Director of Signals, Headquarters National Guard 
d. Riyadh, Kingdom of Saudi Arabia 


its tiny domestic 
market. Domestic 
computer sales in 
1983 — including 
both software 
and hardware — 
were only S$368 
million, of which 
only 20% was 


visitors. And itis 


tiny 
the items were 
Singapore-made. 
Singapore's la- 
bour pool of L2 
milion is too 
small to supply 
the 
skilled — techni- 
cians needed by 
a sophisticated 
computer sector. 





REVIEWCHART by Andy Tang 


Nor is the educational system condu- 7 


cive to creative research on the scale of 
the world's major universities 


|l the same, Singapore has big 

plans to climb the hi-tech ladder. 
The pool of computer professionals (0f 
varying levels of competence) is around 
2,800. Last year, some 500 new profes- 
sionals entered the labour market. The 
plan is to churn out 600-700 a year to 
enlarge the pool to 6-8,000 in the 





bought by foreign — 


likely that only @ 3 
fraction of 


number of- 
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experts is to adapt existing Western 


n technology to produce products with 


better designs, which could mean some 
incremental gains for the local indus- 
try, but no major breakthroughs. 

On a longer-term basis, Singapore is 
also aiming to create a nucleus of 
applied scientific research, the core of 
which is the government-sponsored 
Singapore Science Park. The 125-ha 
park, sited adjacent to the National 
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liaison between academe and industry, 
is to accommodate organisations 
oriented towards research and deve- 
lopment (R&D). The National Com- 
puter Board, another state agency 
which is the moving force behind com- 
puter education in Singapore, is lo- 
cated in the park and has attracted 
seven organisations interested in com- 
puter R&D, heavily biased towards 
software development. 











n a favourite of 
Singapore's scientific planners. A new 
institute of molecular and cell biology 
with an outlay of S$50 million — for 
the next six or seven years — is in the 
Works. As in all research endeavours, 
no immediate tangible results can be 
expected, but Singapore's orientation 
towards practical application is all 
evident. For instance, Diagnostic Bio- 
technology, a subsidiary of a US firm, 
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Building for a boom 


that did not come 


D evelopers have come up with some 
rather ingenious ideas to breathe 
life into the flagging Singapore prop- 
erty market. Their overall strategy 
seems to be to bait unwilling tenants 
with the message of potential shortfall 
(though the shortfall may not come 
until near the end of the decade) or of 
imminent rises in rents and prices. 
Much of what is under construction, or 
planned, has been predicated upon 
growth rates which can no longer be 


. sustained. 


Property tycoon Ng Teng Fong, the 
head of the Far East Organisation, who 
normally shuns the press and publicity 
in general, told a local newspaper in 
mid-December that he planned to raise 
the rents in his shopping complexes on 
Orchard Road (the prime tourist area). 
Two months later, no increases had yet 
been announced. 

Ng's message in December was that 
the property market was bottoming 
out. But in early January, Ng organised 
a meeting of major local realtors to 
form a consortium which could buy up 
significant parcels of choice property 
at what they would consider bargain 
prices. With bankers not eager to lend 
in a glutted housing market and de- 
velopers themselves not overburdened 
with cash, the fate of the proposed con- 
sortium — which might need as much 
as S$1 billion (US$442.5 million) to 
make an impact on the housing scene 
— is in doubt. 

If a consortium is needed to buy and 
hold property for future sale, the obvi- 
ous inference must be that realtors are 
fearful of oversupply. Even as other 
developers continued offering dis- 
counts (some selling out below cost to 
improve cash flow) Ng and another 
property baron, Kwek Leng Beng of 
the listed City Developments, held a 
press conference on 7 February to 
warn of a shortage of private housing 
— by 1989. 

A day before, the Ministry of Na- 
tional Development (MND), had low- 
ered its forecast of the supply of pri- 
vate residential units for sale by De- 
cember 1989 by some 4.4%. Ng pre- 
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dicted that in line with the Hongkong 
market, the local market would also 
move up soon. 

The MND survey on private residen- 
tial units concerned itself only with 
those built by developers for sale. It did 
not include properties planned for 


THE EMPTY YEARS AHEAD 
Supply/demand projections 
for property by sector 


2,049.5 
2,077.1 
2,104.7 


* 1.018.2 
* 1,179.6 


Private residential 
(number of units) 
91.021 
04,613 
98.235 


103,072 
103,650 


Note: All figures estimated 
Source: Simon, Lim, Oh & Partners. 


renting or those bought for 
resale or subsequent renting 
out — all of which affect sup- 
ply. Nor did it count parcels 
of four units or less, which 
are assumed to be for owner 
occupation. Ng and Kwek 
conveniently ignored such 
fine detail. 

The Singapore Govern- 
ment, which normally does 
not hesitate to warn the pub- 
lic to be cautious of a poten- 
tially risky development, 
kept its own counsel. As the 
country’s largest landlord, 
the government's vested in- 
terest in keeping the prop- 
erty sector buoyant cannot 





be underestimated. The government 
owns 70% of the total land area and has 
a monopoly on reclamation. It also 
owns à third of the office space in the 
Central Business District (CBD) and all 
the retail space in the Housing and 
Development Board (HDB) estates, ac- 
counting for more than 40% of the total. 
Prime Minister Lee Kuan Yew con- 
siders the worth of HDB flats owned by 
the majority of Singapore's population 
as their stake in the country's future — 
and frequently refers to the fact that 
the flats' worth has increased over the 
years. (Private property values also 
affect the worth of HDB flats.) 


pP rices and rentals of property in 
the private sector have been 
tumbling since 1982, undermined 
by a continued oversupply which 
shows no signs of abating. Follow- 
ing the considerable reductions in 
1983, the property market witness- 
ed deep declines in all sectors — of- 
fice, commercial and residential — 
in 1984. According to international 
property consultant Jones Lang 
Wootton (JLW), the average 1984 
sale prices of office space were 
down 32% from the already-de- 
pressed 1983 figures. Office rents in 
the prime Raffles Place area and 
lesser locations in the CBD declined 
by 9% and 14%, respectively. It has 
become common among owners to 
offer several months of rent-free 
accommodation and free interior 
decoration for prospective ten- 
ants. 

As rents slid, many banks and 
major business houses 
g chose tomove upmar- 
ket into prestigious 
Raffles Place, while 
owners of other build- 
ings in the CBD area 
had to entice others to 
stay on by offering 
better services and 
refurbishing the 
buildings and hold- 
ing the promise of 
longer leases. All the 
same, the average cost 
of renting office 
space in Singapore — 
amounting to US$327 
a m? a year — was 
second only to Tokyo 
in Asia, according 
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wants to produce diagnostic kits for 

various types of cancers and Aids (ac- 

quired immune deficiency syndrome). 

The parent company has already de- 
pee ‘some of these kits, (It is not 
clear if new tests will be developed in 
the Singapore facility or whether only 
roduct design is being contemplat- 

L.) 
O The question is whether simply pro- 

Viding expensive facilities will lead to 
scientific breakthroughs. Conven- 
to property valuers Richard Ellis. 

"In the retail sector, JLW cited a drop 
of 20-40% in the sale values of prime- 
location shops last year. Rents have 
fallen 40-50% since the peak of 1981, 
and landlords are accepting lower base 
rents, plus an average on the gross 
turnovers of tenants. For ‘industrial 
floor space, capital values fell by 30% 
during the year, while rentals slipped 
by 25%. JLW expects strong competi- 
tion in the rental market from public- 
sector factory buildings. 

The residential market followed the 
same pattern, as prices of apartments 
and condominiums in thé private sec- 
tor shed 25-30% of their value in 1964 
and rents slid 20-25%. Although Sin- 
gaporeans are now allowed to: with- 
draw money from (heir compulsory 
Central Provident Fund (CPF) retire- 
ment accounts to buy private property, 
private housing remains depressed. 
With private flats and condominiums 
costing from $$300,000 and the CPF 
allowing only 80% of the value of the 
property to be paid from a member's 
CPF balance, it remains a very small 
market for the upwardly mobile Sin- 
gaporeans. Even on the valuation of 
properties, CPF's figures are often less 
than the price paid by. the buyer. 

. The hotel sector presents the most 
dismal picture iri the property field. 
Developers took on massive projects in 
the early 1980s based on 10% annual 
growth rates and committed them- 
selves to doubling the supply of hotel 
rooms to about 30,000 from the 1983 
stock of slightly less than 15,000. Even 
if some hotels are delayed or cancelled, 
projécts already under construction 
could result in hotel-occupancy rates 
declining to 60% or below, according to 
most industry analysts. © 

'Public- and private-sector building 
and projects planned since the early 
1980s were also predicated on a pro- 
jected gross domestic product rise of 9- 
10% annually through the decade. The 
government has primed.the construc- 
tion sector through public works, fuel- 
ling the economy even when manufac- 
turing and tourism fell ón difficult 
times. The S$5 billion. Mass Rapid 
Transit system will be finished by 1989 
and the S$1 billion second runway and 
terminal at Changi Airport will be 
completed by the end of 1986. But 
there will be few such large projects in 
later years. —V.G. KULKARNI 
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tional wisdom has it that 





creativity cannot be stimulated 
government fiat. For the past two dec- 
ades or so, Singapore's straight-laced 


‘society has shunned individual intel- 


lectual freedom. The country also 
tightly restricts immigration, for it is 
thought that a large-scale influx of 
foreign talent could have social costs. 
This is not to say that scientific ad- 
vances could not take place. But in 
large countries it is easy to isolate the 
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PROGRESS AT A PRICE... 


n late 1984, the Sinigape e Aüstra- 
lian Business Co , an employ- 
ers’ group, complained to the Singa- 
pore He chap n varia rl 
ers were in danger of being priced out 
of the world markets by high labour 
costs. Other business groups made 
similar complaints, which the gov- 
ernment neither liked nor heeded. 
High wages have been the major 
plank of an official policy introduced 
in the late 1970s to restructure the 
local economy, and change the coun- 
try's role as a haven for investors 

fa ehesp — 


Due to double- 
digit wage raises 
in 1979-83, the 
average weekly 
earnings of the 
Singaporean 
workforce shot 
up by 76% 
to $$231.30 
(US$102.35). Last 
year, the gen 

salary increases were 
in the range of 8-10%. 
In addition, employ- 
ers must contribute an 
amount equal to 25% 
of an employee's 
wages to the manda- 
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98 EC it leeway not available to 
the less fortunate public. A tiny city- 
state such as Singapore does not have 
the luxury of supporting a segment of 
society in splendid isolation. While the 
scientific planners are sold on the 
scope for hi-tech in Singapore, Lee put 
it in perspective last October by stating 
that the republic could at best hope for 
| servicing the peripherals of hi-tech des 
| veloped by the West. — V. G. KULKARNI 










jobs — mainly in construction, dock- 
yards im teas ae Ge | 


serve of imported labour from neigh- 


ring countries, comprising about - 
150,000 of the total 1.2 million work- - 
force. In a bid to reduce | 
dependence on foreign 
authorities are requiring busines: 
to automate their operations. Where | 
use of unskilled labour is inevitable, 
the employer has to pay a monthly 
levy of S$200 — to he raised to 88350. 
by next year — for every unskilled 
foreign labourer imported. 
Obviously, boosting. 
labour productivity is 
the object of automa- 
tion. While the pro- 
ductivity growth rate 
rose from 2.6% in 1979 
to an estimated 6% in 
"1984, it lagged far be- 
hind GDP growth. 
The architects of 
economic restructur- 
ing had envisaged 
that a productive and 
skilled workforce 
would boost 
foreign invest- 
ment in high- 
technology sec- 
tors of es 
turing. But the 
petroleum sector, | 
including oil re- 





tory retirement fining an 

scheme, the Central chemicals ( 
Provident Fund |. ture of which is in 
(CPF), as well as 2% | 7 SM grave doubt) : 
payrolltaxand4%to- | WE X - represents some 
wards a skills-deve- | Oil; Singaporean children: a long haul. | 40% of total 
lopment fund. E foreign invest- 


At the industrial executive level, 
typical salaries in Singapore are 50- 
100% higher than in Hongkong. Even 
fresh graduates expect, and get, 
about 50% more than their Hong- 
kong counterparts. With their CPF 
protected regardless of the employer, 
Singapore professionals frequently 
change jobs in search of better bene- 
fits. Foreign businessmen maintain 
that it is cheaper to import executives 
from Europe and Australia, though the 
government regulates employment 
passes for expatriates rigidly. 

The average Singaporean also shies 
away from blue-collar work. Such 


ment — while foreign investment in 

electrical machinery and elec l 
— not all of which is high-technology 
— inched up from 14.7% in 1979 to 

18.4% in mid-1983. 

Singapore's claim to an educated | 
workforce may not bear close 
scrutiny. According to a 1983 labour- 
force survey, of the population aged 
15 and above, some 17% had never 
attended school, another 14.6% had 
not completed primary level and a 
further 30% had only graduated from 
primary school. The task of upgrad- 
ing vocational levels will be a long - 
haul. — V. G. KULKARNI 
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in after a fast run 


te financial-services sector, which 
led the pack in helping the economy 
grow over the past decade, moved into 
a steady canter in 1984 and is heading 
for a slow trot this year as the Monet- 
ary Authority of Singapore (MAS) 
tightens the reins. 

Bankers estimate that the sector 
grew by 11.2% last year, compared toa 
gross domestic product gain of 8.5%. 
(Bank credit operations for the year 
were up only 8%, half the 1983 rate, ac- 
cording to the MAS.) This was disap- 
pointing when compared with the sec- 
tor's growth of 16.3% in 1983 and still- 
higher rates in earlier years. With the 
slump in the property sector showing 
no signs of turning around for another 
couple of years and the stockmarket 
set to be sluggish for most of 1985, 
banks and finance houses could face a 
period of much-reduced profits. 

The MAS, Singapore's quasi-central 
bank, has asked the country's financial 
institutions to be more cautious with 
lending and to review their portfolios 
for possible non-performing loans — 
caution in lending 
has become a by- 
word among most 
banks. The inter- 
vention by the 
MAS, a rough rider 
at the best of times, 
carried a heavier 
punch this time 
around, because 
last year its regu- 
latory role was 
strengthened. An 
amendment to the 
Banking Act pass- 
ed in early 1984 gave existing MAS 
guidelines the force of law and enhanc- 
ed the agency's investigative func- 
tions. 

The amendment halved lending 
limits to individual customers from 
60% to 30% of a bank's capital funds 
and also required that substantial 
loans, meaning those exceeding 15% of 
bank capital, be held down to to half 
the total credit portfolio. Changes in 
bank shareholdings had to be ap- 
proved by the MAS. 

While the merits of the legislation 
are open to debate, the parliamentary 
rhetoric that accompanied it further 
strained the already-cool relations be- 
tween foreign bankers and the local 
regulators. The cancellation of the li- 
cence of merchant bankers Jardine 
Fleming Singapore (JFS) last year 
added to the discomfiture of foreign 
bankers. (JFS was punished by the MAS 
for alleged negligence or lack of pro- 
fessionalism dating back to 1981 and 
in relation to a takeover by the state- 
owned Keppel Shipyard.) 
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These harsh regulatory actions took 
place against a background of di- 
minishing banking business growth. 
Deposits from non-bank customers 
rose only 4.4% to S$27.4 billion 
(US$12.1 billion) in the first 11 months 
of 1984, while the growth in 1983 over 
1982 had been 12.2%. Loans and ad- 
vances by commercial banks also saw 
sluggish growth: 7.8% to S$32.5 bil- 
lion through November 1984, whilethe 
full-year rise in 1983 over 1982 had 
been 19%. As the property market con- 
tinued to suffer from over-supply, fi- 
nance companies came under pressure 
with housing loans rising only by 
15.4% to November 1984, more than 
halving the 1983 increase of 32.5%. Fi- 
nance firms' loans for cars and con- 
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sumer durables fell 6.895 to S$843.3 
million during the same period. 

Inevitably, the slowdown in business 
took its toll on the profitability of the 
big four local banks (Development 
Bank of Singapore, United Overseas 
Bank, Overseas Union Bank and Over- 
sea-Chinese Banking Corp.) which 
have shown mixed results in recent 
periods. Bankers say that even if in- 
terim results can be prettied up, the 
tallies for the whole of 1984 will be 
much worse. Analysts maintain that 
with larger provisions for bad loans, 
banks' 1985 profits will have to de- 
cline. 


D espite the slow growth in commer- 
cial banking, the Asiadollar mar- 
ket showed impressive gains in 1984. 
The total assets and liabilities of Asian 
Currency Unit accounts of banks 
operating in Singapore rose 14.2% to 
US$127.7 billion by end-September 
1984, compared with the same previ- 
ous period. But Asiadollar bonds, ag- 
gressively marketed by Japanese 
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shedding 
23.6% during 1981-84. There were 
only 10 Asiadollar bond issues in 1984 
worth US$I billion eompared to 22 is- 
sues of US$1.24 billion in 1981. Issues 
of floating-rate certificates of deposit 
(FRCDs) plummeted from US$979 
million in 1981 to US$370 million in 
1984. 

The outlook for this vear is gloomier, 
as bonds and FRCDs see hardly any 
trade in the local market. Bankers see 
some marginal growth in new instru- 
ments such as the revolving underwrit- 
ing facilities (RUFs). But only three 
RUFS were signed in Singapore last year 
— two US-dollar-denominated ones 
worth US$130 million and one in the 
local currency worth S$100 million. 

Syndicated loans, which were the 
rage in the growing Asian capital mar- 
kets of the late 1970s and early 1980s, 
have since lost their glamour. Total 
syndicated lending in Asia and the 
Pacific last year amounted to an esti- 
mated US$17.7 billion, down 3.3% 
from 1983. Singapore's share as a 
venue for concluding syndications 
went down along with total volume 
lent, though no accurate tallies are 
available. The Singapore Government 
offers tax incentives on loans for which 
the bulk of the work is done locally. 
But as bankers 
point out, in a lack- 
lustre market their 
prime considera- 
tion has been to get 
business, not to 
worry about the 
marginal tax bene- 
fits. 

The stockmar- 
ket, another venue 
for banking funds, 
recorded a dismal 
year in 1984 and 
the bearish outlook 
for securities, despite some inspired 
rallies by hot money and Western insti- 
tutional investors, could persist late 
into this year. On the local stockmar- 
ket, the Straits Times Index ended the 
year at 812.61 points, shedding 19% 
from the end of 1983. During 1984, the 
total turnover on the Stock Exchange 
of Singapore (SES) was down by 15.1% 
with the value of shares traded shed- 
ding 30.4%. It was quite a contrast to 
1983 when turnover soared 116.4% and 
value traded rose 128.1%. 

Market capitalisation of listed 
stocks on the SES fell 11.6% to S$92.3 
billion at end-1983 from a year earlier. 
With the bears in charge, money raised 
on the market in rights issues was 
down to S$169 million in 1984 from 
$$875 million in 1983. 

With the traditionally strong finance 
sector under pressure, the government 
has been wooing international-fund 
managers with the lure of tax breaks. 
But the high-handed attitude of the 
MAS has discouraged some bankers. 

— V. G. KULKARNI 


14 MARCH 1985 e FAR EASTERN ECONOMIC REVIEW 





F irst Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You're provided with electronic head- pore/Bangkok. And friendly Copenhagen 

phones instead of those old acoustic ones. Airport gives you excellent connections to 
You get everything except a surcharge. all of Europe. 

The fare is normal economy. No more. a. 
Try us next time you fly to Europe. ; / / 


We offer you four weekly connections from Zf/gf LIAS 


The Businessmans Airline 





E 5 ABOVE, SO BELO W. One of the satellites launched into space was not a 
satellite. It was a camera. A Hasselblad camera. An astronaut dropped it while working 
outside the space capsule and the camera floated away into its own orbit. Nobody knows where 
it is now; it has probably entered the earth's atmosphere and disintegrated as a shooting star. 
But the reasons it was up there in the first place are still very real. NASA has found that the 
Hasselblad, thanks to its quality and advanced technology, is the most suitable camera for 
work in space. And for the very same reasons, leading photographers have found it 


the most suitable camera for work on Earth. The only difference is that down here 





the camera will not turn into a shooting star. But chances are the photographer will. 
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Write tor free literaturi 


tor Hasselblad AB, Box 220 















oe, Nee 


J. 
Z 





If you buy, lease or finance heavy . 
equipment, this message could | 
mean extra revenue and extra 
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Equipment investment 
is a significant capital 


which costs thousands of dollars 
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Using your own information, 
the analysis looks at machine 
ownership costs [initial price, 
interest payments, trade-in value, 
etc}. Then operating 
expenses, revenues and 
penditure expected to « A, | profits are projected. 
oduce maximum return. # So MO Fe GR. The result is a clear, 
nfortunately, equipment '^ ide ebur EF objective picture of the 

V alie gained by investing in one machine 











; d 
M 
Big 


fit. 


versus another. 


less to buy often ends up costing . ; 
thousands of dollars more to own and Want to know more! Talk to your 
operate, taking revenue and profit straight Caterpillar Dealer today. Ask him for the 
whole story on Equipment Investment 
Analysis and what it can mean to vou. 
s another 


from your bottom line. 





Now, Caterpillar and your Caterpillar | 
bjective, It's quick, it's free and it's 
customer benefit from the industry leade 


; 
Dealer can help you make objective 
definitive comparisons before you buy | 
Equipment Investment Analysis — against whom all others are measured 
provides a free, no-obligation tool d as rl PIU 
comparing any two machines head on The Standard of 
And, it is tailored to your specific | 
Operation. | 


Caterpillar, Cat and (B are Trademarks of Caterpillar Tractor Co 
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Shangri-La Kuala Lumpur.Open 20 April 1985. 
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Shangri-La hotel 


KUALA LUMPUR 


A SHANGRI-LA INTERNATIONAL HOTEL 


722 guest rooms and suites * International Direct Dialling * Colour TV with complimentary in-house movies * Music channels 
* Refrigerator * Mini-bar * Bedside controlled air-conditioning * 24-hour room service * Four restaurants: Japanese, Chinese, 
Continental and 24-hour coffee house ¢ Lobby lounge * Discotheque * Poolside Bar ¢ Businessmen's Bar e Swimming and 
wading pools * Tennis and squash courts ¢ Fully-equipped health club e Complete international convention facilities he up 
to 2000 people ¢ 24-hour Business Centre ¢ Shopping gallery. 


Shangri-La, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03) 222 388. Telex: SHNGKL MA 30021 or 
Shangri-La. International: Kuala Lumpur (03) 486 536 * Hong Kong (5) 242 367 * Singapore 338 2250 
* London (01) 581 4217 e USA & Canada (800) 457 5050 è Australia Std free (008) 222 448 * Tokyo (03) 667 7744 


Shangri-La Singapore. Shangri-La Kuala Lumpur (Opening 1985). Shangri-La Beijing (Opening 1985) e Shangri-La Bangkok (Opening 1986). 
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AL banks are running | the market. Of the total Asia-Pacific 

here they are, with finance raised last year, only US$17.7 
| billion was in syndicated loans, the 

t being bond and other issues.) 

b rrying the lending? The 

ope has been th at corporations, pen- 

sion funds, insurance firms and weal- 





is | thy private investors would be at- 


| uis The t bes 
pene toe on s 


Bont over Ba KS. 
fees, that migh 

hundredth « of 3 oint being point) or 
as banks push for business they can 


fit comfortably into their books. 
This not only means lower costs on 


new money. The grace periods on- 
.many of the Asian loans done in the |. 


early 1980s are expiring this year and 
next, with repayments coming due. 
| Newer, cheaper instruments allow 
' debtors to roll over their borrowings 
at lower cost. The flip side of the sec- 
uritised-debt coin is that if the bor- 
 rower has no immediate use for the 


money, he will probably end up earn-. 


ing inter-bank rates on it while pay- 


i ing the lenders a spread over inter- : 


bank — that is, he will lose money. 


Shroff is one of those who believe. | 


that nothing that happens between 
consenting bankers is wrong, as long 
as nobody gets hurt. But Shroff isnot 


|- entirely sure nobody will. 
One reason for the upsurge in the | 


i popularity of the FRN and its monet- 
ary siblings is that many banks are up 


against their prudential limits on- 


some countries. At the same time, 
there is a perceived shortage of busi- 
ness within Asia. It is not so much 
that there has been less business; it is 


just that there has not been much 


growth. Total Asia-Pacific borrow- 


-ings for 1984 have been estimated at 


.US$39.5 billion, a growth of about 
1% from 1983.  - 

Banks have encouraged the issue of 
FRNs, which allow them to maintain 
‘their profile in a country, keep mak- 
ing money on their funds and keep 
most of the lending off their own 


books. (The banks' encouragement | 


has not been wasted: in 1984, for the 
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) n FRN, the borrower | 
©] maybe able to pay less than half that 


first time, non-loan i issues dominated thes 


tracted to the new-fangled issues. 
But few Asian names (beyond Japan, 


Australia and New Zealand) are 
| pork known enough for this to hap- | 
"pen to any great extent, and most of | 
-i the debt has been ending up where it 
a did before: with banks. While the few 
-dozen top banks may be up to country 


limits, kong, Due dod 








fits the bill. Thailand, for example, 


has mandated a US$400 million FRN 


package which bankers reckon 
would haveotherwise been three syn- 
dicated loans. 

The FRN and its like are carried on 
most banks' books as liquid, assets, 
rather than time assets, and the bank 
expects to make some profit from 


change or gold. This does lesse: the 
exposure and the risk to each bank in 
cas@of a debt problem: it also prends 
it further afield. " 

And what happens: to these’ issues 
in the event of a rescheduling? bank- 
ers wonder — but not much, it would 


seem. "That's a question you should 
ask a lawyer, " advised one. Perhaps it 


is just as well that the FRN hasnot yet 
caught on strongly with private in- 
vestors. It has been well over a year 


since the banks sat down to discuss 


the Philippines and they are still 
haggling: Shroff would not care to 
think how long it might take had 
there been thousands of individual 
ereditors involved as well. In any 
case, the Philippines provides no 
guidelines, since most of its debt was 


taken on well before the rise of the 
FRN. 


(Nor r has the: Philippines changed 
the banks' basic strategy in asset- 
thin Asia, which remains more mar- 
ket- driven than credit-driven. “It 
should scare people, but some it 
scares less than others,” noted an 
Ameri¢an banker. Banks tend to look 
. diversifying their loan 
d consider second an in- 
nation s credit rating. Thus 
ndia or Pakistan may 

yt because the Bank 











: Pending going strong. while 
- some of the older loans are taken off 
jki through repayment, some 
| imagination i is called for. Using FRNs 
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| Seoul 
trading them just as with foreign ex- | 








lacks business in these cou 

But turning to note iss 
sovereign borrowers would sé 
be removing the brake of banks 
lective country limits, without m 
sarily putting a ceiling on coun: 
indebtedness. This goes by the n 
of disintermediation, which b 
define as meaning that th : 
of the middle. You can € 
name, reduce the price, ¢ 
little pieces and cane ifs 

landscape, but it is still 
debt. 

Bankers readily admit this; 
most seem to be acting ont 
that they can always sell t ë 
(most easily in the case o 
Thailand and Indonesia) itf 
word that anything is amiss. 
but more likely everyone eise 
heard that things are not what th 
should be in Ruritania. | 
€ BANKERS are beginning to wo 
der aloud about South Korea. wh: 
may take on another US$? 
this year in commercial debt (p 
another US$3-4 billion from 
multilaterals). Some of the new 
rowing will be used to repay 
ing debt of US$2-3 billion. 
still sits atop a ' 
machine of infinite resource 
in one lender's words, another 
told Shroff that he wonders dft 
will have to come a time when tt 
music stops. 

“They still have a good econo 
but you eant hide the fact 
they've borrowed so much [in e 
of US$40 bilion]." Nobody ext 
the banks to abandon South K i 
yet. Its major American and Japan 
funding sources in particular are 
seen to be deserting it, barring great 
turmoil. : 

The big state banks such as Kore 
Development Bank and Korea E 
change Bank will account for three or 
four big loans this year, as they have: 
in recent years, They will have no: 
choice but plain-vanilla syndicated 
loans. "We know from. past expe 
ence that they need the money, s 
why give them a cheap price?" & 
South Korea specialist for a Western 
bank told Shroff. The state banks 
end up with spreads of 0.625 or 0:72 
of a point. 

Commercial banks will go kesdi 
into. FRNs for South Korea's corpi- 
rate giants, who are expected to seek 
Q borrow about 20 times this year in 
amounts of US$30-40 million. Bar 
ers want to keep the issues small 
fear you might get stuck," as c 
explained. 
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The float of New Zealand’s dollar leaves its value little 
changed but.spawns a money-market storm 


By Colin James in Wellington 


he 2 March float of the New Zealand 

dollar came after prolonged 
speculative pressure. For months, it 
had not been a question of whether the 
currency would be floated, but when 
and how cleanly. In the event it is to be 
very cleanly. The Reserve Bank (the 
central bank) will stand in the market 
for official purchases and sales along 
with everybody else, though it will re- 
tain a capacity to enter the market to 
smooth out peaks and troughs. 

New Zealand operated a crawling 
peg adjustment of its dollar between 
1979 and 1982 to compensate for the 
difference between New Zealand's 
inflation rate and that of its major 
trading partners. But along with 
prices, wages and rents, the exchange 
rate was refrozen in June 1982, the 
only change being a 6% devaluation 
following Australia's 10% devaluation 
in early 1983. 

Widespread assessment that the cur- 
rency was overvalued led to a run on 
the New Zealand dollar during the 
election campaign in June and July 
1984, when more than NZ$1.4 billion 
(US$630.6 million) left the country. 
This dangerously depleted reserves 
and forced a 20% devaluation by the 
incoming Labour government just five 
days after the election. 

It was a move Finance Minister 
Roger Douglas was willing to take, 
having argued privately for it since 
1979. He quickly followed up with de- 
regulation of interest rates, removal of 
most differential treatment between 
financial institutions, abolition of the 
reserve-assets ratio system of control- 
ling bank and other finance-institu- 
tion lending and opening up the 
foreign-investment market. 

During the latter months of the year, 
expectations of a slight revaluation (or 
a float which gave the same initial re- 
sult), coupled with high interest rates, 
attracted heavy inflows of foreign 
money, mostly from Australia, but also 
from Japan, totalling some NZ$1.5 bil- 
lion. By mid-January, however, the 
market was almost universally expect- 
ing a float to mean a drop in the cur- 
rency's value. From then on, specula- 
tion of a float in March intensified, 
until by the last week of February it 
had been virtually accepted as a cer- 
tainty. 

Douglas, following the Treasury's 
thinking, had intended to float only 
when the market had become more 
used to operating in the freer environ- 
ment and when the budget deficit and 
inflation had eased enough to bring in- 
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Lange; Douglas: taxpayers no longer hostage to speculators. 


terest rates — hovering around 20% in 
the latter half of February for 90-day 
bills — down toa level less attractive to 
foreign investors. That would also 
have left the currency less at risk to 
speculators. There were fears in the 
Treasury that high interest rates would 
hold the exchange rate higher than the 








underlying strength of the local dollar 
would suggest. 

All this led to the conclusion that the 
float would be in June. But in the last 
week of February, more than NZ$500 
million flowed out, as the corporate 
sector hedged and speculators gam- 
bled on an imminent float. On 28 Feb- 





COMPANIES 
Who will 
own what? 


Partners in a Philippine property 
giant want out, but cannot agree 
on how to divide the spoils 


By Jose Galang in Manila 


five-year squabble among part- 

ners in the major Philippine prop- 
erty developer Ortigas and Co. has bro- 
ken into the open, dragging long-time 
shareholder Hongkong and Shanghai 
Banking Corp. (HSBC) into an embar- 
rassing defence of its position. Disag- 
reement over the future of the partner- 
ship led to a decision to split up its as- 
sets among the partners. But the 
bank's role in the dispute is being chal- 
lenged, in part, on the grounds that as a 
foreign firm it should not own Philip- 
pine property. 

HSBC found itself embroiled in the 
feud — involving mainly members of 
the Ortigas family who own large 
chunks of the partnership — when the 
quarrelling factions decided to bring 
their case before the Securities and 
Exchange Commission (SEC) last year. 
The recently installed general manager 
of the bank, Anthony Dawson, has be- 


come the subject of new complaints 
filed by one of the warring groups. 
Dawson allegedly stalled resolution of 
the dispute late last year and one side is 
questioning the legality of certain 
activities here of HSBC and Dawson. 

Ortigas was set up in 1931 by the late 
Francisco Ortigas and some of his 
friends, including former Philippine 
president Manuel Quezon and indus- 
trialist Vicente Madrigal. Ortigas’ cap- 
ital has grown since then to P100 mil- 
lion (US$5.5 million) from P1.1 mil- 
lion. The partnership's principal assets 
include the 3,000-ha Mandaluyong Es- 
tate, east of Manila. The development 
of plush residences, industrial areas 
and shopping centres has raised 
Ortigas' value to several billion pesos, 
according to estimates. 

Ortigas is managed by five general 
partners: Francisco Ortigas Jr, Rafael 
Ortigas Jr, Joaquin Ramirez Jr, Man- 
uel Lozano Jr and Dawson. The first 
four are sons or grandsons of the 
founder. HSBC owns some 18% of the 
capital and the bank's top officer in 
Manila usually serves as one of the five 
general partners. There are also more 
than 200 limited partners. 

A new government policy on tax- 
ation of partnership incomes adopted 
in August 1980 led to the problems at 
Ortigas. The new measure provided for 
the taxing of not only distributed earn- 
ings but also retained income. Ortigas' 
partners agreed that the change had 
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began, on the eee of the para un 
E 1 that it was inevitable after what 
= id. already done by way of reform. 


Th: timing was dependent only upon 
oh ast. the administrative arrange- 







Reserve Bank deputy governor Rod 
Deane was sent to Britain to consult 


with New Zealand Prime Minister 


David Lange (there on an overse 
tour). Lange, saying he did not want 


the New Zealand taxpayer ever again. 
| to be hostage to speculators as in July, 


gave his approval. 


Reaction was mixed. Union leaders, 


made the partnership a less attractive 


vehicle of business and before the year. 
ended, had decided to convert Ortigas 
into a corporation. It was the means of- 


converting the partnership into a cor- 
poration that started the fight. In the 
first series of negotiations, family 
members could not agree on how the 





| partnership - — would be divided. 





Lozano (with limited partners 6 
some 42% of the total lim 


partners’ capital), the other led by | ].. 
Francisco and Rafael Ortigas (with 


limited partners accounting for 29.5% 


of total limited-partners' capital). The 


two groups eventually agreed to 
liquidate the partnership and create 


separate corporations, but still could: 


not agree on the division of assets. A 
third group — representing most of the 
rest of the limited partners — called for 
the dissolution of the partnership and 
the liquidation of all its assets. The 
general partners agreed to buy out 
this group — but again, not on how. 

According to some members of the 
clan, the rift among the general 
partners became so serious and rela- 
tions so strained that they could not 


agree on almost any business decision. Tr 
_ In February 1984, general partners | | 
Ramirez and' ;0gánio demanded, the E 
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added delayed REA Ni. A | 


. ments could be made, he said. By 27. 
February, those had been made and. 


capitalisation of the new corporation. 
| sed on the value of the CR. T 












ic : foreign. investors, notably the |. 
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hiti is R to say. how. 


" ‘he dispute split the Ortigas Gan in | 
"two: one side led by Ramirez and 


wages have been i io^ a 7% in- Z 
| crease in the wage round which began ; 4 






on. the currency exchanges was also 
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tion of Ortigas. A separate petition for 
the same SEC action was filed a month 
later by the third group (partners own- 


- ing 18% of total limited-partner's cap- 


ital, who had opted to sell out). 
The latter group, headed by limited 
partner Gerardo Lanuza, charged that 


— — among other things — the general 


partners of Ortigas had diverted 
ership funds into corporations in 


— which some of the general partners are 


officers and shareholders; that the 


'general partners set up in 1978 a realty 
_ company which was subsequently con- 


tracted to sell Ortigas properties, and 


- that the partnership paid P30 million 


to the firm in broker’s commissions; 
that some 7,000 m? of partnership 


property worth about P10.5 million 


was, in violation of company objec- 


— tives, “donated” to one of the general 


artners, and that though Ortigas no 
onger had property to develop, the 


ECONOMIC MONITOR 
The positive side 


Die rapidly intensifying trade 
frictions with the United States, 
the outlook for the Japanese economy 
continues to be positive. Quarter-to- 
quarter gross national product growth, 
which was slowed to 0.7% in July-Sep- 
tember 1984 by slower export growth 
and a temporary surge of oil imports 
related to a tax increase, is believed to 
have recovered sharply in October-De- 
cember. 

For the fiscal year ending 31 March, 
most forecasters now expect real 
growth in excess of the revised govern- 
ment forecast of 5.6%. That would be 
the highest growth since 1973, the 
year of the first oil shock. 

Growth in the coming 1985 fiscal 

ear will be at least a percentage point 
ower, largely because of slower US 
expansion. But a sudden collapse of 
growth in the face of trade or other 
problems now appears unlikely. Some 
of the more positive aspects of the 
short-term outlook are: 
€ EXPORTS. This sector is expected 
to grow moderately in the first quarter 
of the new fiscal year, after faltering in 
the current quarter. Excess US inven- 
tories of integrated circuits, videotape 


. recorders and other products will have 


been liquidated by the end of the quar- 
ter. Another factor inhibiting exports 
in the current period, the expected 
slowing down of car exports to the US, 
also seems to reflect seasonal factors. 
Because of the "voluntary restraint" 
on car shipments which has been in 


82 





ing of r ngs of some P155 
million in its books since 1978-79. 

The Lanuza group's petition also 
criticised Dawson's and HSBC's in- 
volvement in the partnership. It said 
that HSBC originally got involved 
with Ortigas with minimal sharehold- 
ings acquired through liquidations, 
and that as a foreign bank it could not 
legally be a managing or general part- 
ner in a partnership. (Dawson, as an 
individual, is not disqualified from be- 
coming a general partner, but he has 
been representing the interests of 
HSBC, the petition said, and "is merely 
an extension of the personality of the 
bank.") 





Fo its part, HSBC argues that it has 
been a major shareholder in the 
partnership from the beginning. Daw- 
son, who assumed his post at the bank 
in January 1984, also said that HSBC's 
licence — issued by the now-defunct 
Department of Commerce and Indus- 
try (whose registration functions were 
assumed by the SEC) — authorises it to 
engage in such businesses, rather than 


force since 1981, 
Japanese car- 
makers tend to 
ship fewer cars in 
the last quarter of 
a fiscal year. 

€ INFLATION. 
Rates remain low 
despite the impact 
on imports of the 
overvalued dollar 
and undervalued 
yen. This contrasts 
with the situation 
in some European 
countries, where 
undervaluation of 
local currencies 
has directly af- 
fected prices of 
finished products. Japan’s apparent 
immunity to exchange-rate-induced 
inflationary pressures is attributed to 
the “shock-absorber” effect of the 
country's import structure. The bulk of 
imports are raw materials, for which 
price increases can be absorbed by 
manufacturers. For oil and some other 


major commodities, exchange-rate 
shifts are offset by price de- 
clines. 


è LONG-TERM INTEREST RATES. 
These rates began to edge upwards late 
in 1984. These increases are not expect- 
ed to directly affect investment by in- 
dustry, since companies concerned 
with the growth sectors of the economy 
are flush with funds and can finance 

















Japanese car factory: expected export slowdown. 


restricting it to banking operations as 


provided under the current General 
Banking Act. HSBC also said it ac- 
quired interests in Ortigas before the 
Philippine Constitution of 1935, which 
provided that existing foreign invest- 
ment in land or other natural resources 
would be recognised. It also noted that 
Dawson was not merely an extension 
of its personality, since he became à 
general partner by election. 

The dispute was almost settled in 
September 1984, when it was agreed 
that the partnership would buy out the 
Ramirez-Lozano and Lanuza groups. 
The assets to be used for this purpose 
were listed in documents drafted by a 
lawyer, and also stipulated that upon 
the document's formalisation, all SEC 
charges against Ortigas partners 
would be dropped. But signatures of 
all key representatives of the limited 
partners, and of all the general 
partners, were required — and Daw- 
son refused to sign. 

According to informed sources, he 
insisted that the family members 
should resolve their differences with- 
out the participation of other parties. 





(1980— 


Industrial production 





Labour productivity 122.1. 
Real earnings in industry 105.9 
Retail sales 12:2 
Wholesale prices 101.1 
Consumer prices 3. 






Note: Figures for industry earnings and pro- 
ductivity are for November and October 
1984, respectively. Wholesale price figures 
are for January 1985. All oben are for 
December 1984. 
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investments largely from internal re- 
sources. Bankruptcies in declining 
economic sectors continue to run at 
high levels, but most analysts see this 
as an indicator of continuing struc- 
tural change, rather than a sign of 
weakness. 

è PRIVATE CONSUMPTION. This com- 
prises the largest source of domestic de- 
mand in the economy, where some im- 
provement is seen after the annual 
spring wage negotiations (shunto). 
Shunto wage settlements are expected 
to marginally exceed 5%, against 
awards of 4.4% and 4.46% in the past 
two years. The better outlook here, 
which includes summiér bonuses, te- 
flects an upturn in labour-market 
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| Nearly fiv months after that stale- 


. ruary, it asked for appointment of a re- 
_ceiver for Ortigas to allow the Sep- 
 tember agreement to be carried out. 


m _The group. complained that Dawson 
had violated his entry visa by being a 
partner and operating official (vice- 


` president) in Ortigas, as his visa only 
allows him to act for HSBC. , 
The Review has also learned that 


-HSBC has offered to buy 250 million - 


- worth of shares from the complaining 
. groups in Ortigas — P30 million from 


: : ^ the Ramirez-Lozano group and P20 
^4. million from the Lanuza group. Butthe 





nk wants to be paid not in land but 


ES in receivables (that the groups would 4 |. 


be getting under the compromise 


. agreement). With the new complaints | | 
filed against HSBC, which were to be 





heard by the SEC starting on 4 March, 


| the deadlock continues. "m 





conditions and healthy corporate pro- Í 


fits. 


| € THE LABOUR MARKET. The job | x 
seekers/vacancies ratio reached a |] >. 
. two-year high (0.67%) at end- |. 


1984. 


. @ CORPORATE PROFITS. According to 
... asurvey by the Bank of Japan (the cen- - 
` < tral bank), to be published this month, _ 
— there will be a small seasonally ad-- 
justed upturn in the first half of the 


new fiscal year (April-September), 





A ou look for trade relations with the US IE 
. . Àsdark, largely because of Japan's ap- | |- 
: nt failure to accommodate Wash- | 
on in negotiations on market ac- - 
for products such as tele- ||. 
munications, pharmaceuticals and | 





ocessed timber. The introduction 


| of an import surcharge by. Wash- | | 
| ington, either globally or (conceivably) | 
against Japan only, could force a dras- | | 


tic revision of the outlook for exports, 
which in turn could affect assumptions 


about capital investment by Japanese | | 


industry. 
Even if this should happen, Japan is 
unlikely to befaced with a replay of the 
events of 1981-82 when the collapse of 
. exports led to full-scale recession. The 
Spectacular growth of exports to China. 
-= now the. second- -biggest driving 


. force for overseas sales — is one com- 


pensating factor for the dangers that 


. mate, the Lanuza group decided to 
 . , press its case with the SEC. In Feb- | 
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Japan is increasingly irked by US doubts over the promised 
liberalisation of its telecommunications industry 


By Charles Smith in Tokyo 


elecommunications is emerging as 
the crucial sector in the current 
round of United States-Japan bilat- 
eral trade negotiations — at least in 
terms of the bitterness being generated 
on both sides. US trade officials have 
repeatedly accused Japan during the 
past few weeks of trying to erect a new 
system of controls over its industry, in 
the guise of liberalisation measures 
that will ostensibly end the privileges 
of Nippon Telegraph and Telephone 
Public Corp. (NTT), the state telecom- 
munications entity. Japan has begun to 
claim that the way the US has ap- 
proached the issue amounts to attempt- 
ed intervention in its domestic affairs. 
On the Japanese side, some of the 
most bitter comments to date were 
made at a 1 March press conference, 
when the minister of posts and tele- 
communications accused Washington 


Bank Islam in the black 


Malaysia's newest commercial bank, 
Bank Islam Malaysia, has reported a 
M$2.23 million (US$864,341) pre-tax 
profit for its first six-month ope- 
rational period ended 31 Dec. 1984. 
Board chairman Tan Sri Mohar 
Badiozaman said, however, that the 
overall results in the bank's first 
year of operation would show a 
M$1:8 million loss, as a result of ex- 
pensive staff training and start-up 
costs for Malaysia's first experiment 
in interest-free, dividend-less Is- 


lamic banking. Bank Islam has at- 
tracted accounts totalling, M$275 
million. 


—J4AMES CLAD 





of trying to alter existing Japanese 
legislation in a manner. which 
suggested that US officials thought 
“the Occupation was still in force.” 

Some progress was apparently made 
in bridging the gap when the US 
Under-Secretary for Commerce, 
Lionel Olmer, visited Tokyo on 5-6 
March. But the Olmer visit also 
pointed up even more dramatically the 
different perceptions each side seems 
to have of the other’s behaviour. The 
crunch over  telecommunications 
seems likely to come at the US-Japan 
sub-cabinet meeting in the week of 10 
March. 

The background to the dispute over 
telecommuni- 
cations is an at- 
tempt by Japan 
to create a new 
framework for 





















Selprop doubles profits 


Despite a general downturn in prop- 
erty business, Malaysia's Selangor 
Properties (Selprop) has reported 
pleasing results for the year ended 
31 Oct. 1984. Group pre-tax profits 
more than doubled to M$46.1 million 
(US$17.9 million) from 1983. At the 
parent-company level, pre-tax pro- 
fits jumped 88% to M$47.5 million. 
Selprop's largest undertaking, the 
massive Damansara Town Centre 
complex, is expected to bring in 
enough income in the current year to 
enable the company, Malaysia's 
largest listed property group, to re- 
main profitable. , — A CORRESPONDENT 
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lation providing for the privatisation 
of NTT was passed by the Diet in De- 
cember, but most of the details were 
left to be settled by officials of the 
Ministry of Posts and Telecommunica- 
tions (MPT). 

The US claims that the ministerial 
ordinances covering matters such as 
the inspection of telecommunications 
hardware and the operation of value 
added networks (VANs) which MPT 
officials have been drafting during the 
past few weeks, are far too cumber- 
some to allow genuinely free competi- 
tion — as well as heavily tilted towards 
the interests of NTT. 

As examples, they cite: 

» Under the old telecommunications 
monopoly, all telecommunications 
equipment used in Japan had to be ap- 
proved by NTT. The new system pro- 
vides for the establishment of an inde- 
pendent inspection authority, but the 
US says it doubts whether it will be 
truly independent, partly because rep- 
resentatives of Japanese — but not 
foreign — telecommunications com- 
panies may be eligible for secondment. 
Washington also questions some of the 
proposed inspection criteria. 












Lingui rises 
Malaysia's plantation-based Lingui 
Developments has followed the pat- 
tern of greatly improved results for 
the six months ended 31 Dec. 1984, 
with group pre-tax profits up 69% 
over the previous interim to M$2.8 
million (US$1.1 million). With turn- 
over reaching M$15.2 million owing 
to higher palm-oil prices and produc- 
tion, Lingui's after-tax gains have 
jumped 75% over the previous com- 
parable period to M$1.46 million. 
Lingui's directors warned that 
the current half-year will not be 
able to match posted returns. 
ae — JAMES CLAD 
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Telecommunications system; the Diet: confrontation looming. 








| : Salt provide à . ity tests 
as well as tests to ensure that equip- 


ment will not degrade the telephone 
network to which it is attached. Ame- 
rican officials say this has not proved 
necessary in the US and will generate 


extra costs and delays. Another testing | 












problem concerns the number of seals | 
which have to be attached to any piece | 


of equipment approved by the MPT 
(after the testing authority has 
finished its work). In the US, only one 
seal is required for one item of equip- 
ment: the MPT rules could make it 
necessary for up to five seals to be ob- 
tained for a single item — each from a 
different section of the ministry. 

» The provision of VAN services by 
private companies (in competition 
with NTT) will be an important part of 
the new liberalised telecommunica- 
tions set-up but the US thinks NTT 
may have an unfair advantage because 
private operators will have to rent NTT 
telephone lines before they can start 
providing their services. It wants a 
guarantee that NTT will not under- 
charge itself for m: 
lines used in its 
own VAN ser- 
vices, shifting 
the cost burden 





Waltons trims losses 


Australian retail group Waltons 
Bond claims to have “turned the 
corner” after a sharply reduced pre- 
tax loss in the half-year to 31 Jan., 
down to A$2.1 million (US$1.5 mil- 
lion) from  A$6.9 million (after 
capitalising A$4.2 million in interest) 
a year earlier. 

The result was achieved despite a 
17.8%” decline in sales to A$164.85 
million, reflecting  rationalisation 
within. the group. Chairman Eric 
Greenhalgh said activity had picked 
up during the Christmas period, and 
an improvement was also expected in 
the current half. — HAMISH McDONALD 
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e US also claims to be worried 


about the system proposed by the MPT 
for discriminating between small and 
large VAN services. Under the MPT 
plan, applications to establish general 
services using the equivalent of less 
than 500 standard telephone lines 
(lines carrying 1,200 bytes of informa- 
tion a second) will be approved au- 


tomatically but applications to start? 


larger "special" VAN networks will be 
subject to extremely rigorous vetting, 


The US claims this is another device to T 


protect NTT, which will be heavily in- 
volved in the provision of special or 
nationwide VAN systems. It is askin 
for a change in the criteria for speci 
services which would place almost all 
applications in the general category, or 
for the abolition of any distinctions be- 
tween different types of service : 
S officials say they are “not op- 
timistic” that Japan will meet their 
demands for changes in the ministerial 
ordinances before the system comes 
into force on 1 April, but the impres- 
sion is also being en- 
couraged that Wash- 


ington will react 
"very seriously in- 
deed" if no conces- 


sions are made. One 
possible result of a 
breakdown of the 


by the US in other 


countries have con- 
flicting trade Mm- 
terests 


Some American of- 
ficials even hint that 
Japanese  foot-drag- 
ging over telecom- 
munications could 
damage the political 
relationship between 
the two countries. The 
recent refusal of some 
prominent US per- 
sonalities to meet visiting Japanese 
VIPs is seen as ominous in this respect, 
Equally worrying have been shifts of 
position by some traditionally free- 
trading US industries on the issue of 
trade relations with Japan 

US officials say that major resource 
industries such as paper and pulp, 
which have traditionally used their 
lobbying power to oppose restrictions 
on imports of Japanese manufactured 
goods (such as cars), have shifted to the 
opposite side of the argument in the 
past month or two. More shifts could 
occur in future. 

The Japanese response to US “warn- 
ings” of these kinds has been to point 
out that, while telecommunications 
may be a political issue in Washington, 
the implementation of the new tele- 
communications law is a matter on 
which bureaucrats will have the final 
say so far as Tokyo is concerned. pJ 
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talks could be even ~ 
greater intransigence 


areas where the two- 

























i SLLED Ao dn on Wall Street andi in London, most markets in Asia posted ad- 
dt 4 Mar. Exceptions were the Philippines and New Zealand, with 


po f more than a cyclical bear run. 












les "losing ofi tal em up on the previous 
d finish atl, 399. 46 points. Wheelock Mar- 






ers taking stock of their positions. Take- 


pening market: sentiment. Daily turn- 
averaged HK$326.99 million (US$41.9 mil- 
hough some HK$500 million ‘changed 
on 1 Mar. on fresh takeover speculation. 


ZEALAND: Rising. short- term interest 


New Zealand dollar culminated in a down- 
reak in mid-period. However, with little 
bout, the return of buyers saw prices off 
ttom, helped by the weekend announce- 
of the long-awaited currency float. Invest- 


flow in from offshore and the d Mar. tax 


d he upward. movement of Australian 
prices. Prices fluctuated widely in the 
with gold stocks dropping rapidly. The 
ng out of the Australian dollar's fall 
some profit-taking in resource stocks. 
'uraged by rises on foreign markets, Aus- 
bourses resumed their upward trend, 
wed takeover play around food proces- 
ributing heavily to turnover. The Aus- 





cided to suspend collection of member- 


d stockbrokers.. 
worth P7.18 million 
ed hands. Volume went below the 20 mil- 


an the P1 million level twice. Overall, ‘the only 
pport came from an 85.4 million-share deal in 

odrill and a big transaelion in Insular Bank 
Asia shares worth. P2 million. The. mining 


industrial index. appreciated, 0.74 of a 


hote. ‘An early rise was hot Austamed: in 1 the 
ce of new incentives. ‘Advancing stocks 








ner in the period. Losers included: Siar 


ours over J jardine Matheson and Hong- ! 


nd uncertainty over the anticipated float 


w look for interest rates to come off as- 


(US$61.8 million). 


il-Ordinaries Index rose 8.8 points to 

r the period to remain close to record 
le the All-Resources Index edged over. 
ary d base of 500 to end: up at 505.1 1, a 


certain other fees and also to refund fee | 
is already made to avoid closures” of- 
Only 164.652 million. | 
(US$422,353).- 


ion-share mark four times and value was less. 


dex.slipped 29.27 7 points to 706.07, the com- | 


414.71 while: the oil index Moe c 0. 025 


declining ones by 23 to 16. while 56 coun- 
emained unchanged. The Book: ‘Club Index | 
* by 0.42 of a point to close at. 125.35. The | 
ormant Siam Insulator was the biggest- 


zens Corp. Total turnover amounted to 1. 26 mil- 
lion shares, worth some Baht 266.4 million 


. (US$9.5 million). The iud A volume was 
Baht 53.28 million. : 


SINGAPORE: Punters came back in force after 


the Lunar New Year holidays and the market re- 


bounded, raising hopes of a sustained rally. The 


Fraser's Industrial Index jumped 210.44 points 
during the period to close at 4,756.92 points on 4 


Mar. Turnover almost tripled with the daily 

average for the period amounting to 21.2 million 
. shares. Market sentiment.appeared to have been 
boosted in anticipation of a favourable budget. 


Institutional investors also appeared to have 
brought in some money to buy local stocks consi- 
dered cheap at prevailing levels. 


KUALA LUMPUR: The period closed on a dis- 


tinctly stronger note with turnover rising sharp- 
ly as investors responded to both encouraging 
overseas trends, especially from New York, and 
to a government-imposed. ‘moratorium on new 


listings to allow more funds to be channelled into 


the market. Fraser’s Index climbed 109 points, 
while daily turnover grew from 9.1 million to 


18.6 million shares. Total turnover reached 72.2 
M$159.4 million | 


million shares. valued. at 


TOKYO: Continued surge on the Tokyo Stock 
-Exchange made investors cautious towards the 
| end of the period and rumours spread that the- 
-exchange would tighten margin controls to cool 
trading down. The Nikkei-Dow Jones Average 
marked a consecutive five- : 
points on 4 Mar. 





ay rise to.12,509.01 


12,467.38 on. 5 Mar. Daily trading volumes were 
up, averaging 493 million shares. Strong trading 


o. | ^| in financials by special designated money trusts 
Business was so anaemic that the city 


kept the market high. 


| SEOUL: The market was dominated by a wait- |. 1 
' and-see attitude, following the bank receiver- | , 


ship of Kukje-ICC Corp. Analysts, however, 


"were optimistic about a steady recovery, citing 


prospects of new investment flowing from the 


US$30 million new trust fund for foreigners 
. (REVIEW, 
declined to about 9.72 million shares, the compo- 
site index gained 0.8 of a point to close the period E 
at 135.35. 


7 Mar.). Although daily average volume 


TAIPEI: Prices made a modest gain on the period, 


with the weighted price index closing at 786.69, 
| up 8.05 points from the previous close. Although +4 
1oderate at NT$549 p 
ding volume on 4 | 
ord high this year. | 
- The burst of market activity, which resulted ina | 
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one-day decline of 5.2 points in the index, came |. ia 


as three government-owned banks took over the. 


management of troubled Cathay Investment an: 
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Manila Mining Index 


26 Feb. 4,474.98 
27 Feb. 1,462.83 
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Change on week = 0.79% 
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e The People's 
— Republic of China 
— — Year-Book 1984 


e 
12 colour illustrations, 
100 b/w illustrations and 
ll the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 
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"he 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 
What is it? 

The result of thousands of man-hours, the People's Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
ledicated professionals who know China intimately. The 
'esult is a book of unmatched breadth and depth. 

Who needs it? 

Completely indexed, the People's Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
it your immediate disposal. The book is essential to 
usinessmen, financiers, students, professors and virtually 
nyone with a need to know or a keen interest in China of 
oday. Liberal use of charts, maps, tables and colour 

bhotos makes the book enjoyable as well as informative 
'eading. 

How to get it 

Order your copy(s) now by simply completing the coupon 
'elow and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
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The Annals of 
China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 





This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 

What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register. completely dependable and well documented. 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 
Simply complete the coupon below today and send together 


with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


| Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. | 
A) O Please send ........ copy(s) of | B) O Please send ........ copy(s) of. | Buy both and save US$25 | 
B The People's Republic of | The Annals of China's | 

1 MA China Year-Book 1984 for Enterprise Register 1984 for | C) O Please send ........ set(s) of both | 
r which I enclose US$75 per which I enclose US$80 per The People's Republic of China | 
f n d copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 

+ E add US$10. for airmail add US$12. for airmail | China’s Enterprise Register 1984 | 
| delivery add US$22. | delivery add US$25. for which I enclose US$130 per 

| | set. For surface mail delivery add | 
/ eend'ib Nae: | US$22, for airmail delivery add 
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. sation are all taking part 


I: 1966, the Japanese Government 
started building the Tsukuba Re- 
search Campus City (Tsukuba Ken- 
kyu Gakuen) in the flatland forest 
and fields of the Kokai River basin, 
50 km northeast of Tokyo. Japan en- 
visaged its own Silicon Valley as "the 


' science and technology Mecca of the 


world." Some 10,000 government and 
corporate scientists currently work 
at two national universities and 43 
research facilities in this centre of re- 
search and higher education. 

Now, a mini-city of space-age 
buildings is rising on a 102-ha site on 
Tsukuba's outskirts, where once only 
red pines grew. Expo '85 (Kagaku 
Banpaku) is an optimistic look at how 
life in the 21st century will be af- 
fected by technology — with a hint of 
Disneyland. The stated aim of this 
special-category world's fair is “to 
bring together technologically ad- 
vanced countries, as well as countries 
where science and technology are not 
as advanced, so that 
they can share the sci- 
ence and technology as- 
sociated with their re- 
spective history, values, 
culture and traditions." 

The Japanese Govern- 
ment, Ibaraki prefec- 
ture, 28 corporations, 47 
foreign countries and 37 
international organisa- 
tions such as the United 
Nations, Asian Deve- 
lopment Bank and 
World Tourism Organi- 


in the international ex- 
position. H. L.H. the 
Crown Prince Akihito, 
honorary president of 
the international 


Most exhibits at Expo '85, which 
runs to 16 September, appear to have 
little connection with the stated 
theme, Dwellings and Surroundings: 
Science and Technology for Man at 
Home. Japan Air Lines will show off 
its experimental magnetic-levitation 
High-Speed Surface Transport 
(HSST) train. Sony's Jumbo Tron — a 


, 14-storey, high-resolution TV screen 


— is among the other exhibits. ' 
Pacific-area exhibitors include 
Australia, Canada, China, Sri Lanka, 
Pakistan, Indonesia, South Korea, 
Nepal, Kiribati, Tonga, Tuvalu, 
Papua New Guinea, Western Samoa, 
Brunei, Solomon Islands, Nauru and 


, Fiji. To encourage less-developed 


countries to participate, the exposi- 
tion corporation offered lower rates 
for pavilions. Displays of less than 
200 m? are free. 





Even non-participating countries 


will have their hour on stage. Images 
of their rulers and statesmen and 


views of their countries will be trans- 
mitted by satellite to Sony's Jumbo 
Tron for This is my Country and Na- 
tional Day programmes. 

But this is Japan's show. The 28 
dramatic, futuristic corporate pavil- 
ions, built at a cost of ¥3-5 billion 
(US$11.45-19.08 million) each, will be 
the star attractions. Many offer large- 
and multi-screen presentations and 
three-dimensional shows, including 
the world's first dome screen 3-D. 
Other exhibits reflect the Japanese 
affinity for — and advanced develop- 
ment of — robotics: robots play the 
organ, draw portraits in minutes, 
sculpt ice blocks, climb trees and 
walk on two or four legs. In the Fuyo 
Robot Theatre, brightly coloured 
robots perform skits (even clearing 
stage sets and cleaning up after), 
dance, play soccer games with child- 
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ex- |Tsukuba: a 21st-century view and a touch of 
position, will attend of- 
ficial opening ceremonies on 17 
March 





ren and learn to respond to their com- 
mands. 

The world’s largest computer, 
FACOM M380, broadcasts the news 
in four languages — English, French, 
German and Japanese — translating 
meanings rather than literally. 


T he Japanese Government is spend- 
ing ¥36.5 billion for its Theme 
Pavilion, History Pavilion, Science 
Playland, the Information Plaza and 
Tsukuba Expo Centre, a permanent 
facility in the centre of Tsukuba Sci- 
ence City. The most dramatic exhibit 
is a “hydroponic” tomato plant grow- 
ing in water and fertilisers. Sunlight 
from the pavilion's rooftop is guided 
to the plant through optical fibres, 
From a single seed planted in October 
1983, it is expected to grow to 10 m 
high and bear 10,000 fruit during 
Expo '85. 

For those Japanese who can- 
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not make it, all 
the fun of the 
fair will be 
shown in view- 
ing rooms at 10 
satellite sites around the country. 

Expo '85 is not a product market, 
but an exercise in entertainment and 
education, with a good bit of public 
relations thrown in — corporations 
have been asked to avoid the appear- 
ance of blatant commercialism. Or- 
ganisers anticipate 20 million Japan- 
ese — no doubt realistic — and 1.2 
million foreign visitors. 

Most visitors will commute the 80 
minutes from Tokyo. The First Inn 
Tsukuba, Japan's largest capsule 
hotel with 4,800 railway-berth-sized 
rooms stacked like coffins, has 
opened 10 km from the site. It will be 
dismantled after the fair and sold in 
sections in Japan, South Korea and 
China. 

Of the ¥645 billion budgeted for 
the project, ¥440 billion 
is going to related pro- 
jects: ¥395 billion for 
freeways (the Joban ex- 
pressway, linked to the 
Tokyo expressway); 
¥45 billion for roads, 
sewers, electrical sys- 
tems, harbours (a pas- 
senger facility at Oharai 
port for cruise ships 
from Hokkaido) and 
other infrastructure. 

Some ¥20 billion has 
come from foreign par- 
ticipants and ¥55 bil- 
lion from the private 
corporations participat- 
ing. Major funding 
comes from direct na- 
tional and local govern- 
ment subsidies, public 
lotteries and from horse and boat rac- 
ing. Operating costs for the six- 
month fair will be ¥44 billion. Of 
this, ¥32 billion should be re- 
turned by gate receipts and souvenir 
sales. 

Previous world expositions have 
left such grandiose legacies as Lon- 
don's Crystal Palace, the Eiffel Tower 
and Seattle's Space Needle. Tsuku- 
ba's will be less. dramatic, though 
more practical. 

A South Korean enterprise is in- 
terested in the Jumbo Tron; Fujitsu's 
Fanuc Man robot (the world's largest 
humanoid) and computers will go 
back to the factory and the HSST will 
be packed up for more testing, and 
displayed at Expo '86 in Vancouver. 
All pavilions will be demolished and 
the land will revert to Ibaraki prefec- 
ture to be used as an industrial park. 
For the practical Japanese, that will. 
be enough. — GARRY MARCHANT 
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Automatic Dialing Call Conferencing Speakerphone/On-Hook Dialing 
Frequently called numbers can be dialed Simply by pushing buttons, you can bring Lets you talk with your hands free, and 
automatically, Saves time, eliminates together an outside caller and several of allows group listening. You can also place 


mistakes. your own staff, for a conference call. calls without lifting the receiver 








Toll Restriction Automatic Hold Reminder 
Prevents unauthorized toll calls. You can Your caller will never be forgotten. 
program which stations are allowed to because Strata signals you when a caller 
make long distance calls. has been left on hold too long 


Get efficiency no ordinary phone can match with 
Toshiba’s Strata Series Electronic Key Telephone System. 
With just the touch of a button, you can operate a number of handy, time-saving features. 
And Strata requires only 1/4 the installation time of a traditional business telephone system. 
Best of all, it’s built by Toshiba, a world leader in electronics. So you know it’s reliable. 
Toshiba Strata — efficiency at your fingertips. 


TOSHIB 


TOSHIBA CORPORATION œo «s 


DATA DYNAMICS PTE. LTD.: 149 Rochor Road #04-06/07, Fu Lu Shou Complex, Singapore 0718 Tel: 3365577 
ANUGRAH JAYA LIBRATA P.T.: JI. Bandengan Utara No. 14-H, Jakarta, Indonesia Tel: 677076, 670875, 677510 
TAISHIBA BUSINESS MACHINES CORPORATION: 7th FI., 178, Sec. 2, Nanking E. Rd., Taipei, Taiwan Tel (02) 521 3361 
TELE DYNAMICS SDN. BHD.: 51, Jalan SS21/568, Damansara Utama, Petaling Jaya, Malaysia Tel: 787115 

CHEVALIER (OA) LIMITED: Rm. 1004-1006, 10/F Energy Plaza, 92 Granville Road, Kowloon, Hong Kong Tel: 3-693783 





TÆNDE 


Australia’s 
most exciting 
redevelopment 


property 
Cold Coast, 
Queensland. 


The Broadbeach International 
Hotel, a unique property of 

5 acres, overlooking the beach 
in Australia’s premier 
convention and resort city. 


As one of the area's original, landmark resort hotels, 
it occupies rarely available and irreplaceable real 
estate. 

Situated opposite the new Conrad International 
Hotel and Casino and only minutes from Surfers 
Paradise, this highly successful Hotel Complex offers 
unlimited scope for any tourist orientated 
redevelopment project. 

Full information, including brochure is available 
through the sole selling agent — 


















Baillieuk errs 
AUSTRALIA 
ACROSS THE NATION — AROUND THE WORLD 


BAILLIEU BEAN O'REILLY PTY. LTO. GOLD COAST. Phone (075) 38 8144. 

BAILLIEU SHARP MUSGRAVE PTY. LTD. BRISBANE. Phone (07) 229 1577. 

BAILLIEU ALLARD REAL ESTATE LTD. MELBOURNE. Phone (03) 602 5722. 

KNIGHT FRANK KAN & BAILLIEU. HONG KONG. Phone 5 216 380. 

KNIGHT FRANK CHEONG HOCK CHYE & BAILLIEU. SINGAPORE. Phone 222 1333. 

ALSO SYDNEY: ADELAIDE: HOBART; CANBERRA; PERTH. 

ASSOC. OFFICES: THE KNIGHT FRANK & RUTLEY GROUP LONDON, NEW YORK, 
BRUSSELS, PARIS, LAGOS, HARARE, GABORONE. — 


TENDERS CLOSE 3rd APRIL, 1985. 















Ful unlocks 


new opportunities. 


One key to international success is choosing the right financial institution 
You need solid assets, diversified services, experienced personnel, and a worldwide 1 


You need Fuji Bank, one of Japan’s largest. 


Our growing network covers 32 cities in 21 countries to help you anywhere, an 
Our over U.S. $110 billion in assets enable us to finance virtually any proje 
And our experienced international staff can provide you with a wide 


range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 
Overseas Network 





Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shangha 
Sydney, Melbourne, Brisbane, London, Düsseldorf, Frankfurt, Zurich, Luxembourg, Par 
Madrid. Bahrain. Tehran. New York. Los Angeles, Chicago Houston. Seattle. San Francis 


Atlanta, Miami, Toronto, Mexico City, Sao Paul 


Walter E. Heller & Company, Walter E. Heller Overseas Corporat 


BOOKS EXTRA 
A PROUD PICTORIAL TRIBUTE 


A Salute to Singapore published by | written — and well illustrated. 
The Times of Singapore. S$75 The chapter headings are a salute | 
(US$33). to nation building in themselves, in- | 

fused with that quaintly old- 


W ith a title like A Salute to Singa- | fashioned air of boy-scout jam- 











pore and an inside cover bearing | borees: “Separation — Going it | 
the quotation “To look back to the | Alone,” “Singapore be N 
past with pride, to the future with Proud," and so on. Vi 









But it is the photo- 
graphs that save the | 
book from instant obli- 
vion. (The captions are 
another matter; what to 
| make of such cuteness as 

"East and West come to- 
gether in his masks: 

among them street opera 

faces, a dragon, and — 


confidence. . ." one's first instinct 
is to throw this coffee- ALA 
table book into the [ TN 
nearest available waste- 
paper basket. 

If one has resisted this 


urge to begin with, the | 
fawning introduction by ay 
James Michener, the i 


chronicler of romance 
under the palm trees, | oh-oh — Donald Duck.") 
will encourage not just a l The photographs, as 
rejection but immediate | Rain-forest kingfisher... said, are good, though. 
destruction of the book. cz And so they should be, as 
And yet, as far as these glossy | the combined funds of Kodak, Singa- 
public relations jobs go, it is not a pore Airlines, the Singapore Tourist 
bad book. The historical essay by | Promotion Board and others, have 
Anthony Lawrence, though so care- | lured some of the world’s best photo- 
ful to avoid discomfort to the powers | graphers to salute the city state. It < 
that be that it borders on sycophan- | shows what money can buy. 
cy, is at least informative and well | — IAN BURUMA | A tai-chi master: saluting Singapore. 
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. COME TO SHERATON 
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COME TO HONG KONG .. 





| Hong Kong, the pearl of the Orient. is 
indeed one of the world’s rnost exciting 
| Mr - destinations. At the sheraton-Hong Kong 
| bu ^ Hotel, you will find the luxury, m ystery and 
£e" Sw enchantment of Asia with all the amenities 
; "A and comforts of the West. Newly renovated 

WELCOME TO SHERATON HOTELS : and glistening, the Sheraton awaits vou 


IN ASIA, AUSTRALIA & NEW ZEALAND. 
E——Ó——'————— 





SJ 
Sheraton- Hong Kong Hotel 


Hotels, inns & Resorts Worldwide 
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I LETTERS TO THE EDITOR Ec 


Denials and warnings 





rf the 
Chi 
The Moro National Liberation Front | the heels of the ar- erii 
(MNLF) categorically denies any in- | rest made by the p R 
volvement in the alleged kidnappingof | Bangsamoro Army \ 
the Filipino Bishop Federico Escaler | (BMA) of an Ame- 
and his companions [THE WEEK, 7 | rican, John Ro- | atter) 
Mar. ] binow, and West | ein 
According to our intelligence, the al- | German Helmuth Aquino. by the 
leged kidnapping was hatched at the | Herbst on 19 No- ! : B 
Southern Military Command Head- | vember 1984 in Indanan, Sulu, about | 
quarters in Zamboanga City under the | 240 km south of Zamboanga Cit, kno 
tutorship of Maj.-Gen. Delfin Castro The uncovered crimes of the Philip tary 
The operation was executed with pre- | pine military has a certain pattern | right 
cision, including the killing of two al- | which leads people to conclude that | lians al 
leged fishermen who were supposed to | these barbaric crimes originate from vith tl 
guide them through the area. The.ob- | one source, or at least from the sam: ntri 
jectives were supposed to school of thought ie. PI 
» Discredit the MNLF and label it The murder of Zamboanga City the CI 
with terrorism mayor., Cesar Climaco O1 14 Ferdin 
» Provoke conflict between the active | November 1984 in broad daylight in hip 
dissent of the Catholic church hierar- | the streets of Zamboanga is recent The 


chy on the one hand and the MNLF on 


the other, and create a backlash of | military operate. Firstly, the ambush | nan, Sı 
hatred by the local Christians against of a well-known Muslim police officer Robino 
the MNLF. Lieut Alih, on 10 October 1984 in the be) 
> Punish Bishop Escaler for his open | vicinity of the late mayor's residence: inusua 
dissent and criticism of the military | followed by another ambush in the hi í 
abuses on civilians same area of another well-known Mus- hi 

The attempt to discredit the MNLF | lim lawyer, attorney Alam; finally the horise 
and link it with terrorism follows on | military executed the plan to eliminate eade! al 


enough to correlate how the Philippine 


JIM BEAM 


The world’s 


best selling 
bourbon. 
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OCL-Leading the wa 


For 20 years OCL has been both 
pioneer and pace setter in 
international door-to-door delivery. 


Investment in equipment— 
ships, containers, port and inland 
facilities and the sophisticated 
computer systems to complement 
them — has been matched only by 
investment in people. 


OCL and its wide network of 
agents are staffed by experts 
dedicated to meeting the individual 
needs of today's shipper and 
planning for the future in an ever- 
changing world of international 
trade. 


OCL is leading the way in 
container shipping today and 
setting the pace for tomorrow. 


So wherever you want cargo 
delivered call OCL or its Agent first. 


Agents: 

Hong Kong -Swire Shipping (Agencies) Ltd. 
Japan-Swire Shipping. 

Singapore -Mansfield Container Shipping Pte. Ltd. 
Peninsular Malaysia (Kuala Lumpur)- 

Container Agencies Sdn. Bhd. 


Eu 


Q CL The Internation: 








n container shipping. 


to commit acts inimical to our revolu- 
tion. 

Despite the significant evidence ob- 
tained from the two hostages towards 
that scenario, the chairman of the 
MNLF, Nur Misuari, in deference to 
the request of the Organisation of the 
Islamic Conference (OIC) secretary- 
general Sharifuddin Pirzada to release 
the hostages for humanitarian reasons, 
issued an order to release the said hos- 
tages to the representative of the OIC. 

The MNLF takes this opportunity to 


warn legal political oppositionists, the 
civil and human-rights activists such 
as Bishop Escaler, the armed struggle 
of the National Democratic Front and 
Sandigan, the Ifugao minority and so 
on, not to fall for the Philippine Gov- 
ernment's manipulations and schemes 
to divide and rule, 


tion of the Marcos-military dictator- 





The rumour mill 


In the last sentence of my LETTER 
FROM VIENTIANE [14 Feb.], the phrase 
“according to rumours in Vientiane,” 
was omitted when referring to the pur- 
ported exodus of Soviet-trained Lao 
into Thailand. The way it appeared in- 
dicated it was a known fact, when this 
is not the case. 


Bangkok FRANCOIS NIVOLON 


Presumed puppets 


I have read the long list of possibilities 
Pakistan President Zia-ul Haq is con- 
sidering for the “elected” parliament 
[REviEW, 21 Feb.]. After banning politi- 
cal parties from participating in the 
elections, he is expecting members of 
the parliament to behave no better than 


ship. REDA MOHAMMAD 

Liaison Officer 
Jeddah Moro Nationa! Liberation Front 
puppets. In my opinion, he errs in 


evaluating the situation. 

Firstly, I think Pakistan is too ma- 
ture and too naturally political a place 
to be treated indefinitely as a subordi- 
nate regiment. Secondly, Zia must 
know that even generals bestowed 
with good luck do not last forever. 

I hope that the good harvests and re- 
mittances from abroad do not spread 
negatively and, though United States 
President Ronald Reagan may remain 
in power for some time to come, some 
relaxation in international tensions 
(for example, a pro-West India) could 
leave the US Government less opposed 
to Sindhi or Baluchi autonomy. Not to 
mention the millions of Afghan re- 
fugees, who, after some time, may 
show different loyalties. I believe that 
only a democratic Pakistan can save 
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Uncompromising 
standards of service. 
Superbly appointed 
guest rooms. Marble 
bathrooms. 
Unforgettable views 

of the Opera House 
and harbour. Nowhere 
else in Sydney will you 
find such perfection 
and style. 
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and weaken their | 
active resistance against the perpetua- | 
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Looking for America’s premier operating bank? 


Ask Société Générale de Banque how we balance the world for them every day. 


If your business involves the U.S. 
or U.S. dollars, Mellon Bank’s 
operating capabilities can give you 
a big advantage in many areas. 
When dollar clearing services 
became more complex at Société 
Générale de Banque/Generale 
Bankmaatschappij, Belgium’s 
largest bank, Mellon developed a 
custom-designed service called 
MULTICLEAR:" It automatically 
nets the daily dollar balances of 
branches and affiliates from 
Antwerp to Singapore, without 
zero balancing. 





Each branch retains the autonomy 
to manage its own foreign exchange 
position and maintains its individ- 
ual clearing-account balance, but 
MULTICLEAR minimizes the 
costly borrowing, idle balances and 
penalty fees that such flexibility 
usually entails. The savings can 
reach thousands of dollars a day. 


Available to banks and international 
corporations, the MULTICLEAR 
service provides a unique cost-allo- 
cation system which supplies all the 
information needed to fairly allocate 
clearing costs internally among 
branches and affiliates. 


Mellon Bank 


Mellon's unique combination of 
advanced technological systems and 
seasoned professional judgment has 
brought us international clients 
seeking innovative solutions—from 
airlines to manufacturers, from 
banks to oil companies, all around 
the world. 


To find out what America's premier 
operating bank can do for you, con- 
tact your nearest Mellon branch or 
representative office, or write: 
Mellon Bank International, 

Box 999, Wall Street Station, 

New York, NY 10268, USA. 


Member FDIC 
















fion may be a “skilful patchw 
but it is no more than a quil 
over an-unmade bed." I hope’ 
still a bed left to fit the quilt. - 
y est t Germany | SHAR 











Himalayar ties 
Bhutan and Nepal established aas ; 
sadorial-level relations on 12 August. 
1983 (Asia 1984 Yearbook), not. "aix qc 
months ago" as stated in BRIEFIN NG [31 a 
Jan.]. | 4 
"niin t 
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Crying wolf bn 
The writer of THE 5TH COLUMN [14 | Go 
Feb. Me seemed to be rather concerns “ba 

at Sing spl: 















“Oo earning” itself. e it 
" While he appeared to be comparing d 
the fortunes of three generals in Thai- - à dno 
land, Indonesia and Singapore, one |. nr s 
gains the imp ession that he was more D 
concerned at th 



















i wonder at his motives, | 
he was trying to put 





1983-84): 


gapore is a small country. Small 
is vulnerable. It has to look after itself. 
We do not have the numbers, so we try 
to make up with technology and a little- 
-hardware. And when our affluent 
young do not seem interested in de- 
-fence matters, and our politicians try 
to exhort them to the contrary, your 
writer says they are "sabre-rattling" 
and “talking like generals." 
Perhaps he was reading more into 
the subject than there actually was. 
Every country has a right to ensure its 
own defence, just as every householder 
has a right to put iron bars on the win- 
dows and padlocks on the doors. 
Singapore subscribes actively to the 









plan’s 















five-year plan. 





APPOINTMENTS 


INVESTMENT M, 


industrial Development Company financed by the 
Government of Bangladesh and four International 





p (Cologne), LF.C. (Washington) and LP. S (Geneva) 

seeks applications from suitably qualified _ 
candidates to fill the new post of investment 
Manager. Applicants should have had at least five 


Further details may be obtained from the Managing Director, 
Industrial Promotion & Developing Company of Bangladesh imited, 
E Dhakh, , Bangladesh. 


P.O. Box 41! 3 





P | programme, 1 x 

the REVIEW for its regular cov 

-;L:the subject. So little informa 
m “been. EA from the Indc 


EE of this s developm 


“the REVIEW'S recent. J 


eae thé. Repelit IH fried 19 J- 

as 500,000 families, and 
that it had proved “ over-ambitious.” 

| He noted that official statistics on | “** mo 

the number of people moved from Java | M bae 

| to the outer islands included a sub- 

stantial quota of spontaneous (not gov- 

ernment-sponsored) migrants. So the 

transmigration target was 

nowhere near being reached. 

. On the other hand, FOCUS [7 Feb. | 
reported that the Repelita III target 
| had been achieved and that President |. 
` Suharto wanted the transmigration of | | 
up to 800,000 families during the next dua 


As transmigration has already : con- 
sumed enormous amounts of develop- 
ment money, and is earmarked to re- 
ceive more in coming years, a good deal 
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| pi Feb] aa "the 
forts of the [Japanese] 
Agency to increas 
ority over how eo 
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Asia: It ds also a 
from the viol 


in a number of | 
societies today 


Japan 

























: establishment p “the pier onal 

Maritime industries Forum (IMIPF) 
among proposals tabled al an internatio 
shipbuilders". conference in MA gh 
(BRIEFING, Review, 14 Mar.) The IMIP | in 
fact well estalilished and was the source oi 
the proposals referred to. 
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years experience in developing financial packages 
and be able to adopt non traditional techniques 
for solving complex financing problems. The 
successful candidate will also be required to 
negotiate with other financing institutions and to 
monitor investments. The appointment will be 
initially for a period of two years. 









dinary computer systems take a 
very narrow view of your world. 





The extraordinary MAPPER System 
puts things in true perspective. 


Ordinary computer systems see you and MAPPER adapts to the way you work. The MAPPER System can be scaled for a 
your special business problems the way You and your people don’t have to be major corporation, for a single 
their programs tell them to. Which means computer experts to use MAPPER department, or for a growing business. 
they can’t see things quite right expertly. Far from it. Simple but powerful Before you invest in any ordinary 
That’s because computer programs are English commands get you what you computer system, invest a little time with 
either off-the-shelf — designed for some want. A word or two is usually enough. Sperry. Come see MAPPER in action — 
mythical ‘‘typical’’ business. Or they're As you insert and extract information, hands-on. 
custom-designed — created by an outsider freed from rigid procedures, you create 
who's unlikely to have a complete picture your program along the way. So you can 
of your business. make mistakes. Change your mind. Even 
But meet the Sperry MAPPER® System. alter your destination in mid-journey, 
It's truly an extension of your mind. MAPPER does more than work the JA 


Instead of confining you to any fixed way you work. It actually follows the way SPE RY 
program, MAPPER gives you carte you think. Ww 
blanche to create your own programs. 








Sperry ltd... ORG Systems, N.¥.P.D. Soedarpo Corporation, EDP Taiwan Incorporated, 
36/F., Sun Hung Kai Centre, Anand Bhavan, 33 Bhavan Lok, Electronic Data Processing Division, 4th Floor, Min Hwa Building, 
Wanchai, Hong Kong Vasant Vihar, Jalan Let. Jen. S. Parman Kav. 35, 150 Fu Hsing North Rd., 
Tel: 5-749311 New Delhi — 110057 India Slipi, Jakarta Barat, Indonesia Taipei, Republic of China 
Tix: 74516 UNIVAC HX Tel: 675317 Tel: 596701 Tel: 715 3933 
Tix: 031-2140 ORG IN Fix: 45867 DARCO IA Tix: 11169 GILBMAR 

Sperry Pte Lid., 
07-01, The Octagon, Summit Computer Co, Ltd., Pernas Trading Sdn Bhd., Uniphil Computer Corporation, 
105 Cecil St Bth Floor Silom Building, Computer Division, 2nd Floor, Don Jacinto Building, 
Singapore 0106 197/1 Silom Rd., Bangkok, Thailand 3rd Floor Annex Block, De La Rosa Cor Salcedo Sts., 
Tel: 2248333 Tel: 2334280 Jalan Raja Laut, Kuala Lumpur, Legaspi Village, Makati, Metro Manila, 
Tix: VACSIN RS 20844 Tix: 82709 SUMMIT TH Malaysia Philippines 

Tel: 932122 Tel: 851144 

Tix: 30340 PETRAD MA Tix: 075-66609 UNCC PH 

MAPPER is a trademark of Sperry Corporation Sperry Corporation 1984 
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sform, it he become clear that p prag- 
ah in control int Ghina. indeed, as the 






opie, even the fearful talk of how. 
rms will last is dying. The question . 
ar can they go? In FOCUS on China 
writers in China, Hongkong and 
ton the new pragmatism, in econo- 
military terms, in trade and in 
reunification - — policy. They also 
up ang the one area in which it fails 
ig eae 











1 writes Rot we 








: pags 50 T 
2 Australian Foreign Minister Bill 
| 3 light at the end of the 


| Aleaked policy paper reve 
the United States will co 
pressure for reforms in the Philip 
pines with continued support for | 
President Ferdinand Marcos. 





ers sayi itlooks like ared stop-light. 


: Hendkang: takes its first tentative 
steps towards some form of 
democracy in preparation for local 

| rule after reunification with China. 


| Page 109. 
j The. replacement of Malaysia's 
central bank governor shows the 





Page 18 | 

Indian Prime Minister Rajiv Gan- 

j dhi's Congress party falls short of. 

-| expectations in state assembly 
. elections. 


Page36  . : 
Singapore’s ruling People’ s Action i 
. Party opens the first session of the | limit the government is prepared 
. new parliament with a blistering | to place on the bank's 
| attack onthetwo opposition MPs. | dence. 


m 





— 





- CONTE ^ 


Painting: The colourful tradition of - 





























3 Regional Affairs peta art road show . 56 
god paint Power to the pem . 16 
ne more time . 17. 
India: Rajiv's slip i is showing 18 Business Affairs ! 
Foreign relations: The same Finance: Daim passes the reins 109 
language — 20 Budgets: Privately inclined in 
Hongkong: No home-coming 31 Singapore —_______.. 110 
Japan: Aliens need not apply ——. 32 | Industry: Building on plenty in 
*. Defence: Asean arms race? 32 Thailand 112 
Taiwan: Who called the shots? 34; India shifts gears . 114 
Pakistan: Zia's hijack justice —. 34| Trade: Europe's rules 
' Singapore: Not so velvet glove 36 on fakes. WESEL 
| Obituary: Denzil Peiris 1917-85 | 38 Easier said than done in | 
‘Indochina: Deadline on compromise — 50 Taipei. 116 
Less than a lesson id Markets: Breaking the drought 
Hongkong: One small step from | _ in Tokyo | 120 
colonial rule 0  .  ... 51 | Economies: New Zealand's 
Japan: Struggle at a stroke |... 52| barricades tumble 131 
Malaysia: Politics of ethnicity 54 | The race against time 132 
A party of his own 55 A selectively wider world be 
S | | Buying up the farm - 
d. | iation: Malaysia's discrimination 
: Arts ^ Society J | pod Malay 137 
Currencies: Shenzhen s rate of s 
56 es 150 | 


exchange 


m—"———————— — me db santana 


——M Ea Me rt "— 


indepen- 


m ! 
ernment has 
policies. 


Page 137 
A tax which d sc 
foreign airlines i: 
in Malaysia. 








Page 150 - 
Taiwan s s , 86€ onc 


Frane Change. i 
in A Mama a FOURNIS NEONAS ; 





Tom 
















Briefing A EEEN OOL E IAE ASIN 
Intellige: isea 18. 
The Waak eoa aspi een NM M Nai 15 
Travellers Tales 1. 48 
BOOKS. uus ded dte ua EE s 
The Hh Column ccm 118 

a Economic Monitor: Australia e- 138 
SPOT sce ee eet. dE 

M Company Results LL LLL s. 18 
Stockmarkets | NES AN 


Prices & Trends now 
Bearers Letter: Meung 


Ed 











































for Manion lorees 
uding martial music, shots 
red over graves at service- 
en's funerals and the serving 
'alcohgl in mess halls. De- 
fence Ministry Secretary- 
neral Tan Sri Mohamad 
sof also said that more than 
0 servicemen ‘had enrolled 
| that "ex- 
religious 













the Prophet. * 
-the same time, the gov- 
has circulated a di- 
orbidding women 
"servants from going to 
with their faces covered 
uslim tradition — on the 
; that they need 40 
mmunicate with the public 
| to be identifiable. 
| — JAMES CLAD 






: six years of 
dation between the high- 
evels of leadership of 
land China, a memoran- 
.of understanding was 
d in Lhasa on 7 March, 
ually agreeing to open the 
alese-Tibetan border for 











he final | agreement. Was 






eral of tourism, Janak 
pa, leader of a sev f- 
nber official delegation to 
iasa, and his Chinese coun- 
part. To begin with, foreign 
eus will be permitted to 
Zham, a Tibetan village 
r the border and 82 miles 













heast of Kathmandu 
ss the Kodari pass, where 
~§0-bed hotel has been 
~~ KEDAR MAN SINGH 
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Dismissed - from Orice — ‘an 
attack on which could be said 
to have been the first step in 
‘the Cultural Revolution — has 
een revived in Peking in com- 
yemoration of the 25th an- 
ifersary of its premiere. The 
lay was labelled a “poison- 
us weed" after an article 
published in the Shanghai 
Wen Hui Bao in late 1965 
under the name of its then 
editor, Yao Wenyuan, which 





ms the id of war- . 


ed by the Nepalese direc- 





|| on. the party. The d Was 


The Malaysian Government : 
eR 10 ) March announced that 

























would be discontinued — in- | 
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criticised the play as 


written by Wu Han, an histo- 


rian and expert on the Ming 


dynasty, who once served as 
vice-mayor of Peking (page 
59). 
The current performance at 
the Chinese People’s Political 


Consultative Conference Au- 
ditorium is being sponsored 


by the Peking Municipal com- 
mittee of the China Democra- 


tic League. The role of Hai Jui : 


was played by Ma Changli, an 
adopted son of Ma Lianliang, 
who portrayed Hai Jui in the 
original performance. 

— ROBERT DELFS 


| Bangkok and Peking 


move even closer 

Chinese President Li 
nian, on a six-day state visitto 
Thailand starting 11 March, 


re-affirmed Chinese support | 


for the anti-Vietnamese Cam- 
bodian coalition headed by 
Prince Norodom  Sihanouk 
and ruled out the possibility of 
a peaceful solution to the pro- 
tracted conflict unless the 
Vietnamese occupation army 
is withdrawn from Cambodia. 

Although this stance is well 
known, Li's visit clearly en- 
hanced the already favourable 
relations between Peking and 
Bangkok. Two agreements 


' were signed — one on the pro- 
tection of investments in the 


two countries, the other on es- 
tablishing a joint committee 
on economic cooperation. 

— PAISAL SRICHARATCHANYA 





“Macau will return to China 
two | 
systems" concept proposed for. 


under the "one country, 


reunifving Hongkong and 
Taiwan with the mainland, 
according to Xu Jiatun, direc- 
tor of the Hongkong branch of 
Xinhua newsagency, who vis- 
ited Macau on 10 March. This 
is the first time a Chinese offi- 
cial has made a policy state- 
ment on the future of Macau. 
Xu acknowledged that the 
problem of Hongkong's future 
had caused the people in 
Macau to worry about the fu- 
ture of their own territory. He 
. said the policy for solving the 
Hongkong question would 
also be applied to Macau, that 
is, Macau will be run by 
Macau people. He reiterated 
that the future of Macau; 
which is a Chinese territory 
under Portuguese administra- 
tion, would be solved by 
mutual negotiations "when 
the time is right.” ^ —EMILYLAU 





Xian- 


| Manila expected to- 


|the REVIEW that it 
stopped its trade 
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The Philippine Governm 


| cause- the . loans w Ww 
“purchases. 


gounterveling duties. | 
ome JAMES CLAD . 


lar 
wah and an employee were | 
charged | with conspi "àcy to E 
US$54 million. Also named. 
were HS ive people who have- 









sign debt programme | 


finally expected to sign 
layed US$925 million b 
facility as part of its del 
dE package by th 


ullo the 
tional crane 





own loan to Manila (RE! 
Mar.). Sources from NC 


after the government 
first moratorium. on 










This would 
tinue, the sources said. - .- 
~ GUY SACERDOTI 


Malaysian textiles fi ims 
accept benefit limi 


Pressed by their goverhiiant, - 
Malaysian textiles manufac- . 
turers last month quietly ac- 
cepted a "suspension agree- 
ment" with Washington as the | 
price for continuing sales to 
the United States. The suspen- 
sion agreement, signed on 1 
March, requires the textiles. 
manufacturers to refuse. 
further export benefits which | 
would invoke countervailing- 
duty action. These would in- 








¿elude central bank pre- and 


post-shipment refinancing, 
tax deduction of some costs 
and various export allow- 
ances. In return, the US has 
undertaken not to 


Former Dollar Credit 
officials charged 


Separate charges have been 
brought against former direc- - 


tors and employees of Hang 
Lung Bank and related depo- 
sit- -taking company Dollar 
Credit. Hang Lung was re- 


scued by"the Hongkong Gov- - 


ernment in 1983, a year after 
Dollar Credit went bust, 
owing other banks some 
HK$600 million (US$76.9 mil- 
lion). On.6 March, former Dol- 
Credit director Ko Kin- 


defraud ^ the 












impose | 






















































E partially | 
| guarantees in respect of loans 







x Brunei 
j 


billion), 
budget. The tunnel could be- 
come .the world’s whitest 





kong, -inel 
jar Credit c 
illy Yu and business- 
Mao Feng-siang —- to 
. companies Dollar 
‘made huge loans. On 12 
, former Hang Lung di- 
and general manager 
Hoi-kwong and an em- 
'e were charged with con- 
‘acy in 1982 to defraud 
g Lung of US$125 million. 
ò named in their absence 






















-4 were Yu, Mao.and Cheng Eng- 

| kuan, former managing direc- 

- | tor of Hang Lung. (In early 
Bi k | 1983 Lee and Cheng had been 

(NCB), which refused ta jo Gin. | 

the package, to arrange its 


allowed by Hongkong's bank- 


| ing commissioner to return to 
managing Hang Lung, which 


ad been the subject of a run 
mid-1982, after they had 
met personal 


to Dollar Credit.) | "E 
— PHILIP BOWRING 








has dwarded s 


month contract to. uper 
and extend its international 
airport to Leighton (Asia), an 
-construc- 
tion finn’ with interests in 


Australian-based - 





icona bui iding & and he re- 
novation of the existing termi- 
nal. Leighton recently - ac- 
quired a n To ‘stake in Ip- 
 comarine, firm. doing 
offshore oil Elbe the. 
other 50% is held by the Ma- 


laysian conglomerate, Promet. 
— JAMES CLAD 





construction- of a ^;5$:85-km 
undersea railway tunnel link- 
ing mainland Honshu with the 
northern island of Hokkaido. 
The Aomori-Hokkaido Seikan 
Tunnel has taken 21 years for 
the Japan Railway Construc- 

tion Corp. to complete (double 
the schedüled time) and has so 
far cost ¥689 billion (US$2.6 
triple the original 


elephant: Japan National 
-Railways has already cal- 
culated. that tunnel costs 


will not justify running a 


Shinkansen bullet train ser- 


vice, Current plans call for the 
SEE of an Athe funnel rail 









“must berbonm as wine the ground as it does in the air The F20 Tigeishask* 
demonstrated record of performance in the air is equalled only by its unsurpassed performance on the 
ground. The Tigershark is the most reliable and maintainable front-line fighter aircraft in the world. 
Backed by a ‘commitment to provide spare pa rts at an economical fixed cost per flying hour. This 
unprecedented commitment is based on our experience that sophisticated oho net can be 
reliable when they have been designed and built to be that way. 


From the ground up. 


ORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, California 90067 USA 
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MIT Executive Programs in 
Financial Management and Corporate 
Strategy 


MIT's Endicott House and Conference Center 








The MIT Executive Program in 
Financial Management 


June 23-28, 1985 


An intensive one-week program for corporate 
financial executives. The program presents 
the latest evidence on how financial markets 
work and how real and financial assets are 
valued. It describes the practical application 
of this knowledge to the major investment 
and financing decisions facing the corpora- 
tion, including capital investment decisions. 
liability management, valuing merger pro- 
posals, and the proper use of finance theory 
in strategic planning. The Program will be 
held at MIT's Endicott House and Conference 
Center. 


Detailed program description is available 
from the Chairman of the Program: 


Stewart C. Myers, Room E52-451 

Sloan School of Management 
Massachusetts Institute of Technology 
Cambridge, Massachusetts 02139 


Telephone: 617-253-6696 
Telex: 92-1473 
Cable: MIT CAM 


The MIT Executive Program in 
Corporate Strategy 


July 7-12, 1985 


An intensive one-week course designed to 
meet the needs of senior line managers and 
staff planners for an up-to-date understand- 
ing of corporate strategy and the necessary 
systems and processes for its successful 
implementation. The program presents the 
latest concepts and methodologies related to 
the development and implementation strat- 
egy given to the relationships of corporate 
strategy to corporate culture and organiza- 
tional structure, global strategic management, 
financial theory, and the strategy-technology 
interface. Afternoons will be dedicated to 
strategic management workshops, where par- 
ticipants will have the opportunity to address 
the tasks required to develop corporate, 
business, and functional strategies. The Pro- 
gram will be held at MIT's Endicott House 

and Conference Center. 


Detailed program description is available 
from the Chairman of the Program: 


Arnoldo C. Hax, Room E52-550 

Sloan School of Management 
Massachusetts Institute of Technology 
Cambridge, Massachusetts 02139 


Telephone: 617-253-4930 
Telex: 92-1473 
Cable: MIT CAM 


21 MARCH 1985 e FAR EASTERN ECONOMIC REVIEW 























: ealand-US dispute v witt 
But Australia appa 
vi eb to Mera : 





















| Tokyo d ducc come e under s Ji 
Japanese Government pi 
not to encourage local debate o 
nuclear issues by granting — — 
views to Japanese media on 
-Wellington'santi-nuclear ^ > 
policies. Since the Labour 
-government's row with the 
-United States broke out, the 
embassy has declined all 
interview requests though it has 
helped some Japanese reporters 
to get appointments in 





CAMBODIA 

Vietnamese troops seized the major 
camp of the resistance forces led by Prince 
Norodom Sihanouk (11 Mar .). 


Chinese frontier troops attacked Viet- 
namese positions along the border and de= 
stroyed their active strongholds, accord- 

_ing to a report on the evening TV news in 
Peking (8 Mar.). : 


HONGKONG 

Close to half a million people cast their 
ballots for the first territory -wide district- 
board elections (7 Mar.). 


INDIA 
Four people were killed and u others 
were injured when fresh election violence 
erupted in Andhra Pradesh state (8 Mar.). 
The government announced the release of 
top leaders of the main Sikh party, the 
 Akali Dal, from detention (11 Mar). 


MALAYSIA | 
New Zealand Prime Minister David 
Lange arrived for a visit (8 Mar.) | 


British. are | PE s to 














|J UE. Chan, at present deputy 
| secretary for general duties of the 
Hongkong Government, who 


s “non-nuclear i principles” do not 





MM 


the test of New Zealand's 
"non-nuclear policies" and is 
atallcosts to avoid a 


| public Siebel on the differences. 
| Partly as a result, there has been — 
a din ien g dearth of informed 


the Japanese | 
asoning and - 





gkong is implemented. The 





igand —— 
vealth Office), iss 


played a vital backroom role 


during the months of negotiations | 
| Wolfowitz is being considered a 


which led up to the agreement. 
Peking, which has decided on its 
five-man team (two of whom will 
be Ke Zaishuo, who was Wilson's 
opposite number for the joint 


s of New | Zealand's so E 


j R of the N 
J oint Liaison Group, which will 
consult and observe as the Sino- 
| British agreement on the future 


| of loans o extended t 
| Philippines by the ag 


| the World Banki 
| 2d such an ! 


| Secretary ri State forE Eas 









official Xinhua newsa ae 
Chan. In its view, he will : 
M igi. the third leg A the i 




















prompted the move. ] 




























and Pacific Affairs Paul 





areplacement for John H 
as ambassador to Indonesia. 
Holdridge is to retire from the 
post in mid-year. 
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NEPAL 


Police arrested 60 striking teachers. 


marching on Kathmandu to press a pay 
claim, à spokesman for the teachers said 


(10 Mar.). B 


PACIFIC | 

A French E was killed while 
dismantling a roadblock put up by 
Melanesian independent activists in 
northeastern New Caledonia (8 Mar.). A 
policeman was injured when stones were 
thrown at his patrol car in western New 
Caledonia (9 Mar.). 


PAKISTAN 

Five Indian Sikh separatists went on 
trial in Lahore charged with hijacking an 
Indian aircraft to Pakistan in 1981 (9 
Mar.) President Zia-ul Haq revived the 
constitution except for portions dealing 
with fundamental human rights, among 
other things (10 Mar.). 


PHILIPPINES 

The trial of the 26 men linked to the 
murder of Benigno Aquino was adjourned 
for one day after witnesses. failed to ap- 























pear (6 Mar.). Opposition leader Aquilino 
Pimentel was arrested on charges of 1 
bellion, police said (7 Mar.j. Groug 
posed to President Ferdinand Marcos n 
in the largest opposition convention in 
| years (10 Mar.). 


SOUTH KOREA 

For the first time in five years, the pre 
lifted a ban on opposition leaders 
Dae Jung and Kim Young Sam (7 M 
Political tension mounted as the hard-line 
opposition New Korea Democratic Party 
backed its leaders’ demand that Presiden 
Chun Doo Hwan should step down next 


year (8 Mar.). 


THAILAND 

Thai troops backed. by fighter- -b ombe "fs 
and artillery killed more than 60 Vietnat 
ese in fierce fighting in northeastern : 
land, a senior army officer said (6 Mar). 
Vietnamese troops crossing into 1 Thailand 
from Cambodia tried to seize a st 
hill in Thai territory trigger ing ai Ly 
artillery duel, the Thai military said of 
Mar.). Chinese President Li Xiannian ar- 
rived on an official visit (11 Mar). 
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New People's Army guerillas: growing communist insurgency. 








A Washington report lays bare US policy towards the Marcos regime 


Power to the palace 


By Nayan Chanda in Washington 


A 


leaked United States State De- 
partment policy document on 
the Philippines reveals that des- 
pite strong misgivings about the con- 
tinued rule of President Ferdinand 
Marcos, the US is planning to work 
with him and to use the incentives of in- 
creased economic and military aid, 
backed up by the threat of withdrawal 
of such support — which could lead to 
his fall — to push for democratisation 
and a more effective fight against com- 
munist insurgency. 

The report makes clear that Wash- 
ington will not tolerate the possibility 
of "a radicalised Philippines [which] 
would destabilise the whole region" 
and that it regards its bases there as 
being of "prime importance" since 
"fall-back positions would be much 
more expensive and less satisfac- 
tory." 

The National Security Study Direc- 
tive (NSSD), prepared by the State De- 
partment in November 1984, was the 
basis for the National Security Direc- 
tive that US President Ronald Reagan 
signed in January, which laid down US 
policy towards the Philippines 
(REVIEW, 31 Jan.). The secret NSSD re- 
port was obtained by Walden Bello of 
the Washington-based anti-Marcos 
group, the Philippines Support Com- 
mittee, and made available to the 
REVIEW. Describing the proposed at- 
tempt to remain friendly with the op- 
position while supporting Marcos as 
walking a "thin line," the NSSD notes 
that reforms supported by the US "are 
likely in the short run to weaken some 
bases of support for the current gov- 


16 








ernment, which will resist many of 
them." 

But it adds that "while President 
Marcos at this stage is part of the prob- 
lem he is also necessarily part of the 
solution. We need to be able to work 
with him and to try to influence him 
through a well-orchestrated policy of 
incentives and disincentives to set the 
stage for peaceful and eventual transi- 
tion to a successor government 
whenever that takes place. Marcos, for 
his part, will try to use us to remain in 
power indefinitely." 

Fully aware of the anti-American 
sentiment that is often aroused in the 
Philippines because of the US backing 
for Marcos, the document states: 
"Since appearances and the percep- 
tion of personal ties are a most impor- 
tant factor in the Philippines relations, 
US officials will have to take care not 
to appear too close to the Marcos re- 
gime. At the same time, of course, 
[they] will have to maintain a relation- 
ship which permits us to continue to 
exercise influence positively." 

The document lists 16 *high-priority 
changes" that are urgently needed to 
stave off political and economic de- 
stabilisation and says that “US 
policies must be linked to progress in 
all of them." The political changes that 
will be required to continue receiving 
US support include reform of presi- 
dential decree-making powers, in- 
stitutional changes in preparation for 
the 1986 local elections and the 1987 
presidential election, reform of the 
Commission on Election — the key to 
the control of election fraud, and a new 





election law which “at least" offers the 
same guarantees as those which appli- 
ed to the 1984 parliamentary elections. 
"Our assets, particularly at the people- 
to-people level . . . could be lost if we 
come to be seen as favouring a continu- 
ation of the Marcos regime to the ex- 
clusion of other democratic alterna- 
tives," says the report. 

Financial conditions include adher- 
ence to the International Monetary 
Fund programme, significant reduc- 
tion of government interference in ag- 
ricultural production and marketing 
and an end to monopoly capitalism, 
and a diminished role for public enter- 
prises in financial and industrial ac- 
tivities — or improvement in their per- 
formance, including accountability. 
Claiming that the Americans' econo- 
mic role should be that of "activists," 
the report suggests that "dialogue 
should be closely coordinated with the 
multilateral banks, [which] should 
have the lead." 


insist on restoration of professional, 

apolitical leadership in the armed 
forces in order to deal with the growing 
threat from the communist New Peo- 
ple's Army (NPA), widespread military 
abuses and poor training. It would in- 
crease the Economic Support Fund — 
part of the package agreed on as com- 
pensation for continued use by the US 
of the Clark air and Subic Bay naval 
bases — and request a new PL-480 
food-aid programme contingent upon 
implementation of the reform agen- 
da. 


I: the military field, the US would 
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bade pe 


stability, "continued | 
steady progress toward.} 
an insurgent communist 
takeover is a distinct pos 
sibility in the mid to long (E 
term, and possibly soon- . 
er."Itsaysthattoimpress | 
upon Marcos "the seri- 
ousness with which we 
view the insurgency and 
the deplorable state of his 
armed forces to deal with 
it, wemay need to provide 
private briefings for 
Marcos by a US military 
intelligence team. This 
would be a sensitive 
undertaking. Marcos is 
not uninformed about the 
NPA threat or the defi- 
ciency of the [armed 
forces] to deal with them. 
However, he is probably 
unwilling to admit either 
fully to the NPA threat or 
to the deficiencies of the 
[armed forces] because to 
do so would be an indict- 
ment. of his nearly 20 
years of rule." 

The US should offer to increase mili- 
tary assistance in such a way as to di- 
minish the chances of corruption and 
increase US influence over the Philip- 
pine armed forces. A boost in the mili- 
tary assistance programme rather than 
foreign military sales would “intro- 
duce a significant new element of US 
leverage" for reform, says the State 
Department document. It says the US 
should approach congress for Marshall 
Plan-type aid to the Philippines, con- 
ditional upon implementation of the 
proposed reforms. However, it stresses 
that "all proposals for new assistance 
should include benchmarks and dis- 
creet but plain deadlines for agree- 
ment in principle and execution in 
practice." 

The document implies that Marcos' 
failure to comply would lead to his col- 
lapse as the US would withhold sup- 
port, but any such action would be fol- 
lowed by warnings and intensified 
pressure. 

Finally, the US would “discreetly 
publicise the fact that cooperation is 
not forthcoming on matters important 
to the welfare and security of the 
Philippines. These signals should in- 
¢rease pressure on Marcos from the 
public, opposition, business leaders, 
and even from his own close associates. 
if economic assistance is not forthcom- 
ing, the deteriorating situation itself 
should increase the political and eco- 
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nomic pressures on Mar- 
cos.” 

Based on past experi- 
ence, the State Depart- 
ment expects Marcos to 
agree on the reforms and 
then fail to deliver. To 
guard against this, the 
US tactical approach 
would be clearly to define 


agreement in principle 
and acceptable perform- 
ance criteria, and to 
undertake periodic in- 
house evaluation of pro- 
gress. The document lays 
stress on private and 
public diplomacy in pres- 
suring Marcos. "A presi- 
dential letter would be 
key to setting the stage 
for linking increase in 
economic, military and 
financial assistance to 
major reform," it says. 
The letter Reagan sent to 
Marcos in January with 
the Assistant Secretary 
of State for East Asia and 
the Pacific Paul Wol- 
fowitz may have been 
that pace-setting mis- 
sive. 

Another move pro- 
posed in the document — 
spelling out US policy towards the 
Philippines through a high-level ad- 
ministration speech was im- 
plemented when Wolfowitz and Assist- 


ant Secretary of Defence Richard Ar- | 
mitage both addressed the Philippines | 


issue at a conference in Hawaii in late 
February. Armitage said the Filipino 
people "deserve better than either the 
triumph of a communist insurgency or 
the continuation of economic, social 
and political conditions which fuel in- 
surgency." He warned: “Itis absolutely 
essential that the Philippines Govern- 
ment make dramatic, comprehensive 
efforts which can be readily recognised 
by the populace as being responsive to 
their needs and to the conditions of the 
day, else the spiral will continue. " 
While pressing for reform, the State 
Department document also points to 
the danger inherent in the US position. 
It says "an overriding consideration 
should be to avoid getting ourselves 
caught between the slow erosion of 
Marcos' authoritarian control and the 
still-fragile revitalisation of democra- 
tic institutions, being made hostage to 
Marcos' political fortunes, being sad- 
dled with ultimate responsibility for 
winning the insurgency, or tagged with 
the success or failure of individuals in 
the moderate leadership." The coming 
months will test how well the US has 
mastered this undoubtedly difficult 
high-wire act. "m 


the elements composing | 
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One more 
time... 


The major opposition parties 
take a small step forward 
in formind an alliance 


By Guy Sacerdoti in Manila 


Tr Philippines’ fractured opposi- 


tion took a significant step on 10 
March towards the so far elusive goal 
of consolidating their forces by agree- 
ing to form a new National Alliance 
Council (NAC). The NAC is to be a co- 
alition of the three main moderate op- 
position parties, smaller regional par- 
ties and the United Nationalist Demo- 
cratic Organisation (Unido), which has 
acted as an umbrella organisation for 
the moderate opposition parties for the 
past five years. 

The decision, however, taken at the. 
close of a day-long national unifica- 
tion conference, was nonetheless di- 
luted by the continued split between 
the the Unido-sponsored conference 
and those who had organised the so- 
called Convenors Group headed by 
Corazon Aquino, widow of assassi- 
nated opposition leader Benigno 
Aquino, nationalist leader Lorenzo 
Tanada and businessman Jaime 
Ongpin. Only one Convenors Group 
member, Ramon Mitra, participated in 
the national unification conference. 

The Convenors Group, organised in 
November 1984, was set up in an at- 
tempt to unify opposition leaders by 
adopting a set of common principles 
aimed. at defeating the government of 
President Ferdinand Marcos. There 
was also an effort to formulate a "fast- 
track system" whereby a single oppo- 
sition candidate could be quickly cho- 
sen to run for the presidency should 
Marcos' health force him from office 
before his term expires in 1987. 

In November last year, when Marcos 
disappeared from public view for three 
weeks to undergo medical treatment, 
rumours were rife that his life was in 
jeopardy. It was because of this that 
the Convenors Group was quickly set 
up with Mrs Aquino representing those 
of the opposition who had participated 
in the May 1984 Batasang Pambansa, or 
national assembly, elections; Tanada 
speaking for those who had bovcotted 
the elections and the more Left-leaning 
"cause-oriented" student ahd labour 
groups, and Ongpin representing busi- 
nessmen supporting the opposition 
who have become more vocal since the 
Aquino assassination on 21 August 
1983. 

A list of 11 potential opposition can- 
didates for the presidency was drawn 
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tions were mandated. According to a 
January 1984 amendment to Marcos' 
_ 1973 constitution, special elections 
. must be held within 70 days of the 
= presidency becoming vacant. 

a: Among those considered as potential 
_ presidential candidates were Benigno 
Aquino’s younger brother Agapito, 
nationalist leader Jose Diokno, Liberal 
Party stalwart Jovito Salonga, Unido 
president Salvador Laurel, Liberal 
Party president Eva Kalaw, chairman 
of the Philippine Democratic Party- 
_ Lakas ng Bayan (PDP-Laban) Aquilino 
_ Pimentel, PDP-Laban member Mitra 
and oppositionists Raul Manglapus 
. and Rafael Salas, who are now residing 
1 in the United States. 








But Laurel and Kalaw refused to 
_ participate in the agreement — Laurel 
y because of the Convenors Group's stand 
—— against the continued presence of the 


_ two major US military installations at 
Clark Air Force Base and Subic Naval 
Base, and Kalaw because of what she 
viewed as the “arbitrary” and *undem- 
ocratic" way in which the Convenors 
K ; Group was organised. 

A 
b ones and Kalaw, who had spear- 

NM 
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headed the opposition’s partici- 
pation in the May elections, felt the 
_ system of choosing a single candidate 
= — which involved calling a convention 
— of delegates representing both those 
- Oppositionists who ran in the elections 
- and the more radical opposition 
— groups who had been demonstrating 
= against Marcos via the so-called “par- 
- liament of the streets" — gave the 
ji boycotters far too much influence., 

| Laurel, who had initiated the con- 
f cept of a national unification commit- 
= tee following the May elections, to be 
formed from among the winning oppo- 
sition assemblymen, activated the 
committee in late December as an 
alternative to the Convenors Group. 
In his view, those who had fought the 
electoral battle should be given more 
say in the choice of an opposition pres- 
idential candidate. 
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(ies s, leaving Kalaw's Liberals 
ed. Laurel has said on numerous 
occasions that he wants to be the sole 


opposition candidate for the presi- 
dency. 

However, the Liberal Party remains 
the better organised of the two parties, 
both of which became opposition par- 
ties during the 1972-81 martial-law 
period, and Kalaw threatened to stay 
away from the unity conference if con- 
ference representation was not evened 
out. At the same time, both Laurel and 
Kalaw wanted to include the PDP- 
Laban in the conference, because that 
party had won 12 seats in the assembly 
elections, and to draw Pimentel and 
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in his desire to lead a _ 
unified ea he conceded to : 
Kalaw's.demiand during a series of » 
late-night:meetings at the end of Feb- 
ruary and in'early March — giving all 
three parties equal representation on 
the proposed NAC, along with the re- 
maining independent Unido members. 








ch 
(4 





E argely due to this concession, a sur- 
prising 704 of the 823 delegates in- 
vited to thenational unity conference at- 
tended the 11 March meeting, giving 
the moderate opposition new credibil- 
ity in the view of many observers. 
Although Pimentel did not attend — 
in part due to his arrest on 2 March in 
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Rajiv's slip is showing 


The prime minister's Congress party fails to repeat its sweeping 
success in parliamentary polls in the state elections 


By Salamat Ali in New Delhi 


A 


recent Times of India cartoon 
showing Prime Minister Rajiv 
Gandhi running hard but remaining at 
the same spot reflects the impatience 
and increased criticism of India's elec- 
torate towards him. On the surface, the 
assembly elections held in early March 
in 11 states and the union territory of 
Pondicherry — which together com- 
prise almost 75% of India's electorate 
— caused no major upset for Gandhi 
and his Congress party because those 
who were expected to win did so. But 
the election results were a far cry from 
the Congress sweep at the December 
1984 national polls which gave Gandhi 
a majority unprecedented in India's 
electoral history. 

To consolidate his national-election 
gains, Gandhi called the state-assem- 
bly elections only 10 weeks after the 
national polls, raising doubts. about 
whether the opposition would survive 
the blow. 

During vigorous campaigning in 
February, the prime minister mounted 
a scathing attack on the governments 
of opposition-ruled states, particu- 
larly for what he said was their dismal 
economic performance, and he singled 
out the Bharatiya Janata Party (BJP) 
for special abuse while pleading the 
Congress party's cause. Gandhi spent 
most of his time in southern India, 
where the major states of Andhra 
Pradesh and Karnataka are ruled by 
the Telugu Desam and Janata parties, 
respectively. | 

Except for the expected victories of 
Andhra Pradesh Chief Minister N. T. 
Rama Rao, leader of Telugu Desam, 
and Ramakrishna Hegde, who heads 
his Janata Party's government in Kar- 
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nataka, the opposition had been re- 
signed to a Congress victory similar to 
that of the parliamentary polls. But 
when the state assembly results be- 
came known, they revealed a notice- 
able decline in Congress' popularity. 
Compared with the 83% of seats the 11 
states and Pondicherry had lost to the 
Congress in the parliamentary elec- 
tions, the Congress won only 56% of 
the 2,531 assembly seats this time 
around. 

Reeling under the blow of the par- 
liamentary elections, Hegde was one of 
the few politicians to predict that the 
assembly elections would be more dif- 
ficult for the Congress and that they 
would not be fought on the issue of na- 
tional integrity, which was in part re- 
sponsible for Gandhi's earlier success. 

In an unexpected move two days 
after the national elections, Hegde ac- 
cepted moral responsibility for his 
party's defeat, resigned as Karnataka's 
chief minister and asked for state- 
assembly polls three years before they 
were due. A defeat would have meant a 
more decisive end to his political 
career than to the careers of his party 
leaders at the national level. 

Hegde has proved correct in his poli- 
lical assessment, for compared with 
the 97 seats his party had held in the 
dissolved legislature of 224 members, 
he captured 139 in the new one, 
thereby gaining an absolute majority. 

As leader of the outgoing minority 
government, Hegde had only been able 
to rule the state with the help of other 
opposition parties — particularly the 
BJP. The Congress' strength had been 
almost equal to that of Hegde's party 
and it had made several bids to topple 
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posted) — Mitra was present. None 
of the other members: of the Con- 
venors Group attended, though Mrs 
Aquino sent a letter to be read at the 
conference explaining that the group 
could not participate as long as there 
was a possibility the conference would 
pass resolutions detrimental to: the 
Convenors Group's own position. 

The conference was originally set to 
formulate its own system for choosing 
an emergency candidate for president, 
but, in the event, the leaders chose to 
postpone the issue until the new NAC 
is established. Marcos is currently 
more active than he has been at any 
time since November and expects to 
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tion exercises in Baguio on 22 March. 
Thus, the urgency in setting up the sys- 
tem has abated somewhat, opposition 
leaders say. 


ore important, they say, is toestab- 

lish a process leading to opposition 
unity at the national and local levels of 
government, with the goal of preparing 
candidates for the local-government 
elections slated for May 1986. That 
process, they say, is critical for any op- 
position presidential aspirant in that 
the local opposition political infra- 
structure will have to bear the brunt of 
bringing out the voters and protecting 
the ballot in any presidential contest. 
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venors Group, particularly the Aquino 
family, to try to draw them away from 
what they view as an untenable stance. 
But the more radical opposition mem- 
bers, who want the opposition to fight 
for greater structural changes in socie- 
ty, are unlikely to join the moderates 
who they view as representing the very 
“elitist” interests the more radical and 
nationalistic groups want to see under- 
go change. 

Thus, while the moderates have 
taken a solid first step towards unity in 
its anti-Marcos stance, there remains à 
long road ahead before unity behind à 
single opposition presidential candi- 
date is assured ü 








SWEEPING THE STATES 










Andhra Pradesh 
Bihar 
Himachal! Pradesh 
Karnataka 
Madhya Pradesh 
Maharashtra 
Orissa 

Rajasthan 
Gujarat 
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Note: Figures exclude seats vet to be filled because of delays in polling. 


Hegde by engineering defections 
through offers of cash and promises of 
high offices. 

The Karnataka elections saw oppo- 
sition unity shattered, and yet the Con- 
gress won a much-reduced total of 66 
assembly seats — primarily from 
southern Karnataka where the almost 
evenly balanced Janata and BJP can- 
celled out each other's strength against 
the Congress. 


eanwhile, in neighbouring Andhra 

Pradesh, Rama Rao, encouraged 
by his party's performance in the par- 
liamentary elections — Telugu Desam 
had won 30 of the state's 42 seats com- 
pared with Congress' gain of only six 
— had demanded early state elections 
to recoup the losses suffered through 
earlier defections. 

He, too, proved correct in his assess- 
ment, for the defectors' new party, 
floated with Congress' encouragement 
by his former lieutenant Bhaskara 
Rao, was routed. Even Bhaskara Rao 
himself did not get elected. Rama Rao's 
party captured 182 of the 262 seats that 
were declared. Congress won only 43 
seats. Other parties which gained ad- 
mission to the legislature were only 
those that Rama Rao supported under 
a “seats-adjustment” agreement. 

In May 1984, New Delhi hàd dismiss- 
ed Sikkim chief minister Nar Bahadur 
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Bhandari, then a 
Congress mem- 
ber, and installed 
in his place Con- 
gressman B. B. 
Gurung. But 
Gurung also had 
to be dismissed 
only 13 days later 
because of his in- 
ability to engine- 
er defections from 
Bhandari's camp. 
Bhandari got a 
sweet taste of re- 
venge in the par- 
liamentary elec- 
tions when his 
newly formed 
Sikkim Sangram 
Parishad party 
defeated the 
Congress for the 
lone state seat 
in the parlia- 
ment. 

Then his new party contested the 
state-assembly elections, primarily on 
the same platform which won for 
Rama Rao and Hegde — undue inter- 
ference by New Delhi in state affairs 
and the centre's indifference to local 
aspirations. 

Capturing 30 of the 32 contested 
seats, Bhandari's party left only one 
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Voters: qualified victory. 


to the Congress. The other went to 
an independent. However, after dem- 
onstrating his prowess, he offered to 
merge his party with the Congress — 
an offer, according to Congress secre- 
tary-general Srikant Verma, which 
could only be accepted by his party's 
high command, a euphemism for Gan- 
dhi. 

In the union territory of Pon- 
dicherry, the Congress was returned to 
power after 16 vears, during which the 
territory was ruled either by the 
Dravida Munnetra Kazhagam or the 
All-India Anna Dravida Munnetra 
Kazhagam (AIADMK). The victory 
was made possible as a quid pro-quo 
through an elec- 
toral alliance 
worked out with 
the AIADMK in 
Tamil Nadu. The 
agreement Was 
that the Congress 
would support 
the ALADMK in 
the Tamil Nadu 
assembly polls 
held simultane- 
ously with the 
national polls 
and would sup- 
port the ALADMK 
government from 
the opposition 
benches in re- 
turn for an iden- 
tical arrange- 
ment in Pondi- 
cherry 

Leading the 
Congress gov- 
ernment in Pon- 
dicherry is O. H. 
Farook, whose 
defection 16 years ago had toppled the 
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‘Congress government there. After a 


couple of other political somersaults, 
Farook returned to the Congress and 
was behind the party's capturing of 15 
of 30 assembly seats, with five going to 
the AIADMK and the other 10 to vari- 
ous other opposition parties 

Apart from Pondicherry, the Con- 
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most a 7596 majority, and the two 
peripheral states of Orissa and 
Gujarat, where it has more than a 66% 
majority. In its traditional power-base 
of Uttar Pradesh, which is the most 
populous Indian state, and Bihar, the 
second most populous, it gained only a 
simple majority. 

The Congress’ losses have been the 
gains of its opponents. The BJP, which 
lost heavily in the parliamentary elec- 
tions, performed credibly in Rajasthan 
and Madhya Pradesh where it retained 
as many seats as it held in the dissolved 
state legislatures. The Dalit Mazdoor 
Kisan Party of former prime minister 


__ Charan Singh emerged as a credible 


3 — force in Uttar Pradesh, with 85 of the 
— state's 425 seats; in Bihar, with 42 of 
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— that state's 324 seats, and in Rajasthan 
with 27 of 200 seats. 


apturing a majority in Karnataka, 
the Janata Party also marked 
its presence in nine of the 11 states. 


_ Overall, the total number of seats gain- 


ed by almost every opposition party in 
the state-assembly elections more than 
equalled their strength in the dissolved 
legislatures. The sole exception was 
the pro- Moscow Communist Party of 
India which suffered a net loss of 
seats. 

The state elections support the thesis 
advocated by some political analysts 
that the Indian electorate is mature 
enough to distinguish between na- 
tional and local issues; that, while opt- 
ing for a strong centre, the electorate 
does not see any contradiction in vot- 
ing to power locally an opposition 
party, and that after voting in one 
power bloc it is still capable of opting 
for another the next time round. 

The opposition parties hurt the Con- 
gress in the state elections by alleging 


that Gandhi's plea for the same party 
— ruling the states as rules the centre is a 


plan for imposing one-party rule. The 
Congress has been hurt also by oppos- 
ing costly welfarism practised by op- 
position-party state governments. It 
has been hurt most in those states 
where it attempted to coerce elected 
governments and where strong local 
leaders are present to arouse popular 
ire against New Delhi's interference, 
as in Maharashtra where Congress-S 
leader Sharad Pawar has vastly re- 
duced the Congress' majority in the 
state legislature. 

In the final analysis, the state assem- 
bly elections have put Gandhi on 
notice. The nearly 25% of the national 
electorate represented by the states 
which have not yet gone to the polls 
since Gandhi's rise to power could 
prove even more of a problem, given 
his expected difficulties in the trou- 
bled states of Assam, Punjab and 
Jammu and Kashmir. o 
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to find much common ground when they meet in Jakarta 


By James Clad in Kuala Lumpur 


alaysian Prime Minister Datuk 

Seri Mahathir Mohamad's two- 
day visit to Jakarta on 18-19 March 
will focus mainly on bilateral issues, 
though he and President Suharto will 
also discuss the Cambodia dispute. 
Mahathir had been hoping to visit 
North Sumatra on his way home, 
primarily to see the Asahan hydro- 
electric and aluminium complex, but 
this now seems unlikely. 

The REVIEW understands that 
Mahathir and Suharto will try to clear 
remaining hurdles in the way of revis- 
ing a largely ineffectual bilateral trade 
agreement that dates from the early 
1970s. The existing ac- 
cord has few specific ob- 
ligations beyond a gen- 
eral intention to pro- 
mote bilateral trade; the 
economies generally * 
compete with rather 
than complement one 
another as each pro- 
duces oil and gas, petro- 
leum products (includ- 
ing fertiliser), tin, 
timber products and a 
range of other primary 
commodities including 
rubber, palm oil, cocoa 
and spices. 

Related to the trade 
agreement is Mahathir's 
other important objec- 
tive for the meeting, 
only his second summit 
with Suharto since he 
took over as Malaysia's 
prime minister in 1981. 
Sources said he hopes to 
persuade the Indone- 
sians to participate in 
some joint industrial 
projects that could 
exploit market oppor- 
tunities in both coun- 
tries. 

In particular, Maha- 
thir wants to secure Indonesian 
participation in manufacturing com- 
ponents for use in Malaysia's fledge- 
ling motor industry. In return, the Ma- 
laysian leader hopes to boost sales for 
one of this industry’s emerging final 
products: the “made-in-Malaysia” car. 

Other bilateral questions will take 
less time. The operation of a recently 
signed joint agreement governing the 
flow of Indonesian migrant labour into 
Malaysia (REVIEW, 24 May '84) will be 
reviewed, as will the by now routine 
workings of the Common Border Com- 
mittee which attends to such matters 





as border delineation and security co- 
operation, It is likely, but not certain, 
that. comparative assessments of Is- 
lamic resijtgence in each country will 
also cóme under discussion. 

Relations between the two leaders 
reportedly remain cordial if not par- 
ticularly hearty. Malaysian Govern- 
ment sources describe the visit as 
strictly reciprocal: Suharto came to 
Malaysia last in December 1983. 

However, sources conversant with 
that visit (and also with Jakarta’s per- 
spective on Malaysia) stress that the 
Indonesian president made a point of 
choosing Malaysia as his first outside 
journey after being con- 
firmed in his fourth 
term in office. This deci- 
sion apparently signals 
the importance Jakarta 
places on the relation- 
ship. 

They also point out 
that Suharto visited ata 
time when Mahathir 
had reached a crucial 
stage in resolving a seri- 
ous constitutional dis- 
agreement between his 
government and the 
country’s hereditary 
sultans (REVIEW, 19 Jan. 
'84). 


According to this 
perspective, the In- 
donesiah president, with 
characteristic Javanese 
finesse, chose the timing 
and venue of his visit to 
indicate support for 
Mahathir. “By meeting 
Mahathir in Malaysia’s 
capital rather than in 
the originally planned 
Penang venue, and by 
reducing the time and 
importance given to 
royal courtesy calls, 
Suharto gave the Malaysians some 
subtle but unambiguous signals," 
commented one source. 

A couple of weeks after Mahathir's 
Jakarta trip, Singapore Prime Minister 
Lee Kuan Yew is due in the Indonesian 
capital, arriving on 2 April with a team 
of high-ranking officials for talks ex- 
pected to last up to four days. This visit 
is in return for Suharto's trip to Singa- 





pore late in:1984. Lee is expected to 


raise the Cambodia issue, New, Zea- 
land’s refusal to allow nuclear-armed 
ships into ifs waters and bilateral trade 
ties. oO 
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Graceful movement born of a 
5000 year old culture. It's 
something you will fast appre 
ciate aboard the wide-bodied 
jets of Korean Air, as you travel 
to 29 of the world's major 
destinations 


Gracfully Korean 


KOREAN AIR 


We're honored to serve vou around the world. 


Staying in the game 
ns playi 
+ hy the rules. 


In the 1984 Olympic Games, the 
Saudi soccer team emerged as 
a force to be reckoned with in the 
future. In much the same way, 
SABIC (Saudi Basic Industries 
Corporation) is emerging as a 
world-class supplier of petrochem- 
icals, committed to the rules and 
conventions of international trade, 
now and in the future. 

Part of the commitment stems 
from our Islamic heritage, with its 
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strong code of friendship, fairness 
and honor. A code that has long 
been a stabilizing influence on the 
world oil scene. SABIC will abide 
by this code in marketing world 
petrochemicals. We consider it to 
be not only a matter of national 
pride, but the basis for good 
business. 

In the other key areas of tech- 
nology, quality control and a reli- 
able source of supply and delivery, 
we offer the world petrochemical 
market a wide spectrum of prod- 
ucts of the highest quality. 


We see our role, both now and 
in the long-term, as best summed 
up in a statement by the President 
of SABIC Marketing Company, 
Ltd., Abdullah S. Al-Nojaidi: “We 
will play by the rules” 


World Class Petrochemicals. 
World Wide Cooperation. 


Saudi Basic Industries Corporation 
PO Box 5101, Riyadh 11422, Saudi Arabia 
Telex: 201177 SABIC S] 
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power its first coal-fired 
station, Indonesia turned 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
Ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 


erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 


matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge. 
Ontario N1R 5V3. TLX: 069-59341 or. 
Babcock & Wilcox International, Inc.. 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 
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Whena dual time zone watch 
is a necessity not a novelty 


When the writing on your 
tube of toothpaste is in a 
language 


Then, Mer el traveller you 
deserve the special iB pee 


OTe. The Boulevard Hotel Singapore ym to the needs 
E of the frequent traveller. If work brings you to Singapore, 


consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls. There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
typing. We can even give you a complete private office. 





iit it’s s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 
air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 


BOULEVARD HOTEL 


200, Orchard Boulevard, Singapore 1024. Telex: RS 2177! BOUTEL. Cable: BOUTEL. AF FORDABLE | LU IXURY 


GOODWOOD GROUP ecu GOODWOOD PARK * YORK HOTEL * BOULEVARD HOTEL SINGAPORE * LADYHILL HOTEL 


Reservations Worldwide: xim © "ww Golden Tulip Hotels. Utell International 
Australia, Japon and USA:,Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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EUROPEAN CHEMICAL INDUSTRY 


ATOCHEM: THE 
WAY FORWARD 














ATOCHEM is the new force Precise in objective, strong in action and dedicated to 

in the European chemical performance, ATOCHEM provides its customers with an ideal 

industry. combination of innovation, dynamism and commercial realism. 
Resulting from the To meet the demands of a constantly changing world, 

merger of three major world ATOCHEM markets a widely diversified range of products 

specialists in chemicals under opening up new perspectives for the international chemical 

the aegis of the Elf Aquitaine industry. 


Group, ATOCHEM is a company of the future. ATOCHEM: ATOCH EM 
To achieve its objectives, ATOCHEM will concentrate the way forward. 

significant financial and technical resources to create a groupe elf aquitaine 

compact and competent organisation. Three major industrial JAN RO) 

sectors will benefit from the regrouping of ATOCHEM: basic 


chemicals, fine and speciality chemicals, plastics materials and 
their conversion. 
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Boat-people; young refugees: where are the takers? 





HONGKONG 





By Emily Lau in Hongkong 


T he Hongkong Government has be- 

come increasingly concerned about 
the Vietnamese refugee situation be- 
cause, while they may be coming in 
smaller numbers, fewer third countries 
are interested in resettling them. 

The government's decision to pro- 
vide first asylum to Vietnamese re- 
fugees arriving in Hongkong was 
enunciated at the 1979 United Nations' 
conference on Vietnamese refugees. As 
a British colony, Hongkong's position 
would have been formulated by the 
Foreign and Commonwealth Office in 
London, though the then governor Sir 
Murray (now Lord) MacLehose also 
played an active role in forming the 
territory's policy. 

At the time, public feeling towards 
the refugees was generally hostile and 
there was much criticism of the gov- 
ernment for not simply turning away 
refugee boats. Speaking at a Legisla- 
tive Council debate on 28 March 1979, 
Unofficial (non-civil servant) member 
Lo Tak-shing said: "If other countries 
can hire tug-boats to tow them away, 
why can't we do this? If other countries 
can make it sufficiently unattractive 
for them so that they do not cross their 
borders or even approach their shores, 
why can't we do this?" 

But since the conference, Hongkong 
has not turned away any Vietnamese 
refugees, despite the fact that third- 
country homes for many of them have 
become increasingly difficult to find. 
Meanwhile, the refugees keep coming. 
Since 1975, Hongkong has allowed in 
109,400 refugees. Morethan 4,600 have 
been born here since 1979. Last year, 
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No home-coming 


The territory's Vietnamese refugee burden 
persists as fewer third countries resettle them 
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there were 2,230 
arrivals, and at 
present Hong- 
kong has 11,832 
refugees — many 
of whom have 
little prospect of 
finding homes in 
third countries. 
Although Bri- 
tain had encour- 
aged, if not instructed, Hongkong to 
adopt such a humanitarian policy, its 
own record in accepting the refugees 
has not been impressive. In total, Bri- 
tain has offered homes to 19,000 re- 


fugees. Last year 3,694 refugees left | 


Hongkong for third-country homes 
and of these, only 88 were taken by Bri- 
tain. While not giving Hongkong much 
help in alleviating its refugee burden, 
some members of the House of Lords 
last month criticised Hongkong for de- 
liberately keeping its refugee camps in 
deplorable condition to discourage 
more refugees from coming to the ter- 
ritory. 


n contrast, since 1975, the United 

States, which has taken in the great- 
est number of Vietnamese refugees, 
has accepted more than 60,000.0f them 
from the territory. 

In July 1982 the Hongkong Govern- 
ment, in an effort to deter the influx, 
decided to put all refugees who arrived 
after that date into closed camps. Ken 
Woodhouse of Hongkong's Security 
Branch said the closed-camp policy 
was forced on Hongkong in 1982 when 
the number of countries willing to re- 








settle the refugees sharply diminished 
in numbers. 

There are now only three countries 
which still maintain a continuing pro- 
gramme of accepting refugees from 
Hongkong: the US, Canada and Aus- 
tralia. The US accepts about 100 a 
month from Hongkong, and the other 
two take about 50 each a month 

Last year, Malavsia resettled abroad 
10,460 refugees, almost three times the 
number resettled from Hongkong. One 
reason why resettlement countries 
take more refugees from other South- 

^e east Asian countries 


E was advanced in the 
* 1981 Hongkong An- 
j^ nual Report pub- 
lished by the govern- 
ment “Hongkong 
lacks the political 
clout of the Asean 


countries whose off- 
take of refugees has 
been higher in recent 
years.” 
Woodhouse 
the 


said 
government 1S 
very concerned that 
the resettlement 
countries are taking 
more refugees from 
Southeast Asian 
countries than from 
Hongkong. He said 
Britain's reluctance 
to accept refugees 
from Hongkong is 
being used by other 
resettlement coun- 
tries as a justification 
for reducing the 
numbers they are 
prepared to accept. 

The chief of mis- 
sion of the UN High 
Commissioner for Refugees (UNHCR) 
in Hongkong, Dolores Lasan, said the 
UNHCR deeply regrets the closed- 
camp policy — particularly in light of 
Hongkong's traditional humanitarian 
policy towards the problem. She said 
the indefinite period of confinement in 
closed camps have had adverse effects 
on the refugees, leading to frustration 
and deviant behaviour such as inter- 
group conflicts and hunger strikes. All 
the UNHCR can do is to develop social 
and educational services to humanise 
the conditions, she said 

Urban Councillor Elsie Elliott has 
spoken out against alleged incidents of 
rape and indecent assaults on young 
women and girls in the closed camps, 
and has urged the government to allow 
the refugees to stay in open camps 

One way to deal with the refugee 
problem might be to repatriate some of 
them. But so far only 14 Vietnamese 
have been repatriated. Thes 
ple who had left the country involun- 
tarily and were allowed to return by 
Hanoi. The Hongkong Government has 
written to Hanoi about voluntary re- 
patriation and is still waiting for a 


reply. » 
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I Aliens need not ap 


The Education Ministry maintains its stand against resf'ent 





foreigners teaching in public schools but is being chall^nged 


By Bruce Roscoe in Tokyo 

apan's Ministry of Education has 

found itself pitted against the for- 
midable Japan Teachers Union and the 
country's large Korean resident popu- 
lation over the ministry's uncom- 
promising decision not to allow a pre- 
fectural education board to hire a 
teacher of South Korean nationality. 
Symbolising at once the plethora of 
human-rights issues confronting 
minority groups in Japan, the case also 
has opened a debate on local-govern- 
ment autonomy. 

Yang Hong Ja, a 28-year-old South 
Korean, has all the necessary qualifi- 
cations to teach at Japanese primary 
and lower and upper secondary 
schools, but she is barred from doing so 
because she is not Japanese. She was 
born, reared and educated in Japan 
and adopted a Japanese name. As a re- 
sult, her nationality previously had not 
handicapped her in Japanese society. 

In 1978, Yang received second-class 


honours in the Nagano prefecture 
teachers examination, qualifying her 
to teach. In the same -year, she 
graduated from Shinshu University in 
Nagano. Knowing her to be a South 
Korean national, the Nagano Board of 
Edueation, which wanted to employ 
Yang on the strength of her qualifica- 
tions, sought the Education Ministry's 
position on hiring non-nationals: A 
section of the ministry’s reply said: 
“No foreigners can be hired as public 
servants.” The teachers’ union points 
out that the ministry’s ruling is not 
backed up by any law. 

Privately, Education Ministry offi- 
cials say Yang's problems would end if 
she adopted Japanese nationality. 
Yang has declined interviews, but the 
teachers' union, to which she belongs, 
says Yang views the issue as one in- 
volving her rights as an individual. It 
is, however, unlikely that she would 
see any long-term benefit in changing 


2a: Se aes "m | = "TUS " TEMA pr peT "TES. SERO > 
AR MEA I | her nationality, given the no-man's 
land into which Koreans taking this 

course are dumped. 


Many resident Koreans hesitate in 
seeking Japanese nationality because 
there is no guarantee that various 
forms of discrimination against them 
as an ethnic minority will end. For 
example, even after they become Ja- 
panese citizens, their family register 
for three generations will include their 
Korean heritage, which in itself is 
enough of a black mark on their rec- 
ords for Japanese banks to deny them 
loans, for prestigious corporations to 
deny them employment and for wor- 
ried parents to thwart attempts at 
marriage with a Japanese. And while 
they may win such second-class 
citizenship, what rights they had as 
Koreans are lost. 


E or the past six years, Yang has found 
contract teaching work as a relief 
teacher at various Nagano primary 
schools. Generally, these positions are 
for no more than six months. When a 
contract is not extended, Yang has to 
leave her class and start again with 
new pupils at a different school. Al- 
though the work amounts to full-time 
teaching, the ministry cannot oppose it 
because Yang is not on the education 
board's payroll as a regular teacher, 
Last year, Yang asked the education 
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Asean arms race? 


Singapore asks Washington for permission to buy advanced 
F16A fighters as Thailand's earlier request nears approval 


By Hodney Tasker in Bangkok 
emunt has forced the pace of a 
potential Southeast Asian arms 
race by quietly making an official re- 
quest to the United States to buy ad- 
vanced F16A multi-role fighters. Ac- 
cording to reliable aircraft-industry 
sources, the Singapore Government 
put its name to the application to pur- 
chase eight of the fighters, with an op- 
tion to buy 12 more, in late January. 
The Singapore move comes at a time 





TS c) d 
F16: a worrying situation for Washington. 


when Thailand's request for 12 F16As, 
made by General Dynamics, with an 
option to buy four more which would 
make up a Thai squadron, is re- 
ported to be on the verge of, — 
going to the US Congress for 3 15 
approval. The Thais first. — 
asked for the F16s in De- ái i 
cember 1983, but for po- et 

litical and strategic dts he 

reasons the request has .— 


remained stalled in the US Defence 
and State departments since then. 
Until now, Washington has sold the 
fighter only to allies facing what it 
considers to be genuine communist 
threats. 

Sources said the Thai F16 deal i isex- 
pected to go through, particularly after 
President Ronald Reagan gave this im- 
plicit assurance to Thai Prime Minister 
Prem Tinsulanond in Washington in 
April 1984. Once the package is tabled 
before the congress, it is automatically 
approved if there is no opposition to 
it within 30 days. 

However, because of the éxpense in- 
volved, with each aircraft costing 
US$27 million plus spare parts, it is 
thought the Thais may want to spread 
out the cost load over a long period, ac- 
quiring a few F16s at a time. In any 
case, it would probably take up to,two 
years for the first F16 to arrive, allow- 
ing time for the training of Thai airmen 
in the US among other things. 

Singapore had already placed an 
order early in 1984 for eight F16/J79s 
— a far less sophisticated export ver- 
sion of the F16 which has yet to see ser- 
vice in any air force. Its latest order is 
for the same aircraft, but with a new 
clause saying that if approved, it can 
upgrade the order to the F16A. 

In effect, the sources said, Singapore 
wants to acquire a full squadron of 20 
F16As. If Thailand's request is ap- 
proved, this would make it difficult for 
the US to turn down the Singaporeans. 
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board to instate her as a regular 
teacher. The board agreed. It took the 
view that she had proved her compe- 
tence as a teacher, and it found no pre- 
fectural regulation barring the recruit- 
ment of foreign nationals. Nagano is 
orie of 15 rebel prefectures (out of 47) 
which have kept the teachers' exami- 
nation open to aliens. 

- But whefi the board announced its 


s TT 


But in the unlikely event the Thais get 
a negative response, Singapore would 
still press for its F16As. 

The situation is worrying for the US 
because of the danger of fuelling an 
arms race in Asean. In recent months 
Indonesia has shown a new interest in 
acquiring F16As. Jakarta's original re- 
quest for the aircraft more than two 
years ago failed. Then the Indonesians 
apparently decided to drop the idea, 
but now it is pressing Washington 
again — probably as a result of Singa- 
pore's request. 

Washington was originally reluctant 
to consider selling the F16A to any 
Asean government because it was 
thought there was no strategic neces- 
sity and purchase of the expensive air- 
craft would drain the region's na- 
tional-defence budgets in an un- 
wanted arms spiral. The Americans 
triéd to persuade the Asean countries 
that F16/J79s or Northrop's F20 Tiger- 
shark would be more suitable and less 
costly, but to no avail. 

The Thais argue that Vietnam is ac- 
quiring comparable MiG23s from the 
Soviet Union, though there is no evi- 
dence to show that Vietnamese pilots 
are flying these aircraft. Singapore has 
no front-line status to use as a card 
with the US, but it is more able than 
Thailand or Indonesia to afford the 
F16A and, indeed, is budgeting to up- 
grade the weapons delivery systems of 
its fleet of A4 Skyhawks i in the current 
fiscal year. 
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Ed cátion Ministry y intere 
with "guidance," barring her 
employment. Two visits to 
Tokyo by a board executive 
have not swayed the ministry 
which, if anything, appears to 
be making an example of 
Yang's case. 

The teachers' union and the 
Nagano Bar Association, with 
which Yang has lodged an ap- 
peal against the ministry's rul- 
ing, have until 1 April (when 
the new school term starts) to 
change the ministry's decision. 

Ministry officials concede 
that legally they are on shaky 
ground, but nonetheless they 
are digging in their heels. “It is 
not the letter of the law," said 
Shinichi Kajino, who heads the 
ministry's regional subsidy di- 
vision. "But it is a legal princi- 
ple. The matter was addressed 
by the Diet [national parliament] in 
1982, and the policy of employing only 
Japanese for public-service jobs was 
made clear." 


prse the ministry argues, the 
cabinet and the National Personnel 
Authority in 1953 ruled that govern- 
ment employees must be Japanese — a 
decision which the Home Affairs 
Ministry has reiterated for teachers. 

Kajino also pointed to other coun- 
tries which he said prohibit foreigners 
from taking up public-school posts. 
However, this ignores the historical 
background of Japan's 670,000 resi- 
dent Koreans, and has been challenged 
by the leftist teachers’ union. 

“The Education Ministry has turned 
to the Diet session for policy guidance. 
But the ministry should have been able 
to formulate its own policy,” said Mit- 
suo Takayama, head of the union's 
legal division. “Private schools can 
employ foreign teachers. Why should 
public schools be any different? The 
ministry has no answer.” 

The union points to what it sees as a 
contradiction in ministry policy posed 
by legislation enacted in 1982 which 
permits public universities to hire for- 
eigners. It also insists that the minis- 
try's ruling is unconstitutional. Article 
14 of the constitution, the union points 
out, bans political, social and econo- 
mic discrimination on the basis of 
family origin, and Article 92 guaran- 
tees autonomy to local governments. 
Public school teachers are local-gov- 
ernment employees under the Local 
Government Workers Law. 

Union officials are worried, too, that 
the ministry's intervention represents 
another of several moves to bring 
schools under stricter centralised con- 
trol. Indeed, as it turned down the 
Nagano board's request to hire Yang, 
the ministry told all prefectural 
governments that their regulations for 
teachers’ examinations should bar for- 
eigners from sitting. oD 
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The trial date is set for those accused of the Henry Liu 
murder but questions remain as to official involvement 


By Carl Goldstein in Taipei 


ith the 11 March announcement 

that the trial of American author 
Henry Liu's accused murderers would 
begin on 20 March, the Taiwan Gov- 
ernment moved a step closer to con- 
fronting a host of unanswered ques- 
tions surrounding the most serious po- 
litical scandal the ruling Kuomintang 
(KMT) has faced in recent years. Liu, 
who was shot dead outside his home 
in Daly City, California on 15 October 
last year, had been a critic of the KMT 
and its leadership. 

The answers emerging from the trial 
of the accused, Bamboo Union gang 
leaders Chen Chi-li and Wu Tun, may 
determine whether the Liu affair will 
be seen only as a temporary blow to 
Taiwan's international reputation or a 
long-lasting obstacle to the continua- 
tion of its close, though unofficial, ties 
with the United States. Critics of 
Taipei in the US Congress have ex- 
pressed outrage over Liu's murder on 
American soil and the apparent con- 
nection between his accused killers 
and the Taiwan Government's intelli- 
gence service. 

When Justice Minister Shih Chi- 


Fi 
Wu; Chen: ‘loyal to party and the nation.’ 





yang told the Legislative Yuan on 26 
February that Taiwan's military intel- 
ligence bureau had “recruited” Chen, 
it was the first official admission of the 
connection. He also revealed that Chen 
claimed to have received orders from 
the bureau to kill Liu — but insisted 
this was untrue. 


| Taiwan’s top military intelligence 


officer and two deputies were removed 
from their posts on 15 January after 
the government announced they had 
been implicated in the case. But no 
charges have yet been filed against the 
three — intelligence bureau director 
Vice-Adm. Wong Hsi-ling, Hu Yi-min 
and Chen Hu-men — two months after 
they were taken into custody. Taiwan 
has said repeatedly 
that any actions the 
men may have taken 
were strictly their 
"personal activi- 
ties,” with no offi- 
cial sanction. 

The US is watch- 
ing developments 
in the trial closely 
to see how forth- 
rightly the authori- 
ties deal with the 
case. Until recent- 
ly, the attitude ex- 
pressed by State 
Department and 
other US sources 
was generous, indi- 
cating confidence 
that, given time, 
Taiwan would pun- 
ish the responsible parties. But the 
government's insistence that the intel- 
ligence bureau did not orderthe killing 
— even while maintaining that the 
facts of the case remained to be deter- 
mined — has raised questions as to 
whether there is sufficient political 
will to pursue the case aggressively re- 
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Zia's hijack justice 
While the trial of five Sikhs who took a plane to Pakistan starts, 
another extremist is executed in a show of strength 


By Husain Haqqani in Islamabad 
he politically significant trial of 
five Sikh extremists involved in the 

1981 hijacking of an Indian aircraft to 

Pakistan began on 9 March, but the 

special court constituted to hear the 

case adjourned proceedings for one 
week after preliminary discussions. 

Another group of Sikh hijackers, re- 

sponsible for commandeering an air- 

craft in 1984, is yet to go on trial. Offi- 
cials say the trials could drag on for 
some months, possibly years. 

The five extremists raised pro- 
Pakistan placards on the first day of 
their trial and used up the court's time 
in arguing over a government-pro- 
vided list of defence lawyers. The 
Pakistan Government, though keen to 
prove its interest in putting the Sikhs 
on trial, is unlikely to expedite pro- 
ceedings, letting the court take its 
time. Officials in Lahore have made 
elaborate arrangements for Indian and 
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foreign journalists to attend and an In- 
dian Embassy official sat through the 
first day, taking notes. 

Pakistan repeatedly turned down 
India's request that the hijackers be 
extradited, despite the absence of an 
extradition treaty between the two 
countries. Consequently, India has ac- 
cused Pakistan of protecting the hi- 
jackers and Prime Minister Rajiv Gan- 
dhi said at one point that their trial 
would be a sign of Pakistan's good 
faith in bilateral relations. As a West- 
ern diplomat pointed out: “It is not so 
important what the outcome of the 
trial is. Pakistan has fulfilled the letter 
of India's demand by starting the court 
proceedings.” Hijacking carries a 
maximum penalty of death. 

The announcement of the Sikh hi- 
jackers’ trial came 48 hours after the 
execution of a Pakistani convicted for 
abetting the 1981 hijacking of a 


Pakistan International Airlines flight 
to Kabul. The hanging of Nasir Baluch 
despite appeals from international 
human-rights organisations and oppo- 
sition politicians is seen by critics as 
part of a government programme to 
look tough on terrorism. “They hanged 
the man to set the stage for the Sikhs’ 
trial,” an opposition politician alleged. 
"[President] Zia-ul Haq says he be- 
lieves in deterrence and this was 
clearly it. The regime has to act tough 
before lifting martial law, and the Sikh 
trials are also a foreign-policy bonus." 


H aluch, an active member of former 
prime minister Zulfikar Ali 
Bhutto's Pakistan People's Party (PPP), 
and three other men were sentenced to 
death last November for their role in 
the March 1981 hijacking. Al-Zulfikar, 
a terrorist organisation based in Kabul 
and led by Bhutto's sons, claimed re- 
sponsibility for the operation which 
was said to be part of vengeance for the 
execution of the former prime minister. 
While the three hijackers remained 
abroad along with almost 250 political 
detainees whose release they secured, 
Baluch and his colleagues were ar- 
rested in Karachi for assisting them on 
the ground. An earlier trial resulted in 
Baluch being sentenced to death and 
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gardless of where responsibility may 


lie. 

Recent press reports in Taipei quot- 
ing “sources close to the Ministry of 
National Defence,” which oversees the 
intelligence bureau, have said the 
three bureau officials would be in- 
dicted for “failing to prevent the mur- 
der.” A political observer here said 
that if the authorities follow this 
course, “there’s a danger Taiwan may 
not be able to clear its name.” 

American congressional reaction to 
the murder is heating up, adding to the 
pressure on Taipei. Two congressmen 
have called for US grand-jury probes 
of the apparent involvement in the 
killing, whether direct or indirect, of 
Taiwan intelligence organisations. 


he indictment charges that Liu's 

murder was carried out by Wu and 
Tung Kuei-sen, who is still at large but 
will be tried in absentia: Chen Chi-li, 
said to be the Bamboo Union's top 
leader, is accused of planning the kill- 
ing. The indictment gives no clear indi- 
cation of a motive for the murder. The 
document simply says: "After discus- 
sions with Wong Hsi-ling and others 
... Chen decided to map out plans to 
kill Henry Liu...” 

As the only indication in the indict- 
ment of a link between Chen Chi-li and 
the intelligence bureau, this falls short 
of the justice minister's statement that 
the bureau recruited Chen. At the same 
time, Shih's insistence that the gang 
leader was not telling the truth in 
claiming to have received orders to kill 


four other accused receiving long 
prison sentences. But the government 
ordered a second trial by a military 
court in which four men were sentenc- 
ed to death and a fifth to 14 years' hard 
labour. Mercy appeals by three of the 
four condemned men were granted and 
their sentences were commuted to life 
imprisonment. 

The PPP and other opposition par- 
ties made Baluch a political hero, stag- 
ing demonstrations to seek clemency. 

An appeal for mercy came also from 
Ghafoor Ahmed, leader of the gener- 
ally pro-government Jamaat-e-Islami, 
who argued that the hanging would 
not be in the interests of national unity. 
Coming days after the national and 
provincial elections, when the provin- 
cial factor was played down, Baluch's 
funeral attracted a large number of 
Sindhi supporters of the PPP. 

Officials, supporting the tough ap- 
proach which led to the execution, 
argue that Al-Zulfikar and similar ter- 
rorist groups could raise their heads 
again in anticipation of liberalisation 
and relaxation of martial law. 

"If we stop hanging hijackers, we 
will be encouraging those within the 
opposition who are tempted towards 
terrorism," a senior military officer 
told the REVIEW. 
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There’s more to cargo handling than just pulling strings. 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our five 
gantry cranes. They're the last word in container 
handling hardware and part of the reason why, at 
Port Rashid, we consistently achieve such rapid 
turnaround times. Of course, without the necessary 
support equipment and the requisite expertise, 
we'd still be at container one. But with our straddle 
carriers, ro-ro tractors, terminal tractors and a 
full complement of forklifts - plus some of the most 
experienced and skilful operators in the business - 
discharge rates of 78 containers per hour utilising 
two cranes are quite within our compass. 


Cargo computerisation 


Complementing the hardware, Port Rashid’s 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are supplied 
with regular printouts showing the status of their 
containers in the port. 

Naturally, our capability isn't confined only to 
containers. General cargo receives the same 
efficient attention and our warehousing is extensive 
in both capacity and mode of storage including 
duty-free. 


Ports and people 


Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf is 
à highly experienced management team controlling 
à skilled workforce. Sophisticated management 
techniques ensure that the port operates at peak 
efficiency and a pre-booking svstem guarantees 
that all necessary ground equipment is available 
when the ship arrives. Quick turnarounds mean 
that consignees get their goods fast and shipowners 
don't suffer the economic consequences of having 
their vessels delayed. 








Why you should ship Port Rashid 

Dubai is located on the Northwest coast of the 
United Arab Emirates. A major port of call for 
over six centuries, it has become the most 
important trading centre of the Federation. Port 
Rashid is at Dubai's doorstep, her gatewav to the 
world and a port served bv around fifty shipping 
lines bringing in goods from all over the world 
There are modern road networks connecting with 
the major commercial centres of the Middle East 
and reliable relay services to other ports on the 
Arabian Gulf and neighbouring countries 

Port Rashid offers facilities that generally exceed 
international standards for the loading and 
discharge of vessels and a full range of services is 
available including quayside fresh water, 
bunkering, ship repair and chandlering, container 
repair, 24-hour pilotage and crew changing 
facilities. 
For more information, contact Port Rashid Authority, 
P.O. Box 2149, Dubai, United Arab Emirates. 
Telephone 451545, Telex 47530 PRA EM 
or our US Agent: Mr, Donald Vogler. 
Keppel Marine Agencies Inc., Suite 1561, 26 Broadway, 
New York , NY 10004, 


Araman Cul 


Port Rashid 
Dubai 
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- been put forward. | 

—. Theannouncement of a trial date for 
- Chen Chi-li and Wu ended a period of 
_ confusion since the indictment was 
- handed down on 27 February. The 
_ eourt first announced an earlier date (7 
March), which was then disavowed. 
_ Thedelay was attributed to the need to 
= await vital corroborating evidence 
— from the Daly City authorities, includ- 
- ing the coronor's report and other 
. police material. 

— Taiwan law requires such material 
- tocertify that a murder did in fact take 
_ place, while the indictment had said 
— that “the suspects’ confessions" to- 
_ gether with “US newspaper reports 
_ and photographs” was sufficient 
material to indict. 

| One unanswered question was why 
_ the indictment had been handed down 
— without the Daly City material, and 
— why Shih and other officials issued 
Statements implying that the delay was 
- due to a lack of cooperation from the US 
- side when Taiwan had already been in- 
_ formed the material was in the pipeline, 



















5 | “Phe mixed signals may indicate some 
m. disagreement within the govern- 
|. ament over how to handle the prosecu- 
— tions. A source told the REVIEW that 
— important figures in the security es- 
— tablishment had criticised the Taipei 
_ district prosecutor for even alluding to 
—— Wong in the indictment. This may 
— mean that some elements within the 
— government are still trying to prevent 
_ the prosecution of the intelligence 
— bureau personnel. 
Defence Minister Soong Chang-chih 
— said on 9 March that the government 
— "had launched an all-out campaign to 
— restore discipline to its intelligence or- 
"t — ganisations" after the discovery of the 
involvement of security personnel in 
— the Liu murder. A likely focus of such a 
— campaign would be possible links be- 
—— tween the organisations and Taiwan's 
- underworld. According to reports in 
_ the Taipei press based on tape record- 
— ings allegedly made by Chen Chi-li 
after the murder, the gang leader 
~ boasted of his wide connections with 
- important government figures, claim- 
- ing that the Bamboo Union was “loyal 
_ to the party [KMT] and the nation.” 
Opposition magazines in Taipei as 
well as reports from the US have 
claimed a relationship between Chen 
Chi-li and Chiang Hsiao-wu, the son of 
President Chiang Ching-kuo. The 
younger Chiang, who is manager of 
the government-owned Broadcasting 
Corp. of China, broke his long silence 
on the subject after a report by The Los 
Angeles Times on 3 March quoted an 
admitted Bamboo Union associate of 
Chen Chi-li in California as saying 
that Chiang had ordered the killing of 
Liu. Chiang categorically denied the 
charge. o 
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While attacks from the new opposition MPs were expected, 
criticism from its own backbench was not accepted by the PAP 


By V. G. Kulkarni in Singapore 


T here was unusual public interest in 
the first session of Singapore's new 
parliament early this month because of 
the presence of the two opposition MPs 
whose election in December has been 
taken as an indication of public dis- 
illusionment with the ruling People’s 
Action Party (PAP), which has won 
every seat at all previous general elec- 
tions since independence in 1965. 

But unexpectedly, some of the frank- 
est criticism in parliament — seen 
and heard by the people as the session 
was for the first time shown on state- 
owned TV — came from the PAP's own 
veteran backbencher, Jek Yuen Thong. 
There has been a lot of talk in the PAP 





since the election of listening more to 
the people's wishes and modifying the 
party's authoritarian style. But ironi- 
cally, when such sentiments were ex- 
pressed by Jek, a former cabinet minis- 
ter and until recently Singapore's 
envoy to London, he was put down 
promptly and very firmly by the party 
hierarchy, in clear contradiction of 
First Deputy Prime Minister Goh Chok 
Tong's declaration after the election 
that the leadership would be amenable 
to new ideas and open to debate not 
only in parliament but also with the 
public at large. 

The PAP's apparent strategy was to 
take the wind out of the opposition's 
sails by allowing backbenchers to 
voice some mostly tame criticism, and 
then to come down hard on the opposi- 
tion as not being constructive and 
hence irrelevant. The task of opening 
the debate on the president's speech, 
which set out the government's plans 
for the next four or five years, was 
given by the PAP to backbencher Tan 
Cheng Bock. Tan said that with the op- 
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position in place; the PAP “no longer . 
has a blank cheque from the people" . . 
who felt the party did not care for the 
common man and had become elitist. 

Tan cited the examples of priorities 
for graduate mothers, streaming in 
schools , special schools for the gifted, 
and the issue of later withdrawals from 
the Central Provident Fund (CPF) — 
which has been a focus of public criti- 
cism, meaning as it would, that some 
people would have to work an extra 
five years before becoming entitled to 
their life's savings. 

Tan added: *Many Singaporeans felt 
left behind as they could not follow the 
pace of [socio-economic] change and 
resented this." He 
went on: "Do not 
entice them with 
your S$10,000 to 
stop them [the 
poor] from pro- 
ducing more 
babies (t/a rē- 
cent government 
proposal. They 

ave pride. We 
should not insult 
them..." 

Other  govern- 
ment backbench- 
ers joined in to 
make similar ob- 
servations. But 
when Jek spoke he 
clearly went too 
far for the party 
leadership. Jek chided PAP's elitist 
and arrogant attitude and focused on 
the inequality of wealth in the country. 
While the incomes of ministers and 
MPs and other privileged classes had 
gone up many times, the common 
man’s earnings had not risen at the 
same rate, he said. Despite the best of 
intentions, the PAP's high-handed po- 
licies had alienated the people, leading 
to a swing of votes to the opposition, he 
added. “It is we [the PAP] who through 
our lopsided policies have put them 
[opposition] there [in parliament]," he 
remarked. 1 


he next day, Senior Minister 

S. Rajaratnam, thé party's ideo- 
logue, rose to discipline his errant 
colleague. Rajaratnam accused Jek of 
indulging in what he called “politics of 
envy and hypocrisy.” The implication 
was that Jek was envious of minis- 
ters’ salaries now that he was no long- 
er one. Jek, along with some other 
former ministers and old government 
MPs, is known to harbour misgivings 
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Ways to improve it. 
Since it first flew, its range has been ] 
increased 52%, its payload 22%, its engine power 
20%, its cruise speed 11% and its structural life 
increased significantly. 
The Lockheed Hercules. No telling what i 
. will do next. 


. . The'Lockheed Hercules is one of the most 
remarkable and versatile aircraft in the history of 
aviation, produced in 45 different models for 
more than 50 nations. 

It's a photo-mapping plane, a tanker, a 
search-rescue plane, ski plane, maritime patrol 
plane, mercy-mission plane, commercial air- 


freighter, troop carrier, forest fire fighter, military 
cargo carrier, and more. 

While the world has been busy finding new 
uses for the Hercules, Lockheed has been finding 


Contact Director of International Marketing. 


Lockheed-Georgia Company, Zone |, Marietta. 


GA 30063. U.S.A. Telex: 542642. 1 ockheed 


Mara. 
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The message was clear: anybody who: 
steps out of line will be chastised in 
public. According to some analysts, it 
was also a warning to the new MPs not 
to take the new line of openness in offi- 
cial debates too seriously, and to stick 
by good old party discipline. 

Earlier, the party leadership, includ- 
ing Lee himself, had turned all their 
considerable spleen on the two opposi- 
tion members — the Workers’ Party's 
J.B. Jeyaretnam and Singapore Demo- 
cratic Party’s Chiam See Tong who had 
attacked the government along pre- 
dictable lines. 

Jeyaretnam dwelt on the larger is- 
sues of fundamental rights, the role of 
parliament, the press and the hob- 
bled trade unions and the wide-rang- 
ing powers of ministers. On his part, 
Chiam — making his first appearance, 
unlike Jeyaretnam, who first entered 
the house in a by-election in 1981 — 
mainly stuck to vital bread-and-butter 
issues such as the CPF and the prices of 


Jeyaretnam; Rajaratnam: critic, idealogue. 





flats built by the government’s Hous- 
ing and Development Board (HDB). 

Jeyaretnam repeated his party's 
known demand for a constitutional 
provision giving citizens the right to 
challenge arbitrary government deci- 
sions. He asked that trade unions be 
given freedom to safeguard the rights 
of workers instead of being the hand- 
maiden of the ruling party. As for the 
media, he described it as “a scandal,” 
not free to expose injustice. 


hiam's main point of attack was the 

government's alleged lack of sin- 
cerity. If it really wanted to help poorer 
Singaporeans, why did it raise the fees 
in the lowest class of the maternity 
wards, he asked. On CPF, no clear ans- 
wer on whether the withdrawal age 
would be raised from 55 to 60 had been 
given, he said. He also questioned if the 
CPF was able to pay back people's 
money because funds were tied up. 

Lee heaped scorn on Jeyaretnam's 
ideas of freedom, implying these were 
borrowed from the West. He also made 
some jarring comments on the opposi- 
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Jaffna [in northern Sri Lanka] where 
they cut off their connections with 
their ancestors and call themselves by 
the names of their plantation owners. 
It is not his fault." 

Lee was essentially repeating the old 
argument prevalent in the Confucian 
societies of East Asia since the 19th 
century heyday of European col- 
onialism that the East should adopt 
Western science and technology but 
not its political and moral values. 

Jeyaretnam had to bear the brunt of 
the PAP's derision because of his pen- 
chant for raising persistently the issues 
of fundamental rights and freedom, 
which puts the ruling party on the de- 
fensive. But Chiam has adopted a 
rather more centrist stance which may 
appeal more to the mass of Singapo- 
rean Chinese. 

Chiam had charged that prices of 
HDB flats were too high. Rather than 
produce statistics to rebut his charges, 
National Development Minister Teh 
Cheang Wan challenged 
Chiam to build flats 
cheaper than the HDB, 
adding that he could keep 
any profits for his party. 
The argument over costs 
hinges largely on the land 
element in the HDB's pric- 
ing policy. Land prices are 
listed at current. market 
rates, while critics point 
out that the HDB has not 
paid market prices for 
development land, some 
of which it has held for 
years before building 
starts. Teh, without giv- 
ing figures, reiterated his 
position that HDB deve- 
lopments are, in fact, sub- 
sidised by the government. 

Chiam also got no specific answers 
to his questions about CPF finances. 
The government has not published a 
detailed breakdown of the size or du- 
ration for which CPF funds are tied up 
in government investments and the re- 
sulting impact on CPF's ability to 
repay retirees in the coming 10-20 
years. Instead, Goh said: “... we don't 
have to go into figures," and accused 
Chiam of "putting poison in people's 
minds," by casting doubts on the CPF's 
future solvency. 

The goverment's attitude in answer- 
ing criticism was not to everyone's lik- 
ing. The Straits Times, which is usually 
pro-government, printed an open let- 
ter to the prime minister from a 68- 
year-old perturbed TV viewer who 
said he was "sorely disappointed with 
the behaviour of PAP MPs [in their 
treatment of Chiam]." The letter went 
on: "You have tried to make a fool of 
Mr Chiam, but have you ever paused to 
think that what he said... could be a 
reflection of what the people in Singa- 
pore wanted to ask?" 
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Denzil Peiris 1917-85 


former colleagues on the REVIEW 
of Denzil Peiris were saddened 
by the news of his death on 8 
March from an untimely heart at- 
tack. 

Denzil, 68, first made his name 
in his own country, Sri Lanka, 
where he edited the Janatat Na- 
tional Daily, the Sunday news- 
paper Silumina, the Afro-Asian 
news magazine Jana and, 
throughout the 1960s, the Ceylon 
Observer. In 1971 he joined the 
staff of The Asian, taking respon- 
sibility for its coverage of South 
Asia. 

He joined the REVIEW in 1973 as 
its regional editor and endeared 
himself to his colleagues for his 
good humour, erudition and gentle 
nature. He brought to our pages an 
impatience both with totalitarian 
regimes which would not submit 
themselves to the verdict of the 
people and to politicians who cyn- 
ically betrayed democratic sys- 
tems by bribing electorates with 
promises they knew they could not 
keep. In 1978 his work for the 
REVIEW won him the Mitsui and 
Press Foundation of Asia Award 
for Journalism. 

Early in 1979 he left us to take a 
job in London with The Guar- 
dian's Third World Media venture 
and soon thereafter became in- 
volved with the launching of 
South, the Third World magazine 
of which he became editor. Typi- 
cally, his last contribution to its 
pages was a perceptive survey of 
the Subcontinent, praising the 
good sense of the Indian electorate 
for responding so positively to In- 
dian Prime Minister Rajiv Gan- 
dhi's submission to their verdict, 
and contrasting that with the un- 
happy history of the people of 
Pakistan, denied for so many years 
a chance to choose their leaders. 

Denzil leaves a widow, Nicole, 
and three children — Ranjit, 
Suren and Sasvithri — to whom 
we extend our deepest sympathy 
for their loss. —D.D. 
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"Information about money is becoming 


almost as important as n itself. 
That's why we developed Citi 


D 1984 Citibank, N.A. Member FDIC 
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From The Citi of Tomorrow:..CitiBanking today. 
How much to invest? Where to invest? When to 
invest? The right information at the right time can 
make a crucial difference to your company. The 
ditterence between investment success and failure, 
profit and loss. 

CitiBanking gives you that information. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable ease. 

Only CitiBanking gives you real-time access to 
your accounts in over 33 countries—for information 
and transactions. 

Citibanking gives you unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how your company can benefit from 
the worlds most advanced electronically delivered 
financial services, call your local Citibank Account 
Manager. You'll get the services you need to make the 
most of your company’s money, day after day. 
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GLOBAL ELECTRO 


Brown Boveri 

make good partners in 
the consortium building 
Itaipú — 

the world's biggest 
hydro power plant. 
Supplying 

some 7^ of the 

electrical equipment.* 


*Value on receipt of order over SFr. 700 million. 


Great enterprise 


Itaipú stands on the borders 
of Brazil and Paraguay. 
When completed, the plant's 
18 generators, also the 
world’s biggest, will be able 
to produce 12 600 MW. 


Brown Boveri are the main 
suppliers of electrical equip- 
ment and systems, includ- 
ing nine of the 700 MW 


Fitting the rotor of the first of nine Brown Partial view of the Brown Boveri SF, generators (each weighing 
Boveri generators, with 700 MW rating metalclad 550 000 V switchgear, the i i 

and 3400 tons weight each the world's largest gas-insulated substation in 3400 D, the entire solid 
largest the world. state excitation and 


18 motor control centres. 
Together with 38 single- 
phase transformers for up 





hree-phase transformers 

525 kV, 375 MVA, and 
79 outdoor circuit-breakers 
for 362 and 550 kV. While 
the SF,-insulated substation 
of 52 bays is the world’s 
largest metalclad 550 kV 
installation. And that's only 
part of BBC's contribution 
to Itaipú. Partnership on the 
grand scale. 


fe kV and 550 MVA, 


Brown Boveri play a vital 
role in providing the world 
with facilities for generating, 
distributing and utilizing 
electricity. Whether as main 
contractor, consortium 
head or consortium mem- 
ber. Accepting the chal- 
lenge of the different, the 
complex and the new, 

BBC make good partners. 


BROWN BOVERI 


BBC Brown Boveri in South-East Asia, Australia and New Zealand 


Australia: Brown Boveri (Australia) Pty. Limited, P. O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Lid. 
G.P.O. Box 448, Hong Kong. Indonesia: P T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P O. Box 12248, Wellington North 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P O. Box 1732, Makati, Commercial Center, Philippines Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Lid 

P. O. Box 2087, Bangkok, Thailand. Other countries: BBC Brown, Boveri & Company, Ltd., Brown Boveri International Group, P. O. Box 58 
CH-5401 Baden, Switzerland. 





illions of years ago, Europe, 
Asia, and Africa were one land 
mass. Then, they began, impercep- 
tibly, to drift away from one another 
— until they wound up being conti- 
nents apart. If you lived in Asia, it 
was almost impossible to do busi- 
ness successfully in Africa. Or 
Europe, for that matter. 

Nixdorf has changed that. So that 
people who live in different hemi- 
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spheres can work as if they are sit- 
ting at the same table. 

Nixdorf software makes it easy for 
them to communicate with one 
another, convert currencies, operate 
within each others’ legal codes, do 
business, and have fun doing it. 
With a Nixdorf network, your people 
in different worlds need never suffer 
from culture shock. They can work 
smoothly together, and report to 


Nixdorf reverses 
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headquarters with the kind of infor- 
mation headquarters can use. 
Things that used to take months to 
get straight now take minutes. 

And executives can access talent 
and information by using the whole 
wide world as a resource. 

Tapping that kind of resource, 
and that kind of market can bring 
real results to a corporation. 
Economic results. 


continental drift 


So if your company is looking for 
ways to broaden its markets and its 
outlook, look no further. 

Contact Nixdorf. Let us show you 
how our global approach to busi- 
ness can work for you. And how our 
experience in over 40 countries of 
the world can help your venture suc- 
ceed faster than you ever thought 
possible. Our products are reliable. 
Our service is worldwide. Our se- 


curity is unbreachable. Our software 
is easy to learn, and easy to use. And 
our price is right. Give us a call. We'd 
like to come and sit at your table. 
Australia, Telephone 2/4 3954 77 
Hong Kong, Telephone 5/20 22 22 
Japan, Telephone 3/44 74 65 

Korea, Telephone 2/7 2501 31 
Malaysia, Telephone 3/67 7831 

Sri Lanka, Telephone 1/2 7933 
Thailand, Telephone 2/2 21 4451 






Nixdorf Computer (S) Pte. Ltd 
Regional Office Asia/Pacifi 
07/01 NOL Building 
456 Alexandra Road 
Singapore 0511, Telephone 2 74 11 Of 


NIXDORF 
COMPUTER 


Great pictures are always in 
= with Nikon’s L35 P " 


Most great pictures happen in a flash. So you need an easy-to-use 
camera that's always ready. 
Like the Nikon L35AF. 

It has a unique automatic flash that pops up and flashes 
by itself whenever there's not enough light. 

And the rest of the L35AF is just as easy. It has auto 
focus, auto exposure, auto film loading, auto film 
advance, auto rewind and auto rewind stop. 

Which means you'll always get sharp, 
beautiful, mistake-free pictures. Automatically. 

But best of all, the L35AF is backed 
by Nikon. 

The name that pops up with 
professional photographers more 
than any other. 
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NIPPON KOGAKU K.K.: Fuji Bldg., 2-3, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100, Japan 


Business Glass 








Constant attention to the smallest detail always spells success in business. 
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German Airlines 


if it doesn’t say Canon, 
it’s just another copier. 


Canon Copier 
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And Canon’s NP 150 and NP 155 deliver 
just that, with Automatic Exposure 
at 15 copies per minute. 


The NP 155 has an additional 
zoom for accurate enlarge- 
ment and reduction. 


Canon. It's the name 
you can count on 
for quality and 
efficiency. 


Cut off the name Canon and you're 
taking a chance. The chance that your ( 
copier won't deliver consistent high 
quality copies and cost performance 
Copy after copy. 


Quality control and research and 
development mean more than ever 
before in today's productivity 
conscious world. 
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CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd 
Tel 5-8373700 Indonesia P T. SAMAFITRO Jakarta Tel 355521 Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 55606€ 
Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services Pte Ltd Tel 273-5311 Thailand 
FMA Corp. Ltd. Bangkok Tel 235-0156 India Chowgule Industries Ltd. Bombay Tel 2026182 Pakistan Paramount Business 
Machine Ltd Karachi Tel 513830 Sri Lanka Metropolitan Agencies Ltd Colombo Tel 35946 








saudi Arabia is continuing a rapid 
expansion of its ability to process 
its natural resources. This mear 
vast new state-of-the-art process 
facilities—and more and better 
trained people to operate them 
Control room simulators at plants 
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NOSE Singapore where else 
"RES Dut the Shangri-La. 
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The new Shangri-La Kuala Lumpur 
opens 20 April 1985 


A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangri-La, not necessarily 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 
prices. 





La hotel 


— 


Shangri-La International: Singapore 338 2250 + Hong Kong (5) 242 367 


* Kuala Lumpur (03) 486 536 © London (01) 581 4217 SINGAPORI 
e USA & Canada (800) 457 5050 * Australia Std free (008) 222 448 | 
* Tokyo (03) 667 7744 A SHANGRI-LA INTERNATIONAL HOTEL — g 


Shangri-La Singapore. Shangri-La Kuala Lumpur (Open 20 April 1985). Shangri-La Beijing (Open 1985). Shangri-La Bangkok (Open 1986). 




















ES New Zeal 





plu 


ssion, stated in these columns 
Mar.), that his heart really wasn't 
t —- that, like a lawyer, he was ar- 
g a case he did not entirely 
be use he needed the 





- leftwing. for his economic "poticles 





| scious hypocrisy. On the other hand, 


| heis too intelligent not to see the con- | 





|. tradictions inherent in his pre 0-Anzus, 
j  anti-nuclear stance. | 
. As I reported afte 





‘ my interview 


with him, he and his government! si 
policies are full of ironic contradic- 


tions. It may be that he calculated 


that the chance of getting his econo- | 
mic policies through was worth a tiff 


with the US, and has been taken 


aback by the strength of Washing- > 
ton's reaction. He may also have been | 


taken aback by reservations express 





ed by leaders of the island states of | : 
the Pacific. Already worried by the | 
. unrest in New Caledonia, Pacific is--| 
land leaders such as the King of 
. Tonga, Ratu Mara of Fiji, Tofilau Eti 


| of Western Samoa and Tom Davis of 
= the Cook Islands, have expressed 
| concern over Wellington's Anzus po- 
.]- licy.—.a point being bashed home by 
leader of the opposition Jim McLay. 
As I was ushered in to the. inter- 
view, Lange was chuckling over à 
potted biography of his visitor, evi- 
 dently supplied by his Foreign Af- 
fairs Ministry. "I've got an item for 
'Traveller's Tales here," he said, “And 


T quote: ‘His wife is an active concert | 


iie: and they have three child- 
n'." I had to protest that my off- 
spring were not conceived on the 
| piano keyboard. Not exactly your 
average lay Methodist preacher. 


e NEW ZEALAND, so the old joke | 
goes, has slightly more than 3 million | 
people and well in excess of 70 mil- |. 
‘lion sheep. Similar in size to Britain | . 


and Japan, it lies 1,600 km to the east 
of Australia and about 10,000 km from 
Singapore, Tokyo and San Francisco. 
I could go on at some length statis- 
tically speaking, for on my desk lies 
the New Zealand Official Yearbook 
for 1984. Despite the country's rela- 
tively small population, the book is à 
heavy tome, containing 1,554 pages 
all crowded with tables giving every 
statistic anyone could possibly want 
to know about the country — its peo- 
ple, its animals, its economy, its wea- 
ther and. so on — and a lot more no 
one could possibly need. 
Some idea of the mind-boggling, 
not to say useless, geran po by 










inis er David Lange’s passionate 
fence of his country’s non-nuclear | 
known sincerity (he is | 
odist lay preacher) with my | 





{page 131). The answer is, I can't — | 
~ not if it means accusing him of con- - 





curred: | 
Ascending. (including climbing or 
jumping up onto) — stairs, steps, 
fence, railing, wall etc, ladder (free- 
standing or n.o.d.), cliff, bank, moun- 
tain, rocks etc., other . 
|» Boarding « or alighting from (exclud- 












bus, trolley bus, 


» Carrying — heavy object n.o.d., | 
log, plenk, box, awkward object 
n.o.d., bottle, other . [the bottle is 
hardly surprising!] E 
» Descending (including climbing 
. down, j jumping, diving off or landing 
- after jumping off) — [and here follows 
- another long list of objects and geo- 
graphical features] verandahs, pool 







| floor and grass and bed, bunk or cot, 
[plus non- articulated tankers again; 
the. articulated variety seem less 





ip ing. an elevated position on 
er Jong St of objects includ- 
sca ng, roofs, ladders, 

 non-articulated tankers [yet 
jungle gyms, verandahs, bal- 
including branches), 
s why they did not break 
out the figures for thoseinjured while 
hanging on to tree-trunks and twigs] 
and beds, bunks and, once more, cots. 
- It is interesting to note that while 107 
_ people were injured while occupying 
an elevated position in their beds, 
. bunks. or. cots 






——— 





tion — only 60 were in jured while de- 
scending from their beds, bunks or 
‘cots. In other words it appears more 
dangerous in New Zealand to lie in 
bed than to climb out of it.. 
> Feeding or outfeeding (machines) 









(field not Tew), floor, Toad: “path or 
paved footpath. All this feeding 
seems to bé taking place out of doors, 
so one wonders why it was necessary 
to differentiate feeding from outfeed- 
ing and to specify the type of terrain. 
"And apparently the figures would not 
cover a bite received while feeding a 
sweet to à pet dog on a lawn. Why? I 
think we should be told. | 
» Handling n.o.d. or n.e.c. (includes 
throwing) — such objects as carcass- 
es, bottles, awkward objects, sheep. 
glasses (tumblers), other persons and 
[possibly niythic this] water crea- 
tures [presumably that would cover a 
slap in the eye with a dead haddock]. 
» In restricted space (includes work- 
ing in n.e.c.), Clearing jam or block- 
age of (machine: or power tool), Clean- 
ing or oiling (machine or power tool), 
Liftingo 
other din 






























lowering — followed by an- 
gin fromi internal combus- 









nts and how they oc- 


.| es jumping from) — car, truck, tanker 
^j (not articulated), 
.| tractor. (wheeled or n.ö. d. ) other . 


(man-made, includes edge), ground, 


: and. received í 
NZ$43,000 (US$19,369) in compënsa- 
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while playing tennis keeps the vic- 














various St her b vi uk Su: 
chainsaws, hand-held circul 
and power dr ils, which are; 
separate table 


as doors, ca 
wool cause 
accidents, a 
mals net 
human) — fea 
bulls), sheep, 

where the pet a 
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Obv lously this T 


















while nerd OF "m 
though the scenes of such ae 
clude “deck of ship.” One woul ihav 
thought that these tables covered vi 
tims moving in évery possible direc 
tion — up, down and sideways. 
justto cover all eventualities — as 
arate table lists accidents v whicl hà 
curred while: Moving nec. (sir 
— in water or other, and vet an: 
lists those Not relevant, or t 
(within range of) — other pers 
doors, gates, lids and cars. 
Injuries suffered during Bo 
combat with other human bei 
amounted to more than 7.000 in 
while only five were sustained w 
fighting a mysterious "other." T 
pite the plethora of headings, 
accidents have to be listed unde 
final categories — Ili-defined 
Other. 

A final table lists the scenes of n 
than 113,000 fatal and non-fatal 
cidents including Air, Beach, Dw« 
ing (victim' s own and non-victiz 
Farm, Office, Shop, Tavern, Bar, U 
inhabited area, Water (sea, river, ta 
ete. Jand soon. Although only 86 ac 
dents occurred in children's pla 
areas and only 197 in taverns and 
bars, a total of 1,172 (in 
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72 accidents 
cluding 39 fatalities) occurred in hos- 
pitals, which statistically would ape 
pear to be places to be shunned by ti 
accident-prone as high-risk areas. 
The explanation for this farrago o 
figures is New Zealand's cradie-to- 
grave state insurance: anyone w ho 
is hurt gets his or her full medi- 
cal costs, but if straining a thumb 




















tims away from work for a couple of 
days, the sue paye 8 compensation j 
indes nd. — - given ‘the high rate of 
unemployment ( (50,744 were drawing 
the dole in. 1983) — the collation of 
these figures at least keeps some peo- 
| ple gainully asad ed. 
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Hanoi and Phnom Penh keep open their offer of coalition government 
participation in elections but this time they set a time limit 


By Paul Quinn-Judge in Bangkok and Hamish McDonald in Sydney 


ustralian Foreign Minister Bill 

Hayden's visit to Vietnam, which 
ended on 9 March, offered Indochina 
watchers an opportunity to see if 
Hanoi's attitude to a Cambodia settle- 
ment had changed as a result of its 
latest victories on the battlefield. Evi- 


dence suggests it has: if anything it is 


now even tougher. 
But the hard line was so persuasively 
E that Hayden, initially at 
ast, took it for a new gesture of con- 
ciliation until he was enlightened by 


his Asean colleagues as he passed 


through their capitals on his way 
home. 

Hayden's Vietnamese hosts and 
Cambodian Prime Minister Hun Sen — 
whom Hayden met "accidentally" in 
Ho Chi Minh City on 9 March — reiter- 
ated their willingness to allow nearly 
everyone from the anti-Phnom Penh 
coalition government of Democratic 
Kampuchea — with the exceptions of 
Pol Pot and Ieng Sary — back into the 
country and with freedom to take part 
in politics. But this time they attached 
a deadline to the proposal. After that 
there would be no place for them in the 
Peoples Republic of Kampuchea 
(PRK). (Hayden refused to divulge the 
actual date of the deadline, referring to 
it only as "a specific year"; other 
sources indicated that the year was 
1987.) 

The implication of the deadline, 
however, is clear: by 1987 Hanoi and 
Phnom Penh expect to have completed 
their military and political consolida- 
tion of the PRK. It also suggests that 
Hanoi will be going all out between 
now and 1987 to shatter the military 
capacity of the coalition. 

Coalition supporters who did rally to 
the Phnom Penh government, Hun Sen 
told Hayden, would be allowed to par- 
ticipate if they wished in elections — 
but this is hardly a new concession. On 
18 September 1982, Hun Sen told his 
government's official newsagency that 
any Khmer working “in the ranks of 
the Pol Pot-Ieng Sary-Khieu Samphan 
clique" who abandoned the group, and 
respected the PRK constitution, would 
"enjoy the rights of a citizen" includ- 
ing those of running in elections. 

Then, as now, Hun Sen stressed that 
the elections he had in mind were those 
stipulated in the PRK constitution. 
Asean, of course, also wants elections 
in Cambodia, but wants them or- 
ganised by a four-party government 
comprising the Heng Samrin regime 
and the three coalition factions. 
Asean's proposed elections, therefore, 


would have to be preceded by the dis- 
mantling of the Heng Samrin govern- 
ment. 

This is clearly not what Hun Sen had 
in mind when he spoke to Hayden. Re- 
turnees, he made clear, could run only 
as independents. Only one party would 
be permitted — the Khmer People's 
Revolutionary Party, the communist 
party currently in power in Phnom 
Penh. During his trip Hayden also 
sought clarification of a number of 
terms used by Vietnam and Phnom 
Penh in discussing a settlement. 
Hayden said he was doing this at the 
request of a number of Asean figures, 
most recently Malaysian Foreign 
Minister Tunku Ahmad Rithauddeen. 
Foremost among these clarifications 
was the demand for the *elimination of 
the Pol Pot clique" as a precondition 
for a settlement. 

The formula, Hun Sen told Hayden, 
meant that all Khmer Rouge cadres 
would be allowed back — except the 
two leaders. The PRK sentenced both 
men to death in absentia for genocide 
in August 1979. However, Hun Sen 
said "elimination" did not imply phys- 
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Thach; Hayden: clarifications. 


ical destruction, simply 
exclusion from Cambodia. 

In talks with. Vietnamese Foreign 
Minister Nguyen Co Thach, Hayden 
says that the Vietnamese dropped 
their demands for US bases in the 
Philippines and the Australian air 
force presence in Malaysia to be in- 
cluded in any discussions of regional 
security. Previous demands for the re- 
moval of the bases, the Vietnamese im- 
plied, had been merely bargaining. 
points. 


permanent 


hile in Vietnam at least, Hayden 

obviously found the clarifications 
impressive; the latest Vietnamese sug- 
gestions were “a considerable ad- 
vance” on earlier proposals, he told 
Vietnamese Premier Pham Van Dong. 
Hayden was certainly pleased with his 
reception in Hanoi. After his two 
rounds of talks with Thach he said he 


Less than a lesson 


As the Vietnamese push Sihanouk’s forces out of their base, 
Peking reacts only mildly with attacks on the northern border 


By Paul Quinn-Judge in Bangkok and Mary Lee in Peking 


he latest fighting on the Thai- 
Cambodian border, which has spill- 
ed over on to Thai territory, has been 
for three hills opposite the Sihanoukist 
headquarters of Tatum, the last large 
coalition base left after this year’s 
Vietnamese dry-season offensive. 
Although Tatum finally fell on 11 
March, its capture proved embarrass- 
ingly difficult for the Vietnamese. 
This was probably due in part to the 
vigorous resistance that Vietnamese 
troops have encountered from the Thai 
army, and partly to the base’s advan- 
tageous geographical location: Tatum 
is situated on a steep cliff facing Cam- 
bodia, with a gentler gradient leading 
into Thailand. Asean sources say the 
Vietnamese took heavy losses in their 
campaign for the base, while on the 
other side, shortly before the base fella 
senior Sihanoukist officer, the newly 
promoted Lieut-Gen. King Men, was 
killed by a shell. 
The Cambodia issue, and more par- 
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ticularly an appropriate Chinese re- 
sponse to the current Vietnamese oper- 
ations, will presumably be one of the 
main topics of discussion during 
Chinese President Li Xiannian's visit 
to Thailand. Li, accompanied, among 
others, by deputy chief of the general 
staff, Xu Xin, arrived in Bangkok on 11 
March. 

In Peking on 12 March, a spokesman 
for the Vietnamese Embassy said 
that two battalions of Chinese troops 
had invaded Vietnamese territory on 
8 March. 

Western diplomats in Peking are not 
inclined to believe the present border 
action, including the movement of 
Chinese troops into disputed territory, 
amounts to a “lesson” on the 1979 
scale. The current view is that China 
needs all the funds it can spare for the 
import of foreign technology to update 
its economy, and cannot afford a drain 
such as a real border war on the previ- 
ous lines would require. The Chinese 
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- peace-making 
efforts, and that 
Vietnam saw “no 
better alterna- 
tive” to Can- 
berra as a site 
for peace talks. 
Later, in Ho Chi 
Minh City, after 
he heard Dong's 
"elaborations" 
he declared: "In 
my estimation, 
this is the most 
important development to take place 
in the Kampuchea border situation to 
this point." 

But his confidence must have been 
blunted somewhat by the cool reaction 
he received from the Thais on his arriv- 
al in Bangkok on 10 March and later in 
Malaysia and Singapore. Thai Foreign 
Minister Siddhi Savetsila told Hayden 
that the Vietnamese had lied to him 
when they told him there had been no 
incursions into Thailand in the current 
border campaign and that Thailand 
would not respond to any Vietnamese 
overtures while Vietnamese troops 

- were still on Thai soil. Other Asean of- 
ficials dismissed the Vietnamese pro- 
posals as nothing new. 

^* The Thais gave Hayden what he said 

was "persuasive evidence" that the 

Vietnamese actually had crossed into 

Thailand. Both Dong and Thach, he 

told journalists, had insisted that no 








Thai villagers take shelter: fighting spills over. 


appear to be content with the fact that 
Vietnam — in their view — has lost a 
major propaganda war over its occu- 
pation:of Cambodia. 

In Bangkok, the balance of opinion is 
that China is in no position to adminis- 
ter, and Vietnam in no mood to receive, 
another lesson. In 1979, the Vietnam- 
ese suffered serious and long-lasting 
damage to economic installations in 
the far north. The Chinese forces, how- 
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been there since 5 March. This seems to 
make the latest incursion the largest 
since the Vietnamese overthrow of Pol 
Pot in 1979. On his return to Australia, 
Hayden ordered Australia's Ambas- 
sador in Hanoi Richard Broinowski to 
protest to the Vietnamese foreign 
minister about the incursion into Thai- 
land. Thach replied that Vietnamese 
troops were under orders not to cross 
into Thailand but that the border was 
not clearly marked. 

Asean officials were also reported to 
be irked by Hayden's unscheduled 
two-and-a-half hour meeting with 
Hun Sen, who was said to be “acciden- 
tally" in the city at the same time as 
Hayden for a medical check-up. In an 
interview on Australian radio, Indone- 
sian Foreign Minister Mochtar Kusu- 
maatmadja said this incident had im- 
paired Hayden's credibility. 

Australia opposition foreign policy 
spokesman Ilan Macphee called 
Hayden's whole exercise "naive" and 
“amateur.” Questions are also being 
raised about Hayden's notoriously 
testy relationship with his own de- 
partmental officials: whether he gets 
the right advice, and if so, whether he 
listens. Hayden himself admitted a 
"difficulty" had been struck in his 
Cambodia diplomacy. “But having set 
ourselves this task, I don't think we 
should throw in the towel im- 
mediately," he said. o 





ever, suffered high 
casualties. The invad- 
ers’ losses this time 
would probably be 
much greater. The 
Vietnamese have more 
mainforce units along 
the border now than 
they did in 1979: about 
19 divisions on or near 
the border, as opposed 
to 12 in 1979. They are 
better dug in and most 
analysts say the Chin- 
ese would have to use 
air power this time. 

They would also 
have to wonder what 
the Soviet reaction to 
an invasion would be. 
At the time of the last 
border war, the Soviets 
did not have a large, permanent mili- 
tary presence in Cam Ranh Bay, 
Danang and elsewhere. Now they do; 
the presence includes about a squad- 
ron of MiG23 interceptors. Vietnamese 
pressure on Moscow to make a con- 
crete gesture of support in the event of 
an invasion would be considerable. So 
would the risks of confrontation be- 
tween Moscow and Peking, which 
neither wants. 
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One small 
step from 
colonial rule 


ded elections 
advance the territory 
towards democracy 








By Emily Lau in Hongkong 


I: the first territorv-wide election 
since the December 1984 signing of 
the Sino-British declaration on Hong- 
kong's future, district board candi- 
dates concentrated on the mundane is- 


sues of their neighbourhood econ- 


stituencies and ignored completely the 
biggest issue of all — the territory's fu- 
ture after 1997 when Peking reasserts 
its authority. 

Unlike other parts of the region, at- 
tempts at developing a democratic pò- 

itical process have eluded Hongkong. 

me would say political awareness 
here is at least one generation behind 
those countries in the region such às 
Malaysia and Singapore which were 
formed or became independent after 
World War II, and which marked the 
decline of Western colonial power in 
the region. 

For decades, the people of Hongkong 
have happily left the territory s admin- 
istration to senior expatriate and 

hinese civil servants while most of 
them concentrated on the pursuit of 
riches. However, the joint declaration 
signalled the beginning of the end of 
that cosy relationship. Over the next 12 
years, Hongkong-born Chinese will be 
asked to take over a greater share of 
administrative responsibility as the 


British-dominated civil service winds 


down in preparation for the 1997 take- 
over by Peking. 
On 7 March, more than 476,000 peo- 


'ple voted in the district board elec- 


tions. The 37.5% turnout of registered 
voters was 0.5% lower than the first 
district board elections in 1982, though 
the actual number of electors in- 
creased by 135,000. Under a blaze of 
publicity last December, the govern- 
ment registered 1.4 million voters out 
of a potential electorate of 2.8 million ; 
who are over 21 years of age and have 
resided here for at least seven years. 
The turnout, which the government 
viewed as satisfactory, was due n part 
to the publicity drummed up by the 
government's propaganda machine 
and in part to the campaign blitz of 
many of the 501 candidates who con- 
tested the 237 district board seats 
Among the winners, 30% are busi- 
nessmen and industrialists, 17% are 
educationalists, 8% are social workers, 
1296 are other professionals such as ac- 
countants, lawyers and doctors and 
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12.5% of the votes cast. 

Compared with the 1982 elections, 
there was a drop in the percentage of 
businessmen/industrialists and a rise 
in the percentage of professionals. 
Many of the candidates said they ran 
on local environmental issues because 
the environment is one of the more im- 
portant areas over which the district 
boards have influence. 

At meetings with the residents of the 
various district board constituencies, 
candidates found that few people 
asked questions about Hongkong's fu- 
ture. One possible explanation is that 
the electorate recognises that district 
boards have no say over the territory's 
future, so did not bother to ask. 

A small number of pro-China and 

o-Taiwan candidates were returned 

y the voters. A senior Chinese official 


- based here said he is uncertain what 


the Hongkong Government hopes to 


achieve via the political reforms, nor 


was it apparent to him what the people 
want. However, he concedes that Pe- 
king has not decided what kind of poli- 


tical change it would like to see in 


Hongkong. But, he said, the bottom 


- lineisclear: “No matter what happens, 


the changes must not affect Hong- 
kong's prosperity and stability." 
Speaking at a “Hongkong and 1997" 
conference last December Lau Siu-kai, 
director of the Centre for Hongkong 
Studies at the Chinese University, said 


the Chinese Government does not 


share the British sense of urgency for 
political reforms in Hongkong. 

To the Chinese, Lau said, the exist- 
ing institutional structure is doing well 
and should not be changed unneces- 
sarily. Reform, he said, is only needed 
to give the elites a feeling that they will 
have a stake in the system, to choose 
qualified people to administer the ter- 
ritory and to demonstrate that after 
1997 the Hongkong Special Adminis- 
trative Region will be truly autonom- 
ous. 


“PP he district board elections did not 

see the emergence of any political 
parties, though a number of casual al- 
liances were formed. Some of these re- 
turned a majority of the candidates, 
but it is doubtful whether such loose 
associations will mature into political 
parties. 

An unofficial (non-civil servant) 
Executive Council (Exco) member, 
lawyer Maria Tam, has been working 
for months with Urban Councillor 
Philip Kwok, chairman of Wing On 
Holdings, to form a political organisa- 
tion — the Progressive Hongkong So- 
ciety. 

It is understood that Tam has ap- 
proached scores of district board can- 
didates (most of them winners in the 
election), Legislative Council (Legco) 
and Urban Council members, and 
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y workers. Initial cal- | 
culati hat about 60 candi- | 
‘dates lost their HK$1,000 (US$128) de- 
posits because they polled less than 
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Tam; Kwok: formidable political force. 
union leaders in the hope of forming a 
powerful political coalition. With 
Tam's political acumen and Kwok's fi- 
nancial backing, the © Progressive 
Hongkong Society could become a 
formidable political force, especial- 
ly given the lack of a counterforce 
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(ue ‘Although the issue 
1|*:0f:1997. hardly sur- 
aM "E faced. in the election 
1 |Z campaigns, it is of 
me AR 1% great importance be- 
D XM | cause without a suc- 

E | cessful transition of 
power from British to 
Chinese rule, the terri- 
tory's future will be 
bleak. Unofficial 
Legco member, Stand- 
ard Chartered Bank 
area general manager 
Bill Brown, said the 
elections “represent 
the first step for Hong- 
kong on its very long 
road to develop a fully 
elected Legislative Council.” 

In 1982, Hongkong’s 18 district 
boards were set up on a geographical 
basis “to provide a forum for publie 
consultation and participation at the 
district level.” With the signing of the 
Sino-British declaration on Hong: 
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Struggle at a stroke : 


The sudden illness and removal from the political stage of 
kingmaker Tanaka seems sure to spark a scramble for power 


By Charles Smith in Tokyo 


A teoueh no member of Japan's rul- 
ing Liberal Democratic Party 
(LDP) seems to have been allowed to 
see ex-premier Kakuei Tanaka since 
he went into hospital on 28 February, 
the impression is gaining ground that 
Japanese politics will have to manage 
— possibly permanently — without its 
most powerful single individual. 

Tanaka's doctors said initially that 
he would need *two to three weeks" to 
recover from what they described as a 
mild cerebral apoplexy. The revision of 
this diagnosis to that of a cerebral in- 
farction requiring up to three months' 
treatment sent shock waves through 
the ruling party when it was an- 
nounced on 4 March. Since then there 
have been no further detailed bulle- 
tins, but the news that Tanaka was 
being fed intravenously for his first 10 
days in hospital and was only able to 
drink a small quantity of rice gruel on 9 
March, has hardly reassured well- 
wishers. 

Tanaka's absence from the political 
scene seems to have stunned, rather 
than stimulated, his colleagues in the 
LDP, but this does not mean things are 
carrying on just as they would have if 
the ex-premier had remained active. 
An extremely important side effect of 
the illness could be to speed-up what 
some commentators have started to 
label the "generational change" in 


LDP politics — starting with the huge 
Tanaka faction itself. t 
The faction's titular leader, Susumu 
Nikaido, 75, who also holds the post of 
LDP vice-president, is certain to come 
under pressure from younger faction 
members to step down if his “mentor,” 
Tanaka, remains out of action for very 
long. If he does so, the leadership aspi- 
rations of Finance Minister Noboru 
Takeshita, 60, who has emerged as the 
standard-bearer of the *Young Turks" 
within the faction, will begin to look 
more plausible — possibly resulting in 
a factional split. 7 ti 
Takeshita’s personal support group, 
the Soseikai, whose formation in Feb- 
ruary may have contributed to the 
mental strain which is said to have 
brought on Tanaka’s illness, posf- 
poned what was to have been its sec- 
ond meeting immediately after the ex- 
premier was taken to hospital. Behind 
a public show of sympathy for his ail- 
ing boss, however, Takeshita seems to 
be hard at work recruiting more mem- 
bers for his organisation. j 
The results of Takeshita’s discree 
recruiting campaign are riot likely to 
be known until early April; when the 
Soseikai holds its next meeting, and 
perhaps not even then if a further post- 
ponement is decided onciBut rümour 
suggests that the original-tump of 40 
members (one-third of the Manaka fac- 
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"shall be constituted by elections," the 
Hongkong Government has begun to 
reform its administrative structure, in 
which power is concentrated in the 
hands of senior civ! servants and a 
handful of unofficial Exco members 
appointed by the governor. 


he government's first step in its re- 
form programme has been to increase 
the number of elected members sitting 
on the district boards while withdraw- 
ing all official members. In September, 
the district boards together are to elect 
10 members to Legco. Nine "func- 
tional" groups, including those repre- 
senting the commercial, industrial, 
legal and medical sectors of the com- 
munity, are to elect another 12 repre- 
sentatives to the reconstituted Legco. 
The day after the district board elec- 
tions, the government published a bill 
on the first indirect elections to Legco. 
It stipulates that candidates will have 
to win an “absolute majority,” that is 
more than 50% of the votes cast in their 


tion's parliamentary strength) could 
expand to 80 or more within the next 
few months. One reason for this is that 
MPs belonging to the Tanaka faction, 
who originally were scared away from 
the Soseikai by warnings of "financial 
sanctions" — the cutting of political 
funding — are now plucking up cour- 
age to join. 

If Takeshita succeeds in using 
Tanaka's illness as an excuse for grab- 
bing the initiative, young leaders in 
other LDP factions headed by aging 
and immobile leaders could also be- 
come restive. But this is far from being 
the only way in which the illness of the 
ex-premier threatens to change the 
LDP power structure. Tanaka's final 
withdrawal from politics, if and when 
it comes, could have a profound influ- 
ence on the careers of his contem- 
poraries and rivals, as well as on po- 
tential successors. Among those most 
likely to be affected is former prime 
minister Takeo Fukuda, the head of the 
LDP's third-largest faction — and a 
sworn opponent of everything Tanaka 
stands for. 


ukuda and Tanaka became rivals in 
the 1960s, when both were promi- 
nent members of the government head- 
ed by Eisaku Sato, and bitter enemies 
after Tanaka won election to the party 
presidency on Sato's retirement. The 
history of their struggle includes some 
murky but apparently successful in- 
trigues by Fukuda during the final 
months of Tanaka's two-year term of 
office in 1974 and Fukuda's own defeat 
by a Tanaka nominee, Masayoshi 
Ohira, when he tried to win re-election 
as LDP president in 1978. 
At the age of 80, and with a 32-year 
career in politics behind him, Fukuda 
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kong's future, which stipulates that | 
the territory's legislature after 1997 
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that elected Legco members would 
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Writing on the eve of the elections, a | 


former home affairs director, John 
Walden, warned that the trappings of 
power should not be mistaken for 
power itself: “It would be self-delusion 
of the highest order for Hongkong peo- 
ple to assume that the promises re- 
peatedly made to them of 'representa- 
tive’ and ‘autonomous’ government 
after 1997 can have any meaning at all 
unless the monopoly of power now 





exercised by Hongkong's most senior | 


civil servants is brought under public 
control, well before Britain relin- 
quishes sovereignty over the colony.” 
Walden said Hongkong people have 
never been encouraged to understand 
that political power does not lie in 
Legco but in the civil service, and in 
particular in the hands of a few policy 
secretaries. The proposed political re- 
forms make no provision for this 
monopoly of executive power to be 
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Fukuda; Tanaka; Takeshita: 
protagonists and aspirant. ^ 


would probably have retired 
from the leadership of his fac- 
tion some years ago if he had 
not felt obliged to keep up the 
fight against Tanaka. If Tanaka 
proves finally to be incapaci- 
tated, Fukuda may retire — 
which should be good news for his fac- 
tional heir-apparent, Foreign Minister 
Shintaro Abe. 

Tanaka's illness seems unlikely to 
produce any immediate impact on the 
other faction of the LDP's "big three" 
— the group headed by former prime 
minister Zenko Suzuki, if only because 
















Suzuki is already in the process of | 


bowing out in favour of his chosen suc- 
cessor, Kiichi Miyazaya. However, the 
absence of Tanaka as a key player in 
the 1986 election for LDP leadership 
(due after Prime Minister Yasuhiro 
Nakasone retires compulsorily at the 
end of his second term of office) could 
profoundly affect the Suzuki faction. 
Hitherto, Suzuki and his follow- 





shared with the legislature. “If this 
thistle is not firmly grasped now, the 
outcome of the government's political 
reforms can only be an illusion of rep- 
resentative government. This is be- 
cause the Sino-British agreement. . . 
gives the Chinese Government the 
right to appoint all secretaries," he 
said. 

One argument often advanced by 
critics of the present system is that be- 
cause the district boards have no real 
power, they cannot attract a high turn- 
out during elections. While some gov- 
ernment officials have taken pains to 
point out that the powers of the district 
boards will be gradually increased, the 
territory's Chief Secretary-designate 
David Akers-Jones said power in fu- 
ture will still be concentrated in the 
central government. 

In an interview in the popular Ming 
Pao Weekly, Akers-Jones said that he 
is satisfied with the present district 
board system. He said board members 
can express their opinion on any sub- 
ject, and one must not underestimate 
this, because opinion is power. oO 


, ers have remained 
firmly within what 
is known as the LDP 
"mainstream" — à 
group consisting of 
the Tanaka, Suzuki 
and Nakasone fac- 
tions that has suc- 
cessfully worked to- 
gether to elect the 
last three LDP presi- 
dents. With Tanaka 
incapacitated, or out 
of politics altogether, 
the Suzuki faction 
might have to look 
for new friends in 
1986 perhaps 
among the  "anti- 
mainstream" fac- 
tions that it has re- 
garded as its tradi- 
tional enemies. 

The final and most 
immediately crucial 
question about Tan- 
aka's illness is how it 
will affect the present cabinet. Naka- 
sone, like most of his predecessors, isa 
close confidant of the ex-premier as 
well as a protégé and political ally. 
He would have had no chance of win- 
ning election to the party presidency in 
1982 if Tanaka had not endorsed his 
candidacy and even less chance of win- 
ning re-election to the top job last au- 
tumn. 

Without the personal backing of 
Tanaka, the Nakasone cabinet is 
bound to seem weaker than before, but 
possibly not fatally so. For the time 
being, all the major players in the LDP 
power game may be too confused to 
gear themselves up for a concerted at- 
tack on the prime minister. 
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—. BySuhaini Aznam in Kota Kinabalu 
7 ne Blowpipe is an aptly named, 
| 







little-known bar half an hour's 
_ drive from the Sabah capital of Kota 
Kinabalu. There, on any given night, a 
-— small group of Kadazan intellectuals 
— meet and talk over potent measures of 
— tapai— a local drink made from cas- 
- Sava. They sing spirited Kadazan songs 
— and discuss one dominant theme — the 
need for Kadazans to assert them- 
. selves. 

_ The sentiments expressed at the 
Blowpipe can be heard wherever 
- young, politicised Kadazans meet pri- 
- vately, out of earshot of other groups. 
The essence of Kadazan pride is best 
Captured in their harvest festival song 
_ about a lost past: “.. . we join hands in 
___ friendship, each other to forgive. Then 
— to fight for a common cause...” A 
- Kadazan cultural activist put it more 
— prosaically: “If we do not fight now, 
- when else will we get the chance? We 
__ must struggle now because the present 
— political trends are disregarding 
dazans.” 

_ With a state election expected 
— within a few months, Kadazan politics 
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— loom over the Sabah political land- 
scape, which is complicated by the 


- “anak tiri," or step-child complex. 
- Within this state of 28 different ethnic 
—. groups, no one group can predominate. 
- The logical upshot — in line with Ma- 
_ laysia's famed politics of compromise 
= — means that someone always feels de- 
-  prived and discontentment is rife. 
- — Undeniably, the wave of “Sabah 
_ nationalism” sweeping the East Ma- 
laysian state derives mainly from the 
_Kadazan community, in part due to 
_ their numerical strength. In 1970, the 
Ke dlazans, a collective name for the 
-Dusuns, Sungei and Kadazan (mean- 
ing town) people of the same stock, 
_ comprised 30% of Sabah's indigenous 
_ population. But for the sake of na- 
~ tional integration, the state govern- 
_ ment instructed that the 1980 national 

. census designate all Sabah's indigen- 
— Ous groups as “pribumi” — then total- 
- ling 82.9% as opposed to 16.2% 
- Chinese and 0.9% unspecified 

. "others" — leaving the exact indigen- 
- Ous ethnic ratio uncertain. Signifi- 
- cantly, mixed parentage Sino-Kada- 
— zans are now inclined to class them- 
- selves just Kadazan, an indication 
_ perhaps of the Kadazan stature and 
_ clout on the Sabah political-economic 
— horizon. 

Certainly, in Sabah's 21 years of po- 
litical history since the formation of 
Malaysia in 1963, the Kadazans have 
proved to be the most politicised 
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The importance of being Kadazan is a growing issue in 
. Sabah's politics as the state approaches elections 


group. The United Pasok-Momogun 
Kadazan Organisation (Upko) led by 
the first chief minister, Tun Fuad 
Stephens; the United Pasok Nunuk- 
ragang National Organisation (Pasok), 
a nominally multi-racial party whose 
members are nevertheless reportedly 
80% Kadazan, and the still-unregis- 
tered Parti Kadazan Momogun Sabah 
are all, in reality, Kadazan parties. 

Now the Kadazans are rallying 
around the new acknowledged “hu- 
guan siou” (para- ` 
mount leader) 
Datuk Joseph. 
Pairin Kitingan 
(REVIEW, 14 
Mar.), president 
of the newly 
formed Parti Ber- 
satu Sabah (PBS 
— Sabah United 
Party). Although 
the PBS has a 
multi-racial plat- 
form, its found- 
ing fathers are 
predominantly 
Kadazan. Dis- 
pelling its Kada- 
zan image is 
therefore high on 
the party's prior- 
ity list, since win- 
ning the confi- 
dence of the other 
groups is imperative if Kadazans want 
to lead Sabah. 

Many Sabah sons object to the col- 
lective pribumi label, and despite lead- 
ers of the ruling Berjaya party de- 
nouncing ethnocentrism, feel a loss of 
individuality because they are not 
identified in their different ethnic 
groups. The pribumi tag promises to be 
an issue in the upcoming state elec- 
tions. 


T he label is all that more contentious 
because it is also applied to an esti- 
mated 250,000 Indonesian immigrants 
and thousands of Muslim refugees 
from the southern Philippines. 

Ethnic politics are further compli- 
cated by religious loyalties. Among the 
major ethnic groups, Kadazans are 
predominantly — Roman Catholic, 
Muruts are about half Christians and 
half Muslims, while Bajaus and Malays 
are overwhelmingly Muslim. 

In Tambunan, where Berjaya was 
severely trounced by Kitingan in a by- 
election on 29 December, the predo- 
minantly Catholic Kadazans warily 
watch energetic Muslim dakwah (pro- 
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age set up by the Majlis Ugama Islam 
Sabah (MUIS — the Sabah Islamic 
Council). The choice of location was 
unfortunate: 

Opposition parties who interpret the 
Tambunan by-election as signalling an 
opposition groundswell, however, may 
suffer from premature confidence. Any 
incumbent holds some formidable ad- 
vantages and Sabah Chief Minister 
Datuk Harris Salleh has more than 
most: They include: 

» Development funds and party jobs 
to dispense. 

> Prime Minister Datuk Seri 
Mahathir Mohamad's own recent en- 
dorsement. 

» Sabah's good relations with the fed- 
eral government during Berjaya's time 
in office, illustrated by a series of visits 





by federal ministers to Sabah over the 
past two months. 
» An undeniable federal predeliction 
for a strong Malay, and Muslim, execu- 
tive head of state. 

All these combine to make an impos- 
ing array of hurdles for any challenger. 
On top of that, Berjaya is anxious to 
dispel the "secular" image that swept 
it into power in 1976 — “perhaps to 
please Kuala Lumpur" suggested a 
former Chinese politician. In the nine 
years of Berjaya rule, MUIS records 
show an unprecedented 32,112 con- 
verts to Islam compared to the 24,000- 
plus “new brothers" brought in be- 
tween 1970 and 1975 under the previ- 
ous United Sabah National Organisa- 
tion (Usno) government. 

Muslim dakwah and Christian mis- 
sionary activity among  Sabah's 
shrinking pagan population is not at 
issue. But when a seemingly overzeal- 
ous MUIS appears inexorably bent on 
converting Christians, resentment fes- 
ters. In fact, in trying to better Usno's 
performance, Berjaya may well have 


‘swung too far the other: way. Non- 
Muslims resent what they see as undue 
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influence to “convert” in a state which 
did not have Islam as an official reli- 


gion — one of the preconditions in the 
0 


-point Malaysia agreement — until 
Usno's reign. Allegations of promises 
of money or licences or conversely, 
threats to jobs or promotion prospects, 
are rampant, upsetting both non-Mus- 
lims and many Muslims who angrily 
see such carrot-and-stick tactics as 
making a farce of Islam. 

Meanwhile, Sabah Chinese feel un- 
easy with the government's bumiputra 
and Muslim tack. Berjaya, said one, 
had “made a 180-degree turn.” Sea- 
soned Sabah politicians recognise the 
dangers. The block votes of the 
Chinese, though heavily outnumbered, 
have traditionally been decisive for the 
outcome of an election. Given past vot- 
ing patterns, Chinese disaffection can 
easily dent Berjaya's popularity at the 
polis, or worse, prove fatal. In 1967, the 
Chinese backed the identifiably Malay 
and Muslim Usno against the Kada- 
zan-based Upko. Usno won and ruled 
Sabah until 1976, when the Chinese 
threw their support behind multi-ra- 
cial Berjaya. 


T his year the Chinese are expected to 
switch horses again. Political ob- 
servers within the Chinese community 
itself indicate that the Chinese are 
willing to back Kitingan, with whom 
they share at least one common in- 
terest — preserving religious au- 
tonomy in the face of massive efforts 
towards Islamic conversions. 

To complicate matters, Sabah's 
state-federal relations have been col- 
oured by its unabashed independence 
of spirit — sometimes perceived on the 
peninsula as a wish for independence 
from the federation. Although Kuala 
Lumpur has always seen the advan- 
tages of having a strong leader heading 
the state government, it remembers 
only too well the secessionist tenden- 
cies of two previous chief minis- 
ters, Stephens and Tun Mustapha 
Harun. In Mustapha's case, it prompt- 
ed Kuala Lumpur to back the rival 
Berjaya party in the 1976 elec- 
tion, costing Usno the state and Mus- 
tapha the position he so coveted. 

Berjaya has shown itself to be more 
tractable. Some of the mutual accom- 
modations are merely cosmetic, such 
as establishing a similar time zone 
for Peninsular and East Malaysia; 
others have more significance — the 
booming island of Labuan is now fed- 
eral territory, immigration procedures 
for Peninsular Malaysians to visit 
Sabah have now been relaxed, many 
Peninsular Malaysians work in Sabah, 
though this, too, threatens to be an 
election issue in Sabah. 

Today, some Sabahans still use the 
phrase “Malaysian colonialism,” when 
caught off-guard. Peninsular Malay- 
sians return the compliment by slip- 
ping up with “we Malaysians” as op- 
posed to "those Sabahans." The lapses 
display a state of mutual unfamiliar- 
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oday rio one in Sabah wants to 
leave Malaysia," said a Sabahan, “but 
we must have our autonomy." The 
seeming contradiction is a hairline dif- 
ference stemming from fear of losing 
Sabah individuality and cultural iden- 
tity rather than. secessionist tenden- 
cles. 
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Sabah politics is also unique at that its 
voting history has shown a remarkable 
willingness by parties to seek political 
partners across ethnic and religious 
lines. This makes forecasting voter al- 
legiances in Sabah a difficult pas- 
time. o 
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ict Board discussed the possibil- 
of legalising prostitution by setting 
1 "red-light district." Thisidea was 
ted in a report by a working group 
d by the attorney-general. 

ne member quite sensibly argued 
"this would raise government 
enue and control the spread of ven- 
| diseases. Government regulation 
ld also help to curb. the serious 
lem of child prostitution — not to 
ion the blow it would deal to the 
angs who are now firmly in con- 
e business. 

nother member, To Boon-man, 
he opinion this was unaccepta- 
the existence of a red-light dis- 
Vas against Chinese morality. 
a curious view of "Chinese mor- 
Confucian texts, the repository 
1esé morality, do not address the 
ie. Perhaps by morality To means 
tom. But, then, 
ong girls; or the great Sung and 
courtesans; or the lively theatre 
brothel areas of old Peking — 
en being the most famous; or in- 
d the red-light districts in every 
of China: until the Revolution, or 
that matter Taiwan today. 







































































































to red-light districts they were 


nal morality. One of the aims of 
volutionary puritanism was pre- 

(ly to do away with the old morals. 
s To a communist, perhaps?. One as- 
sumes not. But his statement that “I 
absolutely don't want to see a red-light 
district in the future Special Adminis- 
trative Region of Hongkong" does not 
suggest that liberal winds will blow 
‘the stuffy British leave. 

n the contrary, if the “debate” of 
rs ago on homosexuality in the 
is any indication, the British 
ea safeguard against bigotry and 
tolerance. In June 1983, a Law Re- 


decriminalisation of homosexuality in 
private between consenting adults 
over the age of 21. There was a reaction 


some ways Hongkong is remark- 


, but as soon as ‘either is discussed in | called homosexuality 


ecently: members of the Eastern 


what about the- 


the Chinese communists put 


acting in accordance with trad- - 


form Commission report proposed the 


| the body in four e coats 
of general outrage. P E to. the |. ! 











Chinese-language daily, Wah Kiu Yat | 


Po, 


standards but also is a perversive 
pathological behaviour condemned by 
the public." Lin Tai-yi, editor-in-chief 
of Reader's Digest's Chinese edition, 
"more of a 
maladie Anglaise” -— a feeling shared 
by a Chinese policeman who stated 
that “we Chinese aren't ready to ad 
such things.” 


Nothing in Chinese literature or his- - 


tory supports the view that homosexu- 
ality was any less common or accepted 
in China than elsewhere. Not surpris- 
ingly in a Chinese city, the vast major- 


ity of people patronising Hongkong's | 


few gay bars are Chinese. That somany 
Chinese blame "such things" on the 


wicked white man is ironic, to say the - 


least. For it was that same white man 
who instituted the law in Hongkong 


-forbidding homosexual activities — 


based on a British statute of 1861 on 
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The colourful tradition of 


“homosexuality not only runs |. 
counter to traditional Chinese moral | 


comm amiet pur itanism was at See in- 


| fluenced by European ideas on moral- 


ity; Marxism itself was after all built 


on Judeo-Christian foundations. 


‘Traditionally, Chinese attitudes to 
such things” were much like those in 
ictorian England: based on a double 
standard, both in terms of class and 
sex. As Margaret Ng put it in a com- 
mentary for the Hongkong Standard: 
“For many centuries Chinese society, 
as with a large number of other tradi- 
tional societies, has tolerated the un- 
mentionable by relegating it to a realm 
outside the normal life and circle of 


m 







normal citizens.” 


T: can be great fun for men with 
money to spend, and such sub-cul- 
tures can bear artistic fruits that far 
transcend their original purpose of 
sex. The “Floating World” of 17th cen- - 
tury Japan, with its kabuki theatres, 
courtesans, writers and woodblock 


artists, is perhaps the most famous 
example. But the kind of hypocrisy 
which consigns the unmentionable to 
special classes can lead to all kinds of 
abuse, especially where poverty is 
widespread 








Pakistans art road show. 


By Jamal Rasheed in Lahore 


|: t is the most widely known art form. 


in Pakistan, popular from the Kara- 


korum mountains to the Arabian Sea. 
Doctoral theses 







e been written on 
it; and examples hang in the homes of 
conoisseurs in Europe and the United 





States. It is an art form not taught at 


any academy, but thousands make a 
living out of it. It is not the latest fad, 
but in fact quite an old one: the art of 
truck painting. 

The trucks and buses of Pakistan are 


famous for their mass of colour, flowers, . 
scenery, strange figures and stylised 


Arabic script. Truck owners and driv- 
ers buying a Bedford or Hino truck 
chassis in Karachi first have to spend 
thousands of rupees getting the high 
bodies made. Once that is completed, 
the trucks are taken tobe paintedin one 
of a handful of urban centres. The cur- 
rent craze is for the Peshawar style — 
“estile” in the local vernacular. | 

The painters in Peshawar first paint 

















of background 


colour, invariably white, blue or red. 


Then come the real artists who cover 
the truck in small floral designs, leav- 
ing much of the plain background visi- 
ble. On the back of the truck is usually 
a scene of the Khyber Pass, or an idyllic 
mountain road. The. painted highway 
is not pot-holed, the painted towns are 
not full of garbage and the mountains 
reflect every colour of the rainbow. . 
One of the major centres for truck 
and bus painting is Karachi, where the 
“big estile” is favoured. These are huge 
floral patterns and swirls of colour 
blocking out all the background and 


'covering the entire truck in a maze of 
design. In Rawalpindi, another major 


centre, the big style is also popular but 
in Khushab, the main painting centre 
for Punjab, all the styles are copied and 
the Peshawar style is the favourite. — 

It costs anything. "up to Rs. 2,500 
ires id fora truck. to de pi painted, 
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4 
that shocked 19th-cen- Ate 
tury social reformers in’ 
Britain into action. In'$ 
their eyes, a modern, 
civilised and Christian 
country could no longer ' 
tolerate the exploitation 
of young men and women 
for the pleasure of others. 
This was in itself a laud- 
able idea, but the zeal to 
reform all too often came 
from prigs and puritans 
(a bit like some ardent 
feminists today). That 
the downfall of Oscar 
Wilde took place in a 
period of large-scale so- 
cial reform is no coinci- 
dence; that the prosti- 
tutes of London danced 
on the steps of the Old Bailey at the 
news of his conviction adds an ironical 
twist. 

Such ideas, mainly through mis- 
sionaries, spread to the Far East, too. 
Chinese and Japanese were told by 
righteous Europeans that their red- 
light distri¢ts were an abomination. 
Asian idealists, eager to drag their an- 
tient societies into the modern world, 
began, perhaps unconsciously, to asso- 
ciate modernity with 19th-century 


workers and apprentices on very low 
wages to paint the background. An ap- 
prentice, often a boy of 12 or 13, gets 
Rs 100 a month plus food and board. 
The workshop owner then hires the 
local scenic painter who comes to do 
the floral work and the scene on the 
back of the truck. He and his workers 
are provided the paint and they can 
finish up to two trucks a day, if not too 
many patterns are required. 
' The fascination of this art form ex- 
tends to the artists themselves. Most 
are illiterate and even the script writ- 
ers who paint the names of the truck or 
bus company on the sides of the vehi- 
cles often only know the alphabet and 
copy letters rather than read them. 
Some of the best known shops in 
Khushab or Peshawar are owned by 
families who have been painters for 
three generations. Sons branch out and 
open their own shops so that the father, 
hrough his sons, often controls three or 
four shops operating in a single town. 


"Phe Pathans of the North-West 

Frontier Province (NWFP) love por- 
traits of masculine looking film act- 
tesses wielding rifles with their breasts 
covered in bandoliers of bullets. In the 
hot plains bf Punjab, the local Punjabi 
truck owners prefer scenes of cool 
mountain gorges and icy rivers run- 
ning alofigside a perfect highway. In 


{STEAM BATH 


Christian ideas. The marginal classes 
had to be abolished, the pleasure dis- 
tricts cleaned up; all this to sweep 
away the cobwebs of "feudal" society. 
In communist China many of the old 
abuses are indeed no more — though 
there are plenty of new ones. People 
suspected of homosexuality are known 
to have been executed. 

In Hongkong, not as yet a totalita- 
rian society, the old unmentionables 
live on, but, in the best Confucian trad- 


Sindh seascapes are also popular. 


Politics have come to play an impor- 
tant part in the portraits adorning the 
back of trucks. A favourite for Pathans 
is still a portrait of the late president 
Ayub Khan, himself a Pathan, who was 
deposed in 1968. His decade of military 
rule is still considered a golden period 
by many Pathans because the NWFP 
was first developed then. 

There are no portraits of Yahya 
Khan, during whose brief tenure as 
president East Pakistan became 
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Truck art: wide audience. 









A SAUNA BAT : 
Kowloon today; homosexuals in early 18th-century China: bigotry and intolerance. 





ition, people prefer not to 
discuss them. When they 
are forced to do so by 
well-meaning British 
legislators who, in the 
|9th-century European 
tradition, try to be ra- 
tional about these things, 
the wickedness is blamed 
on à new marginal class; 





the Europeans them- 
selves — the maladie 
Anglaise. 


It is argued by some 
that, taking account of 
ancient Chinese hypoc- 
risies, it is foolish of 
meddling Westerners to 
put their muddy boots in 
such sensitivities by 
mentioning the unmen- 
tionable at all. The word 
democracy is often invoked here, as if 
majority opinion is necessarily demo- 
cratic. Surely democracy exists to pro- 
tect minorities from mob rule. And if 
the present legislators can protect 
homosexuals by decriminalising the 
law, and minors by regulating pros- 
titution, this is a good thing. If these 
things are left purely to common hypo- 
crisy, however, the future of Hongkong 
is left to the bigots — which is not an 
inviting prospect. ü 


Bangladesh. However, there is the oc- 
casional portrait of his favourite 
girlfriend — at the time nicknamed 
Gen. Rani by the press — who is cur- 
rently serving a sentence in a New 
York jail for drug offences. Portraits of 
former Pakistan prime minister Zul- 
fikar Ali Bhutto, which would natur- 
ally be immensely popular in Sindh, as 
he was a Sindhi, are banned under the 
current military regime. But many 
painting shops in Sindh are adorned 
with photographs of Bhutto, from 
which, no doubt at a later date, por- 
traits will be made. There are no por- 
traits of President Zia-ul Haq. 

The Pakistani art elite has by and 
large ignored these illiterate, un- 
trained but obviously talented young- 
sters, who make their living exclu- 
sively from truck art. They hold no 
exhibitions of their work in art gal- 
leries, and ministers do not praise their 
art in lavish speeches. 

Painting is a very broad-based and 
popular medium of expression in 
Pakistan, especially at a time when so 
many other cultural forms of expres- 
sion are either banned or come under 
strict censorship. Truck art has made 
the general population in villages and 
towns far more aware of painting and 
colour than if they were to be exposed 
only to the gallery form of art, which is 
rarely seen by the masses. 
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Portrait of a premier 


The Making of a Premier: Zhao 
Ziyang's Provincial Career by David 
L. Shambaugh. Westview Press. Bould- 
er, Colorado. No price given. 


L t is now nearly five years since Zhao 
Ziyang replaced Hua Guofeng as 
premier of China's State Council. Lit- 
tle was known of Zhao at that time 
beyond the fact that, as provincial gov- 
ernor of Sichuan, he had presided over 
important experiments in economic 
reform, and his personal life remains a 
mystery. 

As Zhao's stature and role as a na- 
tional leader have grown, the lack of a 
serious full-length study of Zhao has 
become particularly glaring. Sham- 
baugh's study of Zhao's career up to 
1980 is therefore very welcome indeed. 

This is not a full-scale biography 


(which is probably impossible at this 


time given the limited amount of mate- 
rial available) but rather a survey of 
Zhao's official career from 1951-80 
based on speeches, reports in the 
Chinese press, secondary sources such 
as Ezra Vogel's outstanding study Can- 
fon Under Communism, and Red 
Guard publications of the late 1960s. 
Zhao arrived in Guangdong in the 


š early 1950s as part of a group of north- 
ern cadres sent to enforce a harsher 


programme of land reform. As assist- 
ant director of the land reform com- 
mittee, Zhao was involved in oversee- 


ing what Shambaugh singles out as an 
especially "brutal" 
landlords in the 


campaign against 
spring of 1951. 

A trusted subordinate of Tao Zhu, 
who replaced Ye Jianying as 1st secre- 
tary of the South China Sub-Bureau in 
1953, Zhao became director of the pro- 
vincial Rural Work Department, as- 
suming primary responsibility for ag- 


ricultural affairs in the province, in- 
cluding enforcing the policy of com- 


pulsory grain output quotas intro- 


‘duced in 1954 — now being disman- 


tled. 

Although he appeared an early sup- 
porter of the Great Leap Forward in 
1958, Zhao maintained a low profile in 
the campaign to form rural communes 
and in 1959 became a critic of over- 
zealous approaches to collectivisation. 
Shambaugh suggests that both Zhao 
and his patron Tao were associated 
with the critics of the Great Leap For- 
ward at the 1959 Lushan plenum. 

With the failure of the 1960 harvest, 
provincial leaders quietly took steps to 
effectively decentralise the communes, 
assigning land, tools and farm animals 
to production teams. Guangdong went 
even further in guaranteeing private 


ame 


plots and free rural markets and con- 
tracting output to households. These 
steps were emulated in other provinces 
in 1961-62 and would later become the 
core of the rural reform policy Zhao 
championed in the late 1970s. 

As the attack on "rightists" within 
the party began in the 1960s, Zhao was 
among the line administrators who re- 
sisted attempts to roll back the post- 
Leap reforms, deflecting new cam- 
paigns to restore collectivisation and 
class struggle and arguing for the need 
to retain free markets and material in- 
centives in the countryside. 

In 1965, Zhao, promoted to 1st party 
secretary of Guangdong, continued to 
insist (in an article published in the 
People's Daily) that revolutionary ef- 
forts be integrated with the spirit of 
"seeking truth from facts" and criti- 
cised “coercion and commandism” in 
production. 

Zhao came under attack in Red 
Guard publications in January 1967. 
He was paraded in a dunce cap through 
the streets of Canton with other party 
officials in February. Among the 
charges against him were advocating 
revisionist agricultural and economic 
policies during the Great Leap For- 
ward, supporting the "responsibility 
systems" in agriculture during the 
post-Great Leap Recovery and pro- 
moting “economism” in the early 
1960s along with Liu Shaoqi, Deng 
Xiaoping and Chen Yun. 

Zhao reappeared four vears later as 
a party secretary in Inner Mongolia, 
one of a number of veteran cadres re- 
habilitated at about the time of Lin 
Biao's death following an alleged at- 
tempt to assassinate Mao. In 1972, Zhao 
was transferred back to Guangdong as 
vice-chairman of the provincial revo- 
lutionary committee and named a 
member of the party central committee 
in 1973. The climate of confrontation 
between radicals and the returning 
moderates remained tense, however. 
Zhao's position on leftism and reforms 
was less clear during this period, or ex- 
pressed only indirectly. 


A: example was his intriguing role 
in the case of Li Yizhe — the 
pseudonym of three dissident Red 
Guards who, on release from detention 
in 1971, wrote articles and wall posters 
critical of Lin Biao and the Cultural 
Revolution and arguing the need for 
socialist law and democracy. Zhao ini- 
tially encouraged the dissident critics, 
but when a more provocative Li Yizhe 
wall poster in 1974 was condemned by 
powerful leftist leaders in Peking, the 
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three were charged with sedition and 
subjected to mass criticism. 

Agreeing with earlier studies by 
Merle Goldman and Stanley Rosen, 
Shambaugh notes that the dissidents 
were allowed to refute their critics at 
length in these sessions, thereby airing 
views that Zhao and his colleagues 
probably supported but could not 
openly espouse. The three were sub- 
sequently released, then rearrested 
after the suppression of Democracy 
Wall in 1979. (Wang Xizhe, one of the 
three, remains in jail under a 15-year 
sentence confirmed in 1982.) 

Zhao moved to Sichuan as Ist party 
secretary in late 1975, one of nine re- 
habilitated cadres assigned as provin- 
cial leaders that year. Zhao was criti- 
cised but not purged in the attacks on 
Deng following the death of Zhoü 
Enlai in 1976. He made only per- 
functory criticisms of Deng, which 
Shambaugh argues was a clear demt 
onstration of loyalty in the context of 
the times. Following the death of Mao 
in September and the subsequent ar- 
rest of the Gang of Four, Zhao quickly 
joined in condemning the gang and the 
process of investigating and purging 
their associates in Sichuan was set in 
motion. 

The rural reform policies that would 
eventually extend to all of China began 
in Sichuan under Zhao's direction in 
the second half of 1977. In the follow- 
ing year, experimental industrial re- 
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forms were initiated in Sichuan, ex- 
panding enterprises' decision-making 
power and introducing market factors 
into economic planning. At the same 
time, Zhao began to adopt a higher 
public profile and travelled abroad for 
the first time, visiting Romania, 
Yugoslavia and Iran with Hua. 


he 3rd Plenum of the 11th Central 
Committee in December 1978, à 
major turning point in the reformists' 
consolidation of power, adopted a pro- 
gramme of economic reforms based on 
the experiments in Sichuan and other 
provinces. Zhao had become à promi- 
nent spokesman for reform and was 
elected to the politburo in 1979. By 
early 1980, Zhao's responsibilities had 
shifted to Peking where he was made a 
vice-premier in April. In September, 
he was confirmed as premier of the 
State Council by the 5th National Peo- 
ple's Congress, replacing Hua. 
Shambaugh has done a great service 
in assembling a systematic narrative of 
Zhao's career from the meagre materi- 
als available. Regrettably, the study is 
marred by an unfortunate manner of 
presentation, awkward jargon and tir- 
ing lists of persons Zhao may or may 
not have met, articles he may have 
read, meetings attended and so forth. It 
suffers even more from Shambaugh's 
attempt to place his work in the con- 
text of theories of elite mobility in 
China. 
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The author's thesis, that 
“as a provincial elite [sic], 
Zhao's relationship with 
the central political au- 
thorities is the crucial vari- 
able affecting his career," 
is a trivial one compared to 
the larger questions which 
this book raises, but unfor- 
tunately does not fully ad- 
dress. Most of his other 
conclusions in this regard 
are equally unenlighten- 
ing, for example, “profes- 
sional competence does 
make a difference.” It is 
also questionable whether 
the pattern of elite mobi- 
lity expressed ,by Zhao's 
career, spanning epochal 


transformation of the party 
from insurgent guerillas to 
the rulers of the world’s 
most populous nation, 1s 
likely to be an enduring 
one. 

The greatest achieve- 
ment of this study is that it 
illustrates how members of 
the present leadership 
came to modify hard-line 


| course of exercising line 
4 — responsibility for economic 
affairs inthe 1950s, moving to- 
wards à scepticism of collectivisation 
and ideological incentives which crys- 
tallized in the aftermath of the Great 
Leap Forward. 

It shows how provincial leaders sub- 
sequently continued to implement and 
support reformist economic policies in 
the 1960s even as the changing politi- 
cal winds in Peking meant the risk and 
ultimately the reality of political dis- 
grace. Finally, it contributes greatly to 
our understanding of how members of 
the current leadership, after resurfac- 
ing in the early 1970s, negotiated the 
political turbulence of Mao's last years 
and coalesced into a network which 
won control of the party and state or- 


changes in China and the | 
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ideological views in the | 


gans and has now enshrined reformist | 


economics as national policy. 
Concrete issues of policy and politics 
would seem (to this reviewer at any 
rate) far more central to these develop- 
ments, which Zhao's career embodies, 
than the pseudo-scientific formulae of 


elite formation which Shambaugh | 


puts forward. At one point, even he ap- 
pears to say as much: the view that is- 
sues are merely “tools for symbolic 
manipulation by elites . . . underesti- 
mates the importance of policy issues 





as autonomous variables in the policy | 


process." Had this awkward insight 
come sooner, and prevailed, Sham- 
baugh's contribution to our under- 
standing of Zhao would have been 
greater. — ROBERT DELFS 


POLITICS 
Tracing Chinas 
inner-party clashes 
and confrontations 


The Critique of Ultra-Leftism in China, 
1958-1981 by William A. Joseph. Stan- 
ford University Press. No price given. 


he Lushan Conference of 1959 

looms large in any consideration of 
recent Chinese history. It was at 
Lushan that collectivist economic 
policies endorsed by Mao were first 
challenged within the top party 
leadership. That challenge, led by then 
defence minister Peng Dehuai, failed, 
but the issues raised at Lushan ree 
mained to divide and preoccupy the 
Chinese leadership for the next quar- 
ter of a century. Here were the seeds of 
the Cultural Revolution and the politi- 
cal struggles which followed the death 
of Mao, and the underlying base of po- 
litical conflict in China today 

In The Critique of Ultra-Leftism 1n 
China, 1958-1981, Joseph focuses on 
the Lushan dispute and two sub- 
sequent instances of inner-party con- 
flict: the clash of the veteran re- 
volutionaries vs the cultural re- 
volutionaries following the death of 
Lin Biao, and the struggle of the “prae- 
tice" faction of Deng Xiaoping vs the 
“Whateverists” headed by Hua Gug- 
feng and Wang Dongxing in the after- 
math of the purge of the Gang of Four. 

Throughout Joseph's narrative, the 
failure of the Lushan challenge and the 
circumstances thereof are seen to pro- 
foundly condition the terms and na- 
ture of political struggle, escalating 
the level and consequences of conflict 
within the party. This was the most 
pernicious legacy of Lushan — that 
principled differences on policy within 
the party came to be seen by the leftists 
as manifestations of class struggle, and 
dealt with as counter-revolutionary 
crimes, 

The Lushan challenge came in re- 
sponse to the escalation of collectivism 
during the Great Leap Forward. 
Within months of the central commit- 
tee's August 1958 Beidaihe Resolution, 
nearly all of rural China had been or- 
ganised into vast rural communes, 
Non-state markets were shut down 
and private plots eliminated in many 
regions of China 

Inflated early reports led central 
planners to anticipate record harvests 
and, consequently, directives were is- 
sued in 1959 to reduce sown acreage of 
grain crops and increase plantings of 
industrial crops. By the time the real 
results of the 1958 harvest were known 
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than turn them over to the commune. 
Circulation of commodities between 
rural and urban areas broke down. 
Grain output fell from 200 million ton- 
k nes in 1958 to only 170 million tonnes 
in 1959. This was the beginning of 
what would be three years of famine. 
Per capita foodgrain consumption 
would not regain 1957 levels until 1979. 

The Peng-led challenge to Mao's 
leadership at the Lushan Conference 
was directed at the evident failure of 
the Leap, but was expressed as criti- 
cism of ultra-leftism within the party 
leadership. Ideological subjectivism, 
Peng said, had led to a failure to ap- 
preciate the material constraints im- 
posed on China’s development. In its 
zeal to put politics in command, the 
party had lost sight of its commitment 
to “seeking truth from facts” — the 
phrase was Mao’s. China was not 
materially ready for an imminent 
transition to communism, Peng ar- 
gued, nor could subjective factors of 
~ mass enthusiasm, or transforming the 
_ relations of production through collec- 

— tivism, compensate for China's mate- 
rial shortcomings. 

Peng's substantial criticism of the 
Leap was little more than what Mao 
| and other party leaders had already 
-— voiced. At the Zhengzhou Conference 
¿© in early 1958, Mao had criticised the 
n 
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excessive zeal of 
cadres and blamed 
himself for “adven- 
turism.” In the at- 
tempt to force rapid 
' socialist transfor- 
— mation without giv- 
— ing due account to 
the concrete prob- 
lems of economic 
— development, Mao 
— said, the party had 
- been “like a child 

playing with fire, 
— without experience, 
— knowing pain only 
after getting burn- 
ed.” But he continued to defend the 
broad goals and intentions of the Leap. 
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A Lushan, however, Mao charged 
£ that the criticisms of the Leap were 
_ a “frantic attack against the party” by 
“Right opportunists,” and demanded 
that the central committee choose be- 
tween his leadership and that of his 
critics. Fearing a crisis of leadership, 
the central committee bowed to Mao's 
demands, condemning the “anti-party 
clique” headed by Peng and reaffirm- 
ing both Mao's leadership and the gen- 
eral policies of the Leap. 

As the true scale of the disaster be- 
came clear, the Leap policies were 
quietly abandoned and Mao's influ- 
ence with top party leaders waned. 
But, in the aftermath of Lushan, it had 
become politically impossible to 
openly confront the failure of the Leap 
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red their pigs rather? 


— the myth of the correctness of the 
Great Leap Forward and the people's 
communes, as an appropriate strategy 
for China's development, was main- 
tained intact until the post-Mao era. 

Nothing better illustrates the impor- 
tance of Lushan as a political 
touchstone than the opening salvo of 
the Cultural Revolution in 1965. This 
was an attack on a play Hai Jui Dis- 
missed from Office by Wu Han, a bril- 
liant historian of the Ming dynasty and 
vice-mayor of Peking. 

Hai Jui was a 16th-century official 
of the Censorate whose brave criticism 
of a possibly mad emperor led to his 



























disgrace and banishment. The play 
was widely understood as an attack on 
Mao and the dismissal of Peng at 
Lushan. The attack appeared in the 
Shanghai Wen Hui Bao under the 
byline of its editor, Yao Wenyuan, in 
November, shortly after party leaders 
at a party work conference in Sep- 
tember had refused Mao's demand 
that Wu be censured. Among Wu's de- 
fenders, who would later be purged, 
were Deng and Peking Mayor Peng 
Zhen. 

The events of the Cultural Revolu- 
tion itself, the resurgence of a leftism 
that had been "parried, but not dis- 
armed in the aftermath of the Great 
Leap Forward" properly fall outside 
the range of Joseph's study. It resumes 
with the campaign to criticise 
"swindlers like Liu Shaoqi" mounted 
in earlv 1971. It was the veteran re- 
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Was DIC d, anc the 
critique of leftism that intensified in 
the aftermath of Lin Biao’s death fol- 
lowing an alleged attempt to assassi- 
nate Mao in 1971 was ultimately refo- 
cused on the Right by the cultural re- 
volutionaries, probably with the as- 
sistance of Mao. Joseph suggests that 
campaign may have been curbed as the 
result of a compromise engineered by 
Zhou Enlai, by which the veterans 
agreed to mute their attack on ultra- 
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- leftism in exchange for the rehabilita- 


tion of Deng. 


joseph sheds considerable light on 
this difficult terrain, making this 
section of the book a useful supplement 
to the more-detailed earlier treatment 
in Jürgen Domes' China after the Cul- 
tural Revolution. Many questions 
about the events in this period when the 
veteran revolutionaries began their re- 
turn to power, remain unanswered, 
however. The task is complicated by 
the interpenetration of ideological is- 
sues with factional struggle among and 
between the party and military groups 
during this period. 

The most serious shortcoming of this 
well-argued study is that the analy- 
sis is not extended further into 
the post-Mao period. One is tempted to 
view the re-evaluation of Mao in the 
1981 "Resolution on Certain Questions 
in the History of our 
Party" as the first 
phase in resuming 
what Joseph has 
termed the “incom- 
plete critique” of 
leftism that found- 
ered at Lushan, and 
the central commit- 
tee's Decision on Re- 
form of the Econo- 
mic Structure adopt- 
ed last October (after 
this book went to 
press) as its comple- 
tion. 

Although he views 
the shift from Cultural Revolution to 
the Four Modernisations as a “pro- 
found reorientation of China's deve- 
lopment strategy," Joseph apparently 
sees the post-Mao critique of leftism as 
merely one instrument which the cur- 
rent leadership has used to establish 
the legitimacy of the new order. This 
points, however, to the inadequacy of 
the critique of leftism per se. 

Viewing . ultra-leftism as the 
scapegoat for all problems, Joseph 
says, could evolve into a new dogma, 
intolerant of any dissent "reflecting 
even the slightest shading of leftist 
sentiment." More ominously, it under- 
mines any awareness that it was the 
weakness of China's political institu- 
tions, not errors in line, that made it 
possible for the ultra-leftists — Lin 
Biao, the Gang of Four, and Mao — to 


do what they did. — ROBERT DELFS 
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Deng Xiaoping at National Day parade: liberalism with a firm hand. 
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Market in the port city of Qingdao: prosperity can cause problems too. 











Discover China 


China's modernisation is re-opening opportunities for 
Western technology to serve the needs of an enormous 
market. Getting business in this market is not easy. It calls 
for the guidance of an organisation where speed of decision 
and modern technology are backed by a century of 
experience in the China trade — it calls for HongkongBank. 


By contacting HongkongBank you can gain immediate 
access to the full range of international banking services 
from loan syndication, long-term financing and joint 
ventures, to detailed trade documentation. 


Our Area Office China, based in Hong Kong, can advise 
you on strategy and tactics for approaching the new market, 
and our publications on China and the various cities 
(pictured) are just one example of the specialist information 
we can provide. You may contact us at any of our 
following offices:- 


The Hongkong and Shanghai Bank ing Corporat ine 
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Beijing Representative Office 
Suite 149, Jianguo Hotel, Jianguomenwai Da Jie, 
Beijing. Tel: 501074 (Direct), 502233 Ext 145, 147, 149 


Shanghai Branch Office 
18S Yuan Ming Yuan Road, Shanghai. Tel: 218383. 


Guangzhou Subordinate Representative Office 
Rooms 1363-1364, China Hotel, Office Tower, 
Liu Hua Lu, Guangzhou. Tel: 63388 Ext 1363. 


Shenzhen Representative Office 
Rooms 414-415, 4th floor, Friendship Commercial 
Bldg., Jian She Lu, Shenzhen. Tel: 38016. 


Xiamen Representative Office 


Room 1202, The Overseas Chinese Mansion, 
Xin Hua Road Central, Xiamen. Tel: 25690 (Direct) 


Area Office China 
23rd Floor, Admiralty Centre, Tower 1, 
Harcourt Road, Hong Kong. Tel: 5-8228333. 
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HongkongBank 
The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1983 
EXCEED US$60 BILLION 
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Against the sometimes dizzying sense of possibility in- 
spired by the recent pace of reform, it is important to re- 
member that many aspects of China's situation will be ex- 
tremely resistant to change. China remains an overpopu- 


lated and desperately poor developing country. Its per 


| & Capita gross national product, by World Bank estimates, is 
only slightly more than US$300. This is not to denigrate the 
: accomplishments of the Chinese regime from 1949 to date 

| 

| 





— it would be difficult to describe as failures policies which 
enabled an average industrial growth rate of better than 
10% for three decades, or the extension of average life ex- 
pectancy at birth from an estimated 36 years in 1948-49 to 
the present 67. 

However, prospects for future agricultural develop- 
ment are severely constrained by an absolute shortage of 
arable land and the costs of boosting vields substantially 
beyond present relatively high levels. Industry, regard- 
less of changes in prices, planning or system reform. must 
contend with the limitations of outdated plant, serious 
energy shortages, inadequate transport capacity and a 
lack of qualified technicians, engineers and adminis- 
trators. 

China is ruled by a communist party born in the wake of 
foreign invasion and the collapse of China's traditional so- 
cial order, and matured in the throes of violent civil strife 
Traumatised by more than a decade of internal struggle be- 
tween Left and Right, undergoing a delayed generational 
transition, the party itself is a mass of contradictions. That 
the party has been able to cohere in support of its reformist 
leadership to the extent it has, is in many respects remark- 
able. But tensions within it — between Left and Right, be- 
tween the educated and the uneducated, between compe- 
tents and hacks, and among generational and factional 
groupings — and the damage to the party's credibilitv and 


By Robert Delfs in Hongkong 


hange has become perhaps the most constant aspect 
C of China's new image. Despite checks and reverses, 

the overall pace of change in the post-Mao Zedong 
era, and particularly since the ground-breaking third party 
plenum in December 1978, has been steady and dramatic. 
In almost every sphere — economic policies, social affairs, 
China's evolving role in international trade and finance 
and as a regional and emerging global power — the sense of 
what China is, the directions it is taking and the limits and 
possibilities for the future have changed. 

Yet understanding of China remains unsure. A large part 
of the difficulty of defining the real changes over this 
period is that China is a still a moving target. As program- 
mes for one stage of reform have come to fruition, other ex- 
perimental steps have coalesced into new concrete policies 
and even newer plans for even more comprehensive future 
reform have been announced. 

At each point there are gaps between China's plans and 
actual policy in place, and again between those policies 
and their actual implementation. Things are never quite 
as they appear from outside China, or even from Peking. 
Even if China is less opaque today than a decade ago, 
much of the key political process of debate, struggle and 


compromise within the party still takes place out of morale from the Cultural Revolution still affect its ability 
view. It has been difficult to assess such countervailing to lead Chinese society. 

forces to reform as the institutional inertia, leftist op- Nor, in present circumstances, is the party likely to make 
position, bureaucratic inefficiency, or ideological stric- substantive concessions to sharing political power. The ex- 
tures and fears within the party that reforms may dilute perience of the Cultural Revolution has only heightened the 
its power or lead to social disorder. This has reinforced party's sensitivity to the risks of tolerating political dis- 


a tendency to read each mis-step and 


sent. Despite significant moves to- 
check in the progress of the reforms CTT) wards expanding China's legal 
as a crisis, or the end of the pendu- framework and the formal subordina- 
lum’s swing, while moments of advance ON OTHER PAGES tion of the party itself to the rule of 


and. consolidation fuel expectations Social Reform 64 law, the country’s extra-party pi litical 
and hopes that are often unrealistic. A institutions remain weak and its future 
Military Reform — 69 


Trade 75 [uc pum 
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Official views of industrial and rural China: things are never quite as sacas g bie KOAUA 
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gey hostage to the evolving balance of forces within the 
a 
What, then, has really changed in China? The central 
thrust in economic theory has been to repudiate both the 
Maoist vision of a highly collectivised, egalitarian society 
and the Soviet model of a centrally planned and adminis- 
red socialist economy in favour of a mixed economy in- 
rporating considerable reliance on market forces and 
giving significant latitude and decision-making power to 
ividual economic units — state-owned enterprises, col- 
lectives, households and individuals. 












































collectivisation of agriculture and the return to the peasant 
ousehold as the essential economic unit in the coun- 
side. Peasants are free to market their surplus produc- 
n to rural and urban free markets and, beginning this 


























ce 1953 will be abrogated. 












"success. From 1979-83, agricultural output value 
grew at an average annual rate of 7.9% (the not unre- 
ible average rate over 1953-78 was 3.2%). In real 
, average per capita rural incomes are estimated to 
hearly doubled between 1978 and 1983, fuelling an 
edented boom in rural housing construction. The 
e in agricultural output has essentially ended, at least 
the moment, China's dependence on grain imports, 
sformed it from one of the world's biggest cotton im- 
ers into an exporter and vastly increased the supply 
ariety of foodstuffs available in urban markets. 

' open-door policy, initiated at the same time as the 
reforms, has seen a dramatic expansion of China's 
rade — exports and imports both essentially dou- 
between 1978 and 1981 — and the opening to foreign 
tment. China's emergence as a competitive supplier of 
es, petroleum products and a wide range of other 
processed goods and light manufactures has sur- 
d many, sparking protectionist moves in some de- 
eloped industrial markets and fears among some of its de- 
eloping-country rivals. Noless significantly, China is now 
ne of the largest markets in the developing world. 

: Among the primary objectives of the open-door policy is 
China's need to obtain new sources of industrial technology 
nd capital from abroad. Far from the one-dimensional 
and static view of technological change which charac- 
erised Maoist commitment to national self-reliance, 
China's leaders today perceive a “new technological rev- 
olution emerging on a global scale which presents both new 
opportunities and new challenges." In the words of the cen- 
tral committee's October 1984 Decision of the Central Com- 
mittee of the Communist Party of China on Reform of the 
Economic Structure: ““National seclusion cannot lead to 
modernisation." The quantitative extent of foreign invest- 
gent, in Chinese industry is modest, but direct exposure 
to foreign business practices and standards has had a 
considerable impact. China has recently extended 
lib ralised terms m Oran mocme similar to those 

































































































































































ban reform; isa docs more difficult undertaking In a 
sense, rural reform was easy. It required no new institu- 
tions — Chinese peasants did not need to be taught to farm 
their own fields or sell their own produce — but only the 
concept tha 
. its use. This satisfied the formal. requiretnent t that socia 
should not. be repudiated. whil providin of d 
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The rural reforms, beginning in 1978, have seen the de- 


y any standard: the rural reforms so far have been à - 





ieownership of land could be separated from (> 





contributed to a vitally important educational process as. 


the administrative bureaucrats and enterprises have come: 


into forced and oftén jarring contact with commercial, 
realities of the outside world. But until this vear, at least,. 
the open-door policies have been implemented with only, 
minimal structural change to the existing trade apparatus 
and its traditional way of dealing with domestic suppliers. 
and consumers or foreign clients. 3 
The general programme for comprehensive reform of the 
urban industrial economy was outlined in the remarkable . 
Decision document last October, which scathingly criti- 
cised excessive centralisation and state control in the econ- , 
omy. The urban economy, however, cannot simply be let go. : 
Most of China's industry has come into being since 1949, | 
securely embraced in a rigid system of state planning, state : 
investment, state subsidies, state prices and state alloca- ; 


We, m 


ir, the system whereby peasants have been compelled to | tion of goods and materials. Managers willnot learn over- ' 
| fixed quotas of grain produce to the state at fixed prices. 

. | ronment. It will be no less difficult to de 
| bureaucracies which run China's sclerotic d: 


tem and bring into being the intricate web 


night to plan enterprises’ destinies in a competitive envi- ; 
anstruct the’ 
bution Sy; ss 












among producers and distributors and co 
make up a functioning system of market exehang 

Ending tight state controls of industry and commer 
threatens entrenched bureaucratic interests. It also creates ; 


a new world of opportunities for corruption at all lev 





while the development of the investigative, auditing nd 

legal systems needed to deal with it lags behind, aa 
Price reform, which is to be implemented overa five-year 

period beginning this year, is central to the restructurings | 





SOCIAL REFORM 


*My, how t 
are changi 
Good, good’ — 


By Mary Lee in Peking 
A Western China-watcher remarked recently that- the 





country was becoming less interesting as its economy 
developed and its people set themselves firmly on the 
target of making money, rather than revolution. There.is a 
grain of truth in the remark. A nation where most of.the 
people appear to want only what are known here as the 
"four new big things" to fulfil theirlives — a refrigerator, a 
washing machine, a colour TV set and a stereo cassetig.re- 
corder — is not as fascinating to a political observer as the 
one that had for decades under Maoism been making a 
series of unpredictable political twists and turns.. P. 
Even the all- -important question — of how long. Deng 
Xiaoping's “open-door” policies will last — seems.to con- 
cern fewer and fewer people both inside and outside China. 
The line between zealous reformist: and fautioug c conser- 
vatives is Wee d inc } i 
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both enterprise management and commerce, but abru 
decontrol reatens economic and social chaos. The 


mechanisms by which markets balance supply and demand 
do not exist, and there is a deep fears of inflation among 
urban residents, many of whom remember the disastrous 
hyperinflation of the late 1940s. Already problems are 
begin encountered as retailers push up prices on some com- 
modities and enterprise managers attempt to quell an- 
xieties among their workforce by issuing across-the-board 
wage increases and bonuses. 

The economic reforms themselves are only part of the 
process of change in China today, but in many respects they 
underlie the broader manifestations of change. The moti- 
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The new open policies have brought in their wake changes 
in lifestyle which are evident all around: more and more 
people are literally dancing to the new tunes, some more 
flamboyantly than others to show that they are in touch 
with the latest steps from the Westernised world via Can- 
ton and Hongkong. Young people look distinctly trendy in 
leather boots, jackets and colourful sweaters. (At one social 
gathering here recently, a 73-year-old newspaper pub» 
lisher thought a group of young people with this correspon- 
dent were all Hongkong compatriots. Told that they were, 
in fact, all Peking intellectuals, the old man, sweating from 
having whirled several women around a dance floor for 
some 30 minutes, laughed and said with a twinkle in his 
eyes: “My, how times are changing. Good, good.”) 

Meanwhile, Peking's Friendship Store, which until re- 
cently catered exclusively to foreigners, now issues passes 
to selected local units and queues of Peking residents form 
outside the store before seven each evening to avail them- 
selves of higher-quality locally made goods as well as im- 
ports. Shanghai-made leather shoes and boots are popular 
—and can be paid for with local currency, though imported 
goods, cigarettes and liquor can be purchased only with 
Foreign Exchange Certificates. 

Many shops along Wangfujing and Xidan, the capital’s 
main shopping streets, now carry sophisticated portable 
stereo recording equipment and refrigerators, some of 
which are incongruously carried home on the backs of bi- 
cycles. Whole families of peasants from the surrounding 
countryside drive into Peking in brand-new trucks on 
shopping sprees for consumer items, including Japanese- 
made plastic vacuum flasks, which are slowly replacing the 
familiar Chinese-made metal ones. 

Free markets, where licensed hawkers sell meat, vegeta- 
bles and fish as well as clothing, have brought unheard-of 
variety to the winter diet of Peking residents. In winters 
past the only vegetable available was white cabbage. 
Today, spinach, green peppers, tomatoes and carrots are on 
sale, albeit at a price. Free-market prices are generally 
higher than those in state or collectively owned shops. But 
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judgments of outsiders. Rather, it has been a recognition 
within China and its leadership that, despite its unques- 
tioned accomplishments since Liberation, China's econo- 
mic system in its present form is not adequate for the de- 
mands that China now places upon it. 

There is a pattern in China's history in which the 
achievement of territorial unification and political cen- 
tralisation following periods of chaos, division and internal 
war has been followed by a “second founding.” In this way 
the forceful unification of China under the Qin founding 
emperor was followed 14 years later by four centuries of 
greatness under the Han, which built on the sacrifices im- 

posed by its martial predecessor, 

The first founding of the Ming 

dynasty in the mid-14th century, 

was accompanied by a brutal sup- 

pression and persecution of the 
I scholar-gentry. It was followed 34 
years later by a second founding by 
a usurper, known in history as the 
Yongle emperor, whose reign saw 
the revival of Confucian civil socie- 
ty, the reconstruction of Peking 
and the real beginning of one of the 
most stable, prosperous and long- 
lasting dynasties of China's his- 
tory. 

It is difficult today, nearly a de- 
cade into the post-Mao era and six 
years after the first tentative intro- 
duction of reforms under Deng 
Xiaoping, to resist the speculation 
that the second founding of New 
China has already begun o 


the government’s regular warnings against “arbitrary 
price rises” do seem to be keeping the cost of living for most 
urban residents — with thenotable exception of foreigners 
— in check. The leadership has also promised that forth- 
coming wage increases for cadres will not be eroded 
through inflation as the purpose of higher pay is to bring 
about a higher standard of living. 

On the official level, cadres — having been told it is now 
permissible to do so — socialise easily with foreigners, ac- 
cepting private invitations to dinners where they will dis- 
cuss government policy and personal likes and dislikes and 
generally behave in a relaxed manner, all of which was un- 
heard of as little as two years ago. 

Newspapers — even though all the important ones are 
party-owned and -run — are pushing for a press law to pro- 
tect reporters from harassment by cadres and the police as 
they go about their "investigative" work, looking into citi- 
zens' complaints of injustice and corruption. Zhang Youyu, 
an 83-year-old jurist and former journalist, said in an in- 
terview with China Legal News (Zhongguo Fazhi Bao) re- 
cently: "With the exception of particularly important 
[news], we must not adopt the method of prior examination 
[of a newspaper's contents]. . . Party newspapers should 
adhere to the principle of letting a hundred flowers bloom 
and they should run a discussion column for controversial 
articles." 


and on the streets begs some questions: where will 
all this lead and what will happen to the control of 
the party over the lives of the people? For the time being, 
say the cynics, the answers are: "Not very far and not very 
much." Their argument is that what is permissible is deter- 
mined by the party: the sudden demand for modern clothes 
last year, including Western-style suits, arose only after 
General Secretary Hu Yaobang, who had been wearing a 
Western-style suit for some time, said people should strive 
to look better. (There was also the feeling that demand for 
better clothing would stimulate the Chinese clothing in- 


H owever, the surge of confidence both in the press 











dustry.) In any event, it did not need much persuasion to 
drop the standard “Nine-Year Policy” on clothes — three 
years new, three years patched, three years rags. 

Something as simple as dancing also needed party ap- 
proval, which came first in the form of condoning dances as 
social events at which singles aged 30 and over could meet 
and get acquainted. But organisers must seek prior ap- 
proval to hold dances. No one knows who gives permission, 
but it is known that requests tend to circulate upwards 
until they reach a cadre of sufficient seniority to feel confi- 
dent to grant permission. 

Analysts say that the younger generation themselves 
know better than to push for changes for which the leader- 
ship may not be ready. China's most celebrated recent dis- 
sident, Wei Jingsheng, now serving a 15-year jail sentence 
imposed in 1979 for allegedly passing on military secrets to 
a foreigner, was, many say, one who overstepped the 
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Boogie at the Peking International Club; ‘investigative’ TV talk show; Peking fashion parade: but the fate of Wei is still remembered. 


bounds with his involvement in the Peking Spring move- 
ment and his editorship of the underground newspaper Tan 
Suo (Explorations). 

The fear of the party losing control in the long term, dip- 
lomats say, is the reason leaders such as Chen Yun are not 
as enthusiastic as others about the pace and scope of cur- 
rent economic-reform policies. The official sponsoring of a 
class of technocrats to run state-owned enterprises; the re- 
turn of tens of thousands of students sent abroad since 1978 
to study, and the growing numbers of younger cadres 
travelling overseas all will probably result in an elite more 
versed in modern management theories than Marxism, 
Maoism, or Dengism. The party will continue to recruit 
these younger and better-educated cadres and many will 
join, regarding membership as necessary for career pur- 
poses. But whether they will be equally Red and expert is 
open to question. 


quate lip-service to current ideology, but most be- 
come uncomfortable when discussion turns seriously 
to politics. Those whom this correspondent has met in the 
United States said without exception they wanted to pur- 
sue their careers without venturing into China's political 
minefield, and as long as their careers are not seen as 
bourgeois but are seen as integral to "socialist construc- 
tion," they are likely to continue to steer clear of politics. 
However, the group to watch for signs of social reform in 
China is the writers and àrtists who, as a class, have borne 
the brunt of political campaigns since 1955. Despite the 
current leadership's endorsement of their role in socialist 
construction (Deng Xiaoping has told them to emancipate 
their minds further) and their own acknowledgment that 
the party is now prepared to grant them "freedom of crea- 
tion," some feel they are not yet totally free from the threat 
of future persecution. Indeed, less than a year ago, they 
were a major target in the "anti-spiritual pollution" cam- 
paign. But indications are that, despite that campaign and 


T his new breed of technocrats seems able to pay ade- 
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the example of Wei's treatment, writers and artists are still 
pushing forward the frontiers of artistic freedom. 

Novelist Chen Dengke, in an article in the People's Daily 
in early February, said: “Some comrades . . . often grumble 
about the conceit of the writers and artists who, as they see 
it, are protected from any criticism. My God! Our writers 
and artists have been tortured by leftist ideas for so many 
years and have been criticised by both violent and non-vio- 
lent means. How can [they] say that [we] are so conceited as 
to reject any criticism? What is really worrying is that... 
some people now continue to think that 'leftism' is only a 
problem in methodology [in the economic field] but right- 
ism [in literature and art, meaning indulging in liberal ten- 
dencies] represents a problem in one's political position. " 

Novelist Deng Youmei wrote in the same issue of the party 
newspaper: "It is true that we have never seen such a good 
climate for creation as in the past few years. However, we 
cannot say that the climate is at its best... I often feel rather 
weak because there are no 'socialist new men' in my stories. 
At any discussion on how to give expression to the Four 
Modernisations and on how to write about reform and the 
mainstream of life, I will do my best to find a seat in a corner 





REUTER 


: behind somebody's back. 
” I sincerely feel I have not 
brought into play the role 
of a party member . .. How 
can I give up my old friends 
(Peking opera actors, 
erhu players, pawnshop 
clerks, antique peddlers, 
former Buddhist monks, 


former boxing coaches 
who are in their 70s and 
80s) so as to 'immerse 


myself in the new reali- 
ties [which writers are 
required to do]? A writer 
like myself, comparative- 
ly successful and safe, is still burdened psychologically.” 

Deng Youmei's plea for fewer party guidelines was subtle 
but unmistakable: *Without a free mental state, and self- 
confidence, it is very difficult to have rich and colourful in- 
spiration for writing." 

So while the cynical view of the current mood of 
liberalism in China holds that all the dancing and discus- 
sions of problems are designed to create an impression 
which will find favour among foreign investors whose 
money and technology China needs if it is to meet its goal of 
quadrupling the economy by the end of the century — but 
that the party will not hesitate to crush any threat to its 
control of the country — there is another, more sanguine, 
view. 

As expressed by a noted Sinologist and former diplomat, 
this is that China is digesting socialism, just as it digested 
Buddhism and other foreign elements which entered its 
culture in the past. There will be more freedoms as China 
continues to develop, but the leaders, whether those cur- 
rently in power or their successors, will never be able to 
shed the age-old Chinese xenophobia and will continue to 
strive to be somehow different from the West. oO 
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Corruption: the 
dark side of the 
liberalism coin 


adres in China are giving renewed life to the adage 
C that money: is the root of all evil. Reports are sur- 

facing from all over the country about cadres taking 
advantage of the country's economic reforms to pursue per- 
sonal gain. According to Peng Zhen, chairman of the Na- 
tional People's Congress' standing committee: "There are 
more sugar-coated bullets [corruption] now than ever be- 
fore.” And Wang Heshou, permanent secretary of the 
party's Central Commission for Discipline Inspection, said 
at a recent special meeting of government and party leaders 
that most of the “unhealthy new tendencies are connected 
with money." 

The unhealthy new tendencies, or “evil practices" as cor- 
ruption is knownin the Chinese press, involve mainly cadres 
who operate enterprises and take advantage of their posi- 
tions and power to purchase state-owned materials in short 
supply and resell them for personal profit, or who arbitrar- 
ily raise prices and authorise bonuses or gifts for friends in 
the name of following economic-reform guidelines de- 
signed to invigorate the economy. Some have also been 
found to be practising nepotism and squeezing peasants by 
imposing fines on and demanding donations from them. 
Such practices were described by Wang as *a major threat 
to the success of economic reforms. " 

A campaign is shaping up at the central and provincial 
government levels to check the spread of corruption, with 
several disciplinary-group leaders calling for an anti- 
corruption programme to be incorporated into the current 
party "rectification" exercise. Party rectification, however, is 
largely a political campaign to purge the party's ranks of 
“looters, smashers and other evildoers” during the 10-year 
Cultural Revolution, which began in the mid-1960s. Simply 
asking suspect cadres "to conduct self-criticism and pay 
back their illegal gains," as the Wuhan city party committee 
sought to do, may not be the most effective means of deter- 
ring others from doing the same, Wang said. The problems 
arise from "lax discipline and lack of education" among 
party members and cadres, he added. This is probably true 
to some extent, if stories in the Chinese press about how 
fools and their money are soon parted are to be believed. 

The most sensational story so far is that told by the 
official Xinhua newsagency of Liu Baoqin of Hebei pro- 
vince, who "netted an illegal gain of Rmb 12.6 million 
[US$5 million] by selling non-existent colour TV sets." Liu, 
described as a low-ranking official who became a vagrant 
in the 1960s after he was expelled from the party for indis- 
cipline, saw the economic reforms as an opportunity for 
personal gain. He returned to his native village in August 
1984 and persuaded officials to set up a corporation to im- 
port 200,000 Japanese colour TV sets from a Hongkong 
company. He told the officials he could make a profit of 
Rmb 30 million for the village and even held a conference in 
Peking a few weeks later in which 15 companies and or- 
ganisations from several provinces and cities placed orders 
for 144,000 sets. 

The Rmb 12.6 million came from the 10?5 down payment 
the buyers had been asked to make. When the goods failed 
to turn up as promised last October, investigations were 
made and Liu was found to be living in an expensive hotel 
in Shenzhen. Liu, and those officials who supported him, 
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: "This case shows that some of our cadres . . . are obsess- 
y a lust for wealth and attempt to grab huge gains, 
only to be taken in by others. There are also some cadres 
who vouch for swindlers and thus facilitate frauds." 

Greed also takes bizarre forms, as another recent story 
from Canton's Nanfang Daily newspaper relates. It tells of 
some 60 checkpoints along the 500-km Canton-Shantou 
highway, put up by bodies overseeing such activities as 
traffic control, licence control, transport inspection, traffic 
safety, public security, industry and commerce administra- 
tion, taxation, farm machinery, timber and sugarcane pro- 
duction, public health and plant protection, and various 
groups waving signboards advocating such things as a 
more spiritual civilisation, tidying up social order and the 
so-called "Five Stresses and Four Beauties" — slogans de- 
signed to promote good civic behaviour and courtesy. 

Staff at these checkpoints are said to levy fines "indis- 
criminately," each body or group setting its own figure 
without issuing receipts. "Apart from seriously interfering 
with traffic safety and flow, this state of affairs also has an 
extremely bad political impact," the newspaper said. 

State and party disciplinarians have also been told to 
look out for departments and enterprises which spend 
lavishly on banquets and gifts, which areoften promoted as 
a way of competing against other enterprises but are in fact 









a form of bribery. Xinhua commented: "This is an unheal- 
thy trend under the new situation. It has harmed the in- 
terests of the state and the people, corrupted the minds of 
the cadres and masses and hampered smooth development 
of economic reform. It must be resolutely curbed.” 

Worse, Xinhua maintains that senior cadres have also 
"mistakenly assigned to important posts those people who 
are good at carrying out dishonest practices and extrava- 
gantly squandering public funds, calling them *talented 
people' [who can] invigorate the economy" when they arein 
fact "disrupting the economy." * 


some of China's multifarious foreign-trade cor- 

porations which allegedly attempt to extract extra 
commissions from foreign businessmen negotiating to Sell 
plant and equipment to Chinese factories. Businessmen 
have told the REVIEW of some corporations — all of which 
come under the umbrella of the Ministry of Foreign Econo- 
mic Relations and Trade — asking for 2-3% more than 
standard in commissions, to be paid into their Bank of 
China accounts in Hongkong. The standard commission is 
1.575. There is no suggestion that the extra commission is 
for individuals. It goes to the foreign trade corporations, 
which are keen on making a profit from their work under 
the new policy of economic liberalisation. 


N othing, however, has been said in the local press of 
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maintain that many foreign-trade corporations have i 
pressed annoyance at their presence alongside foreign in- 
vestors and salesmen at negotiations. "They know we know 
when they're trying to squeeze our clients for illegal pay- 
ments," one said. 

Although the party appears to be confronting the prob- 
lem of corrupt practices among its ranks, it has yet to tackle 
what could be a basic cause — cadres’ low wages. Monthly 
salaries average Rmb 80 for most of them, while some of 
China's. new entrepreneurs and even taxi drivers now re- 
portedly earn up to Rmb 1,000 a month. Some peasants are 
said to be making as much as Rmb 10,000 a year. General 
Secretary Hu Yaobang recently spoke of a barber whose 
real income was Rmb 250 a month. 

The rising incomes of most workers are linked to rising 
profits, but cadres’ work cannot be similarly measured. Hu 
said last December that the remaining problem in wage re- 
forms — which is closely linked with the question of price 
reforms — is how to change the salary system for more than 
21 million state cadres and 10 million others, including 
teachers and health workers. 

Hu said that an overall wage reform, which would cost 
the state Rmb 3-4 billion and was scheduled to be im- 
plemented at the beginning of this year, has been delayed 
üntil July. This, he said, *would be too late, and I hope it 
will be started in April." He said the reform was delayed 
Because the party's standing committee thought January 
‘would be too hasty.” Analysts, however, say that the re- 
sistance Hu faces in his plan to raise cadres’ wages stems 
from conservative elements within the party who are at- 
tempting to block the general secretary's rise to power. 
_ ;:Meanwhile, the shadow of Chen Yun, seen as the leading 

nservative element in the ruling circle, continues to hang 
de the debate about the pace and scope of economic re- 
form. Chen is first secretary of the Central Commission for 

Discipline Inspection, the body spearheading the battle 
against the new, unhealthy tendencies within party and 
cádre ranks. After a Discipline Commission conference in 
late January, Xinhüa quoted those attending as agreeing 
that “we must adhere to Chen Yun's guiding ideology: in 
discipline inspection work we should study and cope with 
thie new situation. There is no such thing as ‘relaxation’ in 
the principle of the party spirit and party discipline. With- 
ùt a good style, reform cannot be successful." 

"The task facing the reformers is how to enforce strict dis- 
cipline among the party and cadre ranks without hamper- 
ing economic reform and without taking on the dreaded 
mantle of a political campaign. Analysts point to the anti- 
spiritual pollution campaign in 1983 which, though short- 
lived, had the effect of severely dampening enthusiasm for 
change and raised real fears about the permanence of the 
new liberal economic policies. — MARY LEE 








Chen Yun: a shadow over the debate. 
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Make transistors a 
not war is the 
new battle-cry 


By David Bonavia in Hongkong 
I t almost appears that China has resolved never again to 








go to war with anybody. Apart from the continuing, 

simmering situation on the border between Vietnam 
and China’s provinces of Yunnan and Guangxi, the role of 
the People’s Liberation Army is increasingly being defined 
as one of supporting the civilian economy. And since, in the 
last analysis, it is the civilians who must pay for the army, 
this may seem not unreasonable. But many of Chinas 
senior military commanders are believed to remain uneasy 
about the party's policy of diverting so much of army re- 
sources and military production to aid the civilian sector. 

It is not as if the prestige of the PLA had ever been neg- 
lected in the past. The late chairman Mao Zedong consi- 
dered that “without a People’s Liberation Army, the people 
would have nothing at all.” But while he heaped political 
praise on the army, Mao starved it of resources and up-to- 
date training and equipment, concentrating expenditure 
on the high-technology nuclear-weapons programme and 
the launching of a few satellites. His ultra-leftist entour- 
age, the Gang of Four, headed by his wife Jiang Qing, criti- 
cised this policy in the saying: “The satellite shoots up into 
the sky and the Red Flag falls to the ground.” 

But Mao never paid much attention to the Gang of Four's 
views on military affairs. His view of himself as a military 
genius would not have contemplated expertise on the part 
of such rank amateurs. Even though Mao's faith in the PLA 
must have been shaken by the alleged bid to assassinate 
him in Lin Biao's 1971 coup attempt, this did not show in 
the remaining years of his life, except to the extent that 
civilian administrators returned to the posts from which 
they had been expelled by Red Guards in 1966-67, with 
army officers standing in as the youthful fanatics were dis- 
patched to the remote border regions and the deep coun- 
tryside. By 1975 the government and the economy were 
again firmly in the hands of civilian cadres, even if some of 
the most noteworthy victims of the Cultural Revolution did 
not reappear until the later 1970s. 

Mao's death and the subsequent reinstatement of Deng 
Xiaoping as the major party, government and PLA kk ader, 
came as a shock to some of the more conservative army 
commanders; this can be assumed in Deng 's highly critical 
comments on the PLA from 1975 on. Within a few years the 
high command was showing considerable restiveness at 
Deng's assaults on the Maoist policies — on subjects rang- 
ing from agriculture to literature — that they were brought 
up to consider as gospel. But having purged his two main 
military rivals — Gen. Chen Xilian and Gen. Wang Dong- 
xing — in 1978, and with the troublesome Marshal Ye 
Jianying sinking deeper into senility, Deng boldiy con- 
tinued his campaign to bring the army to he heel of the 
party, something in which he was aided by appointing him- 
self head of the key party-government Military Affairs 
Commission, a post he still holds. 

If Deng's policy towards the PLA has been one of stick 
and carrot, the stick is now well worn and the carrot has 
barely been nibbled. That'is not to say that there is no car- 
rot. He has restored smart uniforms to the soldiers (though 
by no means all wear them yet — and the police and navy 
have had them for à number of years), and though he has 
not yet restored formal military ranks, that may well hap- 
pen this year. And in morë practical terms, modernisation 
of conventional weaponry is continuing, albeit slowly 
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Ground forces are getting improved tanks and other arm- 
oured vehicles, artillery field pieces and rockets, automatic 
anti-aircraft cannons, missiles, mines and rocket launch- 
ers. 

The PLA is also reported to be acquiring high-technology 
items such as automated weapons-control systems, lasers 
and night-vision equipment. However, Deng has slashed 
the defence budget and the manning levels of the PLA, so 
that it is now thought to number closer to 3 million than the 
previous 4 million. His new agricultural policy has made 
recruitment more difficult; it was once an honour for a poor 
peasant family to have a son in the PLA, but now the son is 
more useful at home on the private family plot. 

And this is not theonly thing the PLA has against Deng's 
farm policies — the military have always felt close to the 


peasantry and were heavily engaged in 
aiding the peasants with irrigation and 
construction projects in the Mao era. 
It is also possible, since it is the 
normal practice for the PLA to buy 
locally what it does not produce it- 
self, that it may be finding it harder 
to get cheap foodstuffs from the pea- 
sants now that the latter are farm- 
ing privately again, and the Peo- 
ple's Communes — a quasi-military in- 
stitution — have already been abolish- 
ed. 


ow Deng has called on the PLA 
N° turn its attention to civil- 

lan production again — but not 
to such “glorious” tasks as blasting out 
reservoirs and building dams. Instead, 
the soldiers have been explicitly or- 
dered to turn out more consumer goods 
such as electronics in order to help 
boost Deng's policy of quadrupling 
output by the year 2000. This may 
well stick in the throats of army officers who have pre- 
viously been viewed as an elite, but are now supposed 
to play Santa Claus to increasingly materialistic civil- 
lans. 

The Chinese media have not been generous with details 
of the civilian-use goods that are being turned out by the 
PLA, but they include lanolins, adhesives and, according to 
the China Daily, electric fans. The English-language Pe- 
king newspaper said a military machine-building plant 
near Nanjing had been accustomed to sell its products to the 
navy, but the latter's demand had dropped off sharply (it 
was not stated why), and the factory had to make products 
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| for civilians in order to stay in business 
selling in various export markets in the Third World. Pro- 


he army goes commercial; the air force is still the Cinderella; 





s. Now its fans ha ve 
in Bi lgaria anc are 


duction is approaching 1 million units a year. 

The newspaper said more than 80% of China's conven- 
tional-weapons manufacturers have converted part of their 
production capacity to the consumer market and are now 
manufacturing more than 300 products, "ranging from 
watches and cameras to trucks and household appliances. " 

The PLA is also being relied on to carry out the most 
hazardous and exhausting tasks, such as building roads ir 
Tibet at altitudes of 5,000 m and more. The Production anc 
Construction Corps (mainly for remote border regions 
which used to be under its command, is now civilianised 
and it would be consistent with Deng's policies if its mem- 
bers were being paid more and given more incentives. 

And the new emphasis on civilian-goods production will 
involve the PLA in some remarkably unmilitary spheres of 
activity. As the China Daily said recently, it entails 
"streamlining the administrative system . . . raising more 
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à funds through loans and other ar- 
rangements such as joint ventures, 

: compensation trade and stocks, pro- 
cessing imported materials and 
cooperative development as well as 
barter trade, enhancing marketing and 
information services . . . and 
strengthening cooperation with local 
authorities.” 

Things may go even more badly for 
the air force, which has been the Cin- 
derella of the PLA since Lin Biao made 
it the conspiratorial centre for his al- 
leged coup bid, with his son (reported- 
ly killed with him in an air crash in 
Mongolia as they attempted to flee the 
country) appointed commander-in- 
chief at an absurdly early age. Still 
mainly reliant on developments of ob- 
solete types of Soviet aircraft, the 
Chinese air force would go down like 
flies in a serious confrontation even 
with a medium-sized military power 
such as Vietnam or Taiwan provided 

the enemy was equipped with modern, high-performance 
aircraft. 

The air force has now been assigned tasks more hum- 
drum than being shot down for the glory of the motherland. 
Veteran air force leader Zhang Tingfa has announced that 
more military airfields will be opened to civilian use and 
the professional flyers will be expected to give advice and 
help to the new, regional civil-aviation fleets which are to 
eat into the numbing monopoly of the General Administra- 
tion of Civil Aviation of China, generally known as the 
CAAC, and possibly the world's most unpopular airline. 

Cloud-seeding and tree-planting will also figure more 
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When the Norwegian Telecommunications Administration wanted tc 
modernize the country’s phone em they looked ahead to the kind 
system they ll need in T € 
future. 

[hey saw that any system 
they install now would have to 
easily take on new features 
when new M y comes 
along. Without ¢ ing the 
architecture oft the sys sten 

Which is why the p! 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines : 

ITT System 12." 

In an open competitio! 
System 12 was Norway s 
choice over international com 


ITT System 12 is everything Norway — £965 like LM. Ericssor 
wants in a digital phone system today. ^! Alcatel, Northern 'eiecon 
And tomorrow. and NEC. 
Because Systen 12 s the 

one fully digital switching network with the flexibility—in its C A ac y 
and operation—to help Norway's telecommunications grow well II into the 
next century. 

How"? 

With fully distributed control, a patented feature of System 12 

It controls voice and data traffic, simultaneously, with many individua 
microprocessors, instead of a central computer. And handles both witi 
equal ease. 

So the system expands simply and economically For more lines o! 
more services. 

System 12's unique digital switch is a product of $875 million I! 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 19 countries that have orderec 
System 12. 

When you consider all that System 12 will do for Norway s teleco 
nications today, imagine what it will do years from now. 








like those moments seem. 
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prominently in the tasks of China's blue-trousered ait | 
The air force already takes part in non-aviation-related 
civil-construction projects and even in foreign contracts as 
far afield as the Middle East. It also will be expected to up- 
grade its training of technical personnel with a view to 
their employment in the civilian sector after their dis- 
charge. 

The navy, on the other hand, is clearly in favour. Large 
but technically backward, it is essential as a coastguard, 
a discouragement to spying by other navies, and perhaps 
a necessary guardian of the new South China Sea oil- 
fields. To replace it hull-by-hull with more modern 
ships is impractical from the financial angle alone. But 
to refit it with modern American electronic systems, 
missiles and long-range guns is feasible, and cooperation 
with the United States Navy and Defence Department 
on this project has been blessed with the official seal 
following high-level visits by US brass to China over the 
past year. 

Meanwhile, the PLA sees active 
China-Vietnam border, 


service onlv on the 
but even this is on a small scale 
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since the halting of the 1979 "punitive" invasion of Pe- 
king's troublesome neighbour and former ally “as close as 
lips and teeth.” In recent weeks, Vietnam has been alleging 
a massive build-up of Chinese troops near the border, 
claiming it has deployed 30 divisions forward on the bor- 
der, brought air strength up to 1,000 aircraft and launched 
naval patrols deep into Vietnamese waters 

But while Western experts agree that China's readiness 
along the border is much greater than it was pre-1949, and 
despite some recent sabre-rattling by Peking leaders, the 
promised "second lesson" to Vietnam has been long de- 
layed, while the Vietnamese forces in Cambodia have con- 
ducted their fiercest dry-season offensive against the 
Chinese-backed resistance. It appears that even on the 
nearest thing it has to a front line, the PLA will go to war 
only reluctantly. oO 





TRADE 


That old sleeping 
dragon is 
awakening at last 


By Louise do Rosario in Hongkong 
4 Ithough China is making its trade presence increas- 









ingly felt — to the extent that it is worrying some 

Southeast Asian nations — foreign businessmen 
trading with China still face a labyrinth of problems. The 
most commonly heard question still is: which is the right 
door to knock on? The question was first raised six or seven 
years ago when the first group of foreign traders went to 
China shortly after the open-door policy was made official. 
Today, despite the adjustment to more realistic expecta- 
tions of the China market, a better understanding of the 
Chinese bureaucracy and a more open and flexible trading 
atmosphere, few China hands, when challenged, can ans- 
wer it with a great deal of certainty. And who can blame 
them? 

China's foreign-trade system has undergone so many 
twists and turns in recent years that Chinese officials them- 
selves, when interviewed, cannot provide clear-cut 
answers about which enterprises possess what authority. 
Trading policies have made at least half a dozen major 
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swings between centralisation and decentralisation of 
foreign-trade authority since 1978, with new controlling or 
relaxing measures and authorities being introduced on 
each occasion. Those changes saw the merging of four 
foreign-trade supervisory organs into one centralised 
body, the Ministry of Foreign Economic Relations and 
Trade (Mofert), in 1982 — but since then, the powers of 
Mofert itself have been decentralised and “recentralised” 
several times. 

The task facing the Chinese Government is how to strike 
a balance between central government control and local 
autonomy in this increasingly complicated foreign-trade 
apparatus. Too many "fingers in the pie," as the Chinese 
themselves say, cause confusion and harmful price-cutting, 


while too many controls stifle initiative and create 
bottlenecks. 
The latest swing — towards decentralisation — came in 


October 1984, only seven months after the government an- 
nounced a licensing system to control exports, indicating 
the indecision and conflicting 
views among government offi- 
cials. However, analysts agree 
that despite these fluctuations, 
the general trend towards giving 
more say to newly formed pro- 
vincial and municipal trading 
"firms is increasing, at the ex- 
pense of Mofert. 
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Buyers at Canton Trade Fair; minister Chen Muhua; pot Fol ARMIN: js BR esee TT inim 
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Cin Shanghii1egain its glory: 


Hongkong were under way, Chinese officials were 

fond of citing their record in Shanghai as proof of 
their ability to administer Hongkong after the British 
withdrew. They did not understand then why foreigners 
and Hongkong compatriots who were familiar with the 
Shanghai of the 1980s did not take comfort from the com- 
parison. They seem to understand a little better now: 
Chinese foreign-trade officials concede that Shanghai is 
showing the wear and tear of supporting the rest of the 
country for 36 years. 

Shanghai today is essentially the Shanghai of pre-Lib- 
eration days minus the brothels and opium dens, but also 
minus the colour and sparkle. For the past 36 years, it has 
survived on the infrastructure laid by foreigners. The 
communists took a lot out of the city in terms of taxes but 
put in little in industrial investment. Today, the largest 
city in China is plagued by problems of urban decay, over- 
crowding and pollution. Shanghai is the old lady of 
China, with littlethat is grand about it, except memories. 

Yet this city has an 
enormous advantage 
over the other coastal 
cities which, nearly a 
year ago, were de- 
clared "open" to 
foreign trade and in- 
vestment: unlike 
most Chinese cities, 
with the exception of 
Canton, it at least has 


I: 1982-83, when the Sino-British negotiations over 


Hundreds of enter- 
prises — from the 
small, illegal “brief- 
case" agents most ac- 
tive commuting be- 
tween Hongkong and 
southern China, to the 
huge supra-ministerial 
agencies directly under 
the State Council — 
have sprung up since 
the late 1970s, trying their hands at buying and selling to 
and from foreigners, once an exclusive responsibility of 
Mofert and its predecessors. 

Between 1952 and 1978, foreign trade was conducted by 
the Ministry of Foreign Trade (MoFT), which together with 
the State Planing Commission, drew up the country's an- 
nual foreign-trade plans. Under the MoFT, there were eight 
national foreign-trade corporations (NFTCs) — specialised 
import and export corporations each in charge of trading 
certain products. NFTCs also had a small number of 
branches in a few major cities. The Chinese Export Com- 
modities Fair in Canton, held twice a year since 1957, was 
then the most important trading event, with doors open to 
only a select group of foreign traders. 

Trading was then highly centralised, with strict target 
figures set for imports and exports. Imports were intended 
solely to meet shortfalls in domestic production of essential 
items; and exports were mainly to generate foreign ex- 
change to pay for those imports. NFTCs then acted as 
monopolistic import-export brokers, with the power to 
negotiate and sign contracts with foreign traders. As 
domestic prices are unified while international ones are 
not, NFTCs acted as a price buffer for the Chinese corpora- 
tions against the world market. Typically; NFTCs exported 
at a loss and made profits on imports. Factories, which sold 
their products to NFTCs at fixed prices and quantities, had 
virtually no contact with their end-users; production was 
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Shanghai: the beach-head for modernisation. 





the infrastructure with which to modernise. It is that 
headstart which caused the State Council to decide last 
December to enlarge 'the Shanghai economic develop- 
ment zone (established in January 1983 and originally 
covering Shanghai municipality and nine cities in Jiangsu 
and Zhejiang provinces) to include the whole of Jiangsu, 
Zhejiang, Anhui and Jiangxi provinces. 

This huge area, which includes five of the 14 open coast- 
al cities, enjoys the same privileges as the four special 
económic zones in Guangdong and Fujian provinces. 
Including Shanghai ànd the original nine cities, the new 
economic zone now covers 49 cities and 301 counties with 
more than 100,000 industrial enterprises, accounting for 
26.6% of the national total. Official statistics claim that 
the area's aggregate industrial and agricultural output 
value is around Rmb 240 billion (US$85 billion), 26.5% of 
the national total. Its share of major agricultural and in- 
dustrial goods as well as retail sales accounts for more 
than 20% of the country’s total. 

Shanghai itself is the biggest port in China (with 96 
berths, it handles 
about one-third of. 
China's total cargo, 
amounting to more 
than 100 million tons 
in 1984) and is lo- 
cated at the mouth of. 
therich Yangtzeriver 
delta. It has a strong 
machine-building in~ 
dustry (though that is 


geared only to meet- 
ing the quotas set by 
the government. 

Then, the system 
was sufficient for 
China, which was 
trading mainly with 
communist countries 
adopting a similar 
centralised approach 
to trading. But in the 
late 1970s, with the resumption of normal ties with Western 
industrialised countries, China’s trade with centrally plan- 
ned economies dropped from one-quarter of its total vol- 
ume in 1966 to one-sixth in 1976, according to the World 
Bank. The rest was with free-market economies. Trade 
also increased four-fold from US$4.59 billion in 1970 to 
US$20.64 billion in 1978. 


ith such rapid expansion of foreign trade in 
Wes and quality, the old system whereby 

a Chinese producer rarely met its clients ahd 
market information was obtained second-hand through 
NFTCs is no longer sufficient. Decentralisation is the 
obvious way’ to help generate incentives to export, in- 
crease competition and facilitate the transfer of technology 
and other traging experience between the Chinese and 
foreign partners. Thus, the command chain of foreign: 
trade first began to grow horizontally, creating FTCs 
other than those under the MoFT. Mostly offshots of indus- 
trial ministries, they include the China North Industries 
Corp. (under the Ministry of Ordnance Industry), the 
China National Metallurgical Products Import and Export 
Corp. (Ministry of Metallurgical Industry) and the China 
National Offshgre Oil Corp. (Ministry of Petroleum 


Industry). 
Typically, these ministries first came to be in- 
volved in foreign trade through. handling techni- 
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badly in need.of new plant and equipm: c] 
energy, non-ferrous metal and: ^atural resoutces./Tt 
is with good reason then, that.the Shanghai Economic |. 
Zone has been officially designated the "beach-head" for | 


China's modernisation. (A great deal of the central gov- 


ernment's ambitions lie with the: 1.27 million researchers 


in natural sciences and 169 institutes of higher learning 
that are said to bein the area.) |. boi l 
But the gun is at Shanghai's head: recent reports, say 


that its leading status — in terms of the value of industrial. 


production — has been seriously challenged by Liaoning, 
Shangdong, Sichuan, Guangdong and Hubei. In Feb- 
ruary, the State Council, in a circular on the development 
of Shanghai, hinted at where the municipality may have 
failed in the past: it should, the official Xinhua news- 
agency reported, follow the new direction of “transform- 
ation and rejuvenation.” The municipal government 
should “make good use of favourable conditions arising 
as a result of implementing the policy of opening to the 
outside world and other parts of China, exploit its advan- 
tages, import and adopt advanced technology, reform 
traditional industries, undertake new industries, develop 
tertiary industry and gradually improve the infrastruc- 
ture and investment environment.” 


cycle that will keep promoting sound development 
as soon as possible before 1990, and strive to build 
Shanghai into an open, multi-function, modern, socialist 
city with rational production structure, advanced science 
and technology, and a highly developed civilisation by the 
end of this century.” The local government, it said, 
“should thoroughly implement the central committee’s 
decision on reform of the economic structure, actively 
carry out comprehensive reform of the urban economic 


OPTI 


7d Ve ee 
| y 


MI 
v2 


T he circular continued: "It is necessary to develop a 
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structure, and strive to make fresh contributions to 
China's Four Modernisations. " 

Foreign investors remark that all this is easier said than 
done, given China's bureaucratic maze. However, the 
municipal government was recently empowered to ap- 
prove its own imports of technological items worth up to 
US$30 million. 

What could help Shanghai is its relative distance from 
Peking, which could enable it to flex its muscles of econo- 
mic autonomy. But in doing so, the administrators will 
have to keep a sharp eye out for "new unhealthy tenden- 
cies" which are said to be proliferating — and which 
could make it a target of political criticism. Already, there 
have been reports of the emergence of various types of 
malpractice: some enterprises, said Hongkong 's pro-Pe- 
king newspaper Ta Kung Pao, have issued shares and 
bonds for the purpose of raising funds without the ap- 
proval of the People's Bank of China. Some units and 
shops distribute "purchase certificates" and "goods col- 
lection certificates" for the welfare of staff and workers. 
These certificates, distributed on the basis of agreements 
between 20 shops and 200 units and amounting to illegal 
payments in kind were estimated in the second half of the 
last year at Rmb 2.4 million. 

It is too early to say whether Shanghai will regain its 
pre-Liberation status of China's most bustling and 
sophisticated metropolis. But because of its sheer size, 
when the city pulls itself up by its bootstraps, and the 
Shanghai Economic Zone gets going, it could even prove 
in time to be a rival to the future Hongkong Special Ad- 
ministrative Region. — MARY LEE 
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Trading patterns see 
some dramatic shifts 


wie China's record trade volume 
of US$50 billion in 1984 (23% 
more than in 1983) came as little sur- 
prise to the world, there have been 
unexpected and dramatic movements 
in the type of goods it is now trading, 
bringing a mixture of good and bad 
news to its traditional suppliers, cus- 
tomers and competitors. 

On a broad level, the main compo- 
nents of China trade have not 
changed significantly over the past 
few years. Crude oil and other petro- 
leum products, along with textiles 
and clothing, still make up in total 
half of all exports; while machinery 
and transport equipment, iron and 
steel and chemicals continue to take 
up half of the import bill. 

The unusual movements came in 
certain individual products or sec- 
tors, reflecting the country’s new 
needs as well as increased production 


— 


able to cut its 
purchases from 
the United 
States, its pri- 
mary supplier, 
by 3.8 million 
tonnes. When 
China signed its 
four-year grain- 
purchasing agreement with the US in 
1981, little did it foresee that it could 
look forward to four consecutive 
bumper harvests. 

Also in the agricultural sector, 
China now produces enough cotton, 





soyabean, corn, maize and other | 


crops to export in significant quan- 
tities to Asian markets, competing, 
often with lower prices, with the US, 
South Africa, Argentina and other 
suppliers. 

The production of cotton — once 
China's third-largest import item — 
reached a record 6 million tonnes in 
1984 (up from the previous high of 
4.64 million tonnes in 1983), turning 
the country at last from a net cotton 
importer to a net exporter. US De- 
partment of Agriculture estimates 
show Chinese cotton exports for the 
current fiscal year to October at 
196,000 tonnes, up from 150,000 ton- 


t^ MT br. dt je 
ever, it has been 
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nes in 1983-84 and none in 1982-83. 

Chinese customs statistics for the 
first three quarters of 1984 indicated 
that China imported three times more 
dried beans and cocoa beans, but ex- 
ported more rice, soyabean, black 
moss, walnuts and dried chillies, with 
increases of 100-200% over 1983's 
corresponding period's. Also, China in- 
dicated to Japanese businessmen at 
the Canton Trade Fair last autumn 
that it can supply up to 1 million ton- 
nes of corn a year, nearly doubling 
the quantity it was selling earlier. 

These figures mirror the profound 
changes now going on in China: a 
boom in agricultural sideline produc- 
tion, the improved diet of the popula- 
tion — and, on the other side of the 
coin, continuing difficulties with in- 
ternal distribution — have made it 
more convenient to export the crops 
than to transport them to distant pro- 
vinces. Some analysts, however, have 
serious doubts about whether 
China's current exports can be 
boosted further given its many infra- . 
structural constraints. 

In the export of crude oil and re- , 
fined petroleum products, China's 
continued high output has also sur- 
prised many. China used to rely on 
Romania and the Soviet Union for 


- FTCs by setting up their 


capacities under its eco- 
nomic reforms. 

Heading this list of 
changing trading pat- 
terns is the agricultural 
sector. The best-known 
example is grain, which 
China has been import- 
ing since the 1960s. In 
the past two years, how- 





cal 'matters in business 
negotiations for FTCs. This 
spilled over to the commer- 
cial aspects, and the minis- 
tries finally replaced the 


own trading arms to 
promote their own pro- 
ducts. 

On the provincial and 
municipal levels, the two provinces of Guangdong and Fu- 
jian and the municipalities of Peking, Shanghai and Tian- 
jin were also given greater autonomy to conduct foreign 
trade. The Guangdong Foreign Trade Corp., for example, 
was set up in July 1980 with widespread responsibility for 
the overall management of the province's foreign trade. 
The Beijing Economic Development Corp. and the Shang- 
hai Foreign Trade Corp. also were formed to promote their 
respective municipal interests. These new firms also have 
overseas branches in major trading cities such as Hong- 
kong and New York. | 

Enterprises with different functions also joined together 
to set up yet another category of new trading firms. One 
example is the China Yanshan United Foreign Trade Corp., 
with partners including a production enterprise, the Bei- 
jing Yanshan General Petrochemical Corp.; two NFTCs, the 
China National Chemicals Import and Export Corp. and 
the China National Technical Import Corp., and one 
municipal FTC, the Beijing Foreign Trade Corp. 

These various types of new trading corporations, though 


78 


Proud family poses with TV: spectacular growth. | 





petroleum imports, 
using up to 10% of its. 
export earnings to pay 
the bill. Since 1972, it 
has been a net oil ex- 
porter. 

Petroleum products 
now form the largest ex- 
port item, accounting 
for one-fifth of China's 


inexperienced in stand- 
ard international trade 
ipractices, are wel- 
comed by foreign busi- 
nessmen. They are gener- 
ally more willing to try 
out new ideas, more eager 
to entertain foreigners' 
demands and willing to 
spend more time working 
out the most preferred arrangement. “We have to do more 
leg work trying to check out the credibility of their claims. 
But they provide us with business opportunities," said a 
foreign businessman. 


of the NFTCs’ business; Jinshan Associated Trading 

Corp. of Shanghai is one example. Before Jinshan's ap- 
pearance in 1982, notes one foreign trader, all machinery 
sales in the municipality went through the Machinery Im- 
port and Export Corp.'s Shanghai branch. “Now a great 
deal of the transaction goes through Jinshan. We were wor- 
ried initially about the extent of Jinshan's authority but 
our fears were quickly put to rest because it is a very large, 
well-supported trading firm," noted one Hongkong-based 
China trader. 

Between 1978 and 1981, China's exports doubled from 
US$10.2 billion to US$21.5 billion, thanks largely to the 
new competitive, decentralised trading.setting. But by.the 
end of 1981, the call for tightening controls was heard, as 


I n some cases, they have been able to grab a large slice 
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3696 and 25% gains over the previous 
„corresponding period. | 
Recent Chinese forecasts say oil 


production this year will increase by 
7% to 124 million tons, suggesting - 
that exports are unlikely to slow: 
down in the foreseeable future. As 


has been the case with agricultural 


products, the country has found it. 


more economical to export its in- 
creased petroleum output rather than 


attempt to move fuel around the great 
hinterland by the antiquated trans+ 


port network. 


owever, again there is a minus |. 

. side. While China is exporting | 
more oil, an estimated 20-30% of its. |. n 
production capacity is left idle be- Lb , 
: m gods are | ik cely ue 
;remain hig especially in the mo 
affluent Chinese cities where re 


cause of insufficient energy supplies. 
‘Other exports which have: regis- 
tered extraordinarily high: ‘growth 
since 1982 are a wide range of light 
manufactured goods such as cameras, 
watches and woollen blankets. 
_Among imports, the most spectacu- 


lar growth has been in consumer elec- 


tronics and electrical goods, espe- | 
| first three quarters of 1984, followed. 


cially those from Japan. In January- 


September 1984, imports of Japanese: |. 
|l which each take up 16.2% (US$2.2 


black-and-white TV sets, and electric 


‘cookers were up 15 and 10 times in. 
value, respectively, over the same 


period in 1983; while refrigerators, 


washing machines 
cleaners increased by 200-300%. — 
This i is despite the fact that China 
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v and 4.3 million tons respectively, : 


and  vacüum. 
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consamption,’ ithe Chinese. Coven 
ment has taxed but not stopped such 
imports, which usually find their way 
into the country through the special 
economic zones where there is freer 
movement of goods. 

China has signed a number of tech- 


nology-transfer agreements with Ja- 


panese and European manufacturers 
to help its factories to increase pro- 


ductivity, But the day when China 


can satisfy the insatiable demand for 
consumer goods spaw ned by the cur- 


- rent freer economic policies is still a 


long way ahead. 
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dents can afford the more sophisti- 
cated products from overseas. | 


Overall, however, machinery and 


transport equipment still top the im- 
port list with 23.4% of the share 
(amounting to US$3.2 billion) in the 


by iron and steel and chemicals, 
billion) of the share. Given China's 


declared goal of quadrupling its in- 
dustrial output by the year 2000, im- 


"port of such intermediary goods 
necessary for development can only 
climb further. | 
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complaints of chaos and vicious price-cutting mounted. 
China was then also suffering from trade deficits and 
undergoing economic adjustment, which restrained its im- 
port capabilities. So Mofert was set up to provide what was 
called “unified leadership.” It has since adopted various 
economic levers in the form of trade commissioners and an 
import and export licensing system to restore some control 
and order to an enlarged and increasingly decentralised 
trading system. 

The latest decentralisation package, approved by the 
State Council about the same time as the government 
adopted the momentous document on urban reforms at the 
party central committee and publicised by many official 
Chinese media in recent months, says departments and 
FTCs under Mofert should become independent of their 
parent and free from 
interference by other 
administrative de- 
partments in their 
daily trade opera- 
tions. Mofert is to re- 
strict itself to overall 
planning and is not to 
take part in actual 
transactions. There 
should also be spe- 
cialised corporations 
to act as agents for 
Chinese enterprises 
on a fee basis. 

China traders are 
reacting cautiously to 
these proposals. 
"There will be many 
more changes this 
year and there'll be 
many questions with 
many answers," said 
Tom Gorman, presi- 
dent of Hongkong- 
based China Consul- 
tants International. "I'll wait 
and see," added C. E. Beckett, 
research manager of the 
Hongkong and Shanghai 
Banking Corp. “It’s part of a 
system that China has been 
trying to put together over 
the past few years... Butthen 
again, it may also prove to bea 
watershed document,” hesaid. 


nalysts say what wasout- 
Ai in the proposal 


was already happen- 
ing in many southern and 
coastal Chinese cities. The 
central government's once 
overriding influence over 
NFTC branches nationwide 
has been reducing. Provin- 
cial and municipal FTCs, 
granted more authority, are 
now more responsive to local 
demands, more loyal to the 
local authorities, and coordi- 
nate better transportation, 
chartering and warehousing 
for local imports and ex- 
ports. Responding to thenew 
competitive environment, 
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e aiso peco more p »cialisec . The recently 

ed China National Silk Corp., for example, grew out of 
e China National iles Import and Export Corp. The 
latest count of NFTCs under Mofert placed the total at 18. 

Chinese manufacturers and end-users, once dependent 
on the NFTC's as indispensable intermediaries, are now al- 
lowed greater initatives im sourcing their materials, pur- 
chasing machinery and;marketing their products. Under 
the old system, if an enterprise wished to import a piece of 
equipment, for example, it had first to apply to its im- 
mediate superior unit, which in turn requested a foreign- 
exchange allocation from the local government. Taking 
into account the country’s annual foreign-exchange 
budget, the Bank of China (BoC) and the State General Ad- 
ministration would then approve or reject the application. 
However, at the end of the day, an NFTC would make the 
purchase on behalf of the enterprise. 

With the introduction of a foreign-exchange retention 
system, Chinese enterprises can now have a greater say in* 
deciding what imports they want. The bureaucratic layers; 
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though - they still 
exist, have been 
greatly reduced, 
bringing the end 


users closer to the 
producers. In general, 
local governments, 
branches of the BoC 
and large Chinese 
corporations now 
have greater control 
over their hard-cur- 
rency earnings and’ 
therefore can respond 
faster to individual! 
enterprises’ needsy, 
Hongkong business- 
men have reported 
that more Chinese 
firms are coming to 
Hongkong to shop, 
sometimes bringing 
with them cash for 
payment. i 

"There's a definite 
change of  atmos- 
phere: the real change is that 
they [Chinese enterprises] 
now have money. Their objec-, 
tive is also very clear: to up- 
grade their existing plants 
with imported technology,” 
said W. G. Lamarque, manag- 
ing director of Jardine Mathe- 
son (China). 

With this continuous decen- 
tralised movement, will the 
day come when the NFTCs and 
their branches are phased out? 
Apparently no, as the exper- 
tise and knowledge built up by 
the NFTCs over the decades 
cannot be replaced easily. 
Moreover, NFTCs have estab- 
lished good relationships with 
many enterprises which may 
still prefer to go through their 
experienced middlemen than 
to venture into an area un- 
known to them. Also, the gov- 
ernment has made it clear that 
trading in certain important 
commodities such as grain and 
steel will continue to be in the 
hands of the central au- 
thorities. o 
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apply to pig-fat, offal, hearts and other less sought- 
fter parts of the pig. The pork ration is in any case gener- 
ous, which confirms the impression that the idea is to 
offload less desirable cuts on the market so that they will 

not have to be discarded as unsaleable. 
DEVELOPMENT The question of pork supplies is a microcosm of the 
Chinese economy 's reaction to the liberalising policies of 
9 elder statesman Deng Xiaoping and go-ahead Premier 
Facin up to Zhao Ziyang. Surpluses are a problem in Chinese industry 
S and commerce, too. With fresh emphasis on quality-con- 

w 

the classic | or electronic goods. They are more indignant than before if 
their purchases fall apart or do not work, for the factories 
e that produce them are mostly unwilling to admit error, or 
LDC dilemma keep dissatisfied customers waiting for months to have 
their goods repaired and returned. More often than not. 


trol, design and durability, Chinese shoppers are increas- 
they will stop working again shortly after being returned, 








ingly unwilling to buy shoddy toys, textiles and electrical 








hina is rapidly approaching the most decisive di- and in the end the consumer just becomes cynical and em- 
C lemma in its modern history: how to reconcile social bittered, as numerous letters and articles in the official 
stability and productive agriculture with an indus- media report. 
trial sector which is still backward and under-powered. Nonetheless, the shoddy goods which cram Chinese 
The straight answer to China's problems of development wholesale and retail stores' shelves today represent a big 
now is that its leaders are hesitant about plunging it into investment of capital and effort, and the authorities want 


the wildly flowing currents of industrial revolution. 
‘With the examples of 19th-century Europe, modern 
India and other low-cost industrial societies as depress- 
ing examplars, who can blame the Chinese for looking 
for another road to modernisation, strength and pros- 
perity? 

Despite some justified scepticism about the new 
prosperity of China's peasants, it seems beyond doubt 
that they have done well since the 1979 decision by the 
top party leadership to dismantle the People's Com- 
munes which Mao Zedong favoured, and let peasants 
concentrate on whatever crops and ancillary activities 
would pay best. The scepticism concerns the extent and 
depth of the new rural prosperity: is it just a handful of 
peasants who are making small fortunes just now, or is 
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small can be beautiful 


to see them sold before improved brands can be mar- 
keted. This has even led to official appeals to the 
populace to take some of their money out of savings ac- 
counts (or from under the bed), and enliven the econ- 
omy. The sooner old inventories have been sold off, the 
sooner new consumer goods can be put out for sale. The 
Chinese saver/purchaser is obviously leary of this ap- 
proach. A good example of the dilemma was a news- 
paper debate over whether a fashion-conscious young 
man was right to spend his months' wages on a new hat: 
after all, it was produced by socialist labour, represent- 
ed in its high price, and ought to be bought by someone! 
In Marxist economics, one of the main bugaboos is 
held to be the "scissors effect" — when the terms of 
trade between urban and rural areas become more 
the new, enhanced income from agriculture being enjoyed widely spaced, with the advantage going to the urban pro- 
at least to some extent by nearly all of China's petty ducers. China, if the official reports are reliable, is under- 
farmers? The answer is not yet clear, but last year's surplus | going the opposite effect, with the "scissors" closing — 
in cotton seems to back some of the official claims. | peasants in recent years have been catching up with and 





Zhao down on the farm: battling the scissors effect. 


Other agricultural products are also in surplus — espe- even surpassing the living standards and incomes enjoyed 
cially pork, and this makes it extraordinary that pork ra- by those in the cities. 
tioning has recently been re-instituted'in Peking and some At the same time, it is necessary to take people off the 


other big cities. The authorities claim that rationingisnota | land to work in urban factories and help supply the goods 
sign of shortage; indeed there is alleged to be a surplus of | which their families on the land badly need: textiles, 
pork. So why the re-issue of rationing tickets for China's medicines, cigarettes, wines, tools, and so on. There is no 
favourite meat? It seems to be mainly a question of rising way in which these new urban workers can be permitted to 
expectations, the quiet revolution which is taking place in enter the big cities, which already are desperately short of 
many aspects of Chinese society today. housing space and amenities for the city workers. 
Probably the rationing is for good, lean cuts of meat, and The solution chosen by the leadership group around 
judging by European experience after World War II, may Deng is to encourage in every way the growth of small 
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The Phillips MTBE 
Process produces high-octane blending 
stock for unleaded products. 

The RODbaffle Heat Exchanger Concept 
reduces tube failure and costly downtime. 
Software programs designed to help 
you do things faster, easier and much 
more efficiently. 

The Phillips Materials Catalog System 
and Data Base allows you to identify, 


| locate and retrieve any number of con- 
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struction and maintenance materials with 
ease and economy. 

The Phillips Well Log Analysis Software 
System reduces costly downtime, and 
improves accuracy and productivity. 

Phillips U.S.G.S. Digitized Base Map 

Data can improve the 
efficiency and productiv- 
ity of computerized 
mapping. We also offer 
à computer program 
for an employee Com- 
puterized Health and 
Environmental Surveil- 
lance System. 

Process technologies 
that offer you new 
ways to improve 
production, prod- 
ucts and profits. 

The Phillips 
Linear Polyethylene 
Process produces 
high-melt index 
homopolymers and 
copolymers with 
low investment and 
low operating costs. 

The Phillips Poly- 
propylene Process 
is performance proven, simple and 
economical. 

The Phillips Olefin Conversion Tech- 
nology gives you virtually unlimited flexi- 
bility in the altering of olefin feedstock 
composition. 

An Oil Furnace Carbon Black Process 
that reflects the latest technology and 


efficiency. 








Now ready to fly 
your nation’s colo: 


The only "new generation" 
domestic airliner flying today 
with the best combination of low 
initial cost, outstanding fuel 
productivity, minimal 
maintenance and operational 
flexibility and, above all, proven 
passenger comfort. 

Proven acceptance of the 
cabin comfort by over 25 million 
passengers already carried in 
Shorts aircraft which are in 
service with over 40 regional and 
commuter airlines in 16 countries 
around the world. Proven in 
service in Asia, the USA, Europe, 
and Australia, the 360 provides 
your airline with the latest state 
of the art technology and proven 
reliability. 

The Shorts 360 meets all 


the Iu of í nati yr 


having to provide essential 
domestic services at a cost that 
the customer and the nation 
can afford. It offers greater 
frequency and low operating 
costs on low yield, low density 
traffic services. The Shorts 360 
is the most profitable new 
aircraft for routes up to 250 
miles and feeds to mainline jet 
services throughout the country 
and is built to meet the same 
regulations as the large 
intercontinental aircraft. 


Shorts 360 


will serve your nation and its people — profitably! 


SHORT BROTHERS PLC —Far East Regional Office, 2nd Floor, 
Elizabeth House, 250 Gloucester Road, Causeway Bay, Hong Kong. 
SHORT BROTHERS PLC —PO Box 241, Airport Road, 

Belfast BT3 9DZ, Northern Ireland. Telephone 0232 58444 

Telex 74688 Telegrams Aircraft Belfast. 

SHORT BROTHERS PLC, Berkeley Square House, Berkeley Square, 
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seem aware of the uneconomic scale of these enterprises, 
the poor quality of much of their product and the competi- 
tion they put up to much better products coming from the 
urban, industrial areas. 

The new small towns will be expected to strive for some 
ideal of quality and stable production, while rewarding 
their peasants-turned-workers to an extent which will lure 
more people off the overworked land, and allow many of 
those who are rooted there to concentrate on specialised 
crops for profit. Development experts in many countries 
have hit on similar answers to the problem of rural-urban 
income disparities, which are one of the most serious fac- 


tors leading to revolution in the Third World. China has’ 


had more than its fair share of revolution, and is looking to 
market stimuli and common sense to drag the peasantry out 
of its mediaeval backwardness, without the anti-urban 
policies which have discredited Maoism as a serious deve- 
lopment policy. — DAVID BONAVIA 


A servant of the 
people — on just 
a dollar a day 


hunyi County is part of Peking municipality, about 45 
minutes drive from the city centre. Shunyi is not 
readily accessible to foreigners resident in Peking. 
dei, | nondescript, it is not a *model county" and has no 
“model village." The model county in the Peking suburbs is 
Changping; its model village, Caihe, has visitors every day. 
Visitors to Shunyi must first apply for a permit from the 
Public Security Bureau, and a guard posted on the highway 
just outside the county seat checks all vehicles bearing the 
distinctive foreigners' licence plate. 

Li Baqxiang calls himself “a petty intellectual" because 
he had only some eight years of schooling, finishing after 
junior middle school. But at the age of 39, he belongs to 
China's emerging "young, upwardly mobile professional" 
class who will take over one day. The party policy is now to 
promote younger and better-educated people to positions 
of responsibility within the party, government, factories 
and enterprises. Li, a former teacher, is deputy director 
of the Shunyi county office — a job he has held for four 
years. 

The quiet and unassuming Li's job is primarily to ensure 
smooth implementation of the economic reforms, the suc- 
cess of which is measured largely by accumulation of 
wealth, within the county and among its peasant and town 
population. So far, he said, the going has been good. The 
county's peasant incomes per capita have risen from Rmb 
114 (US$40.30) in 1978 (the benchmark year before rural 
reforms allowing farmers to sell some of their produce in 
free markets were introduced) to Rmb 850 last year. Town 
dwellers' incomes have also improved, but much more 
slowly and, at Rmb 800 last year, is now behind the pea- 
sants’. "We hope to raise peasants’ per capita income to 
Rmb 1,000," Li said. 

The road to wealth lies in industry — or what is known as 
township enterprises. Of Shunyi's 480,000 people, 450,000 
are considered peasants, but only 40% are in agriculture. 
The rest work in factories producing food, textiles and elec- 
tronic goods. At the Shunyi village of Bai Ge, 20 minutes 
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from the county centre, where there are 11 factories with 
160 workers and only 40 peasants actually work on the 
land, the income per worker rose from Rmb 2,511 in 1983 to 
Rmb 3,850 last year. The village brigade leader lives in a 
three-room house which, he says, is two rooms too many, 
but he will learn to cope with the added space, and he and 
his wife are impatiently waiting to buy a truck which they 
can afford to pay for right now in cash. But there are not 
enough trucks to go around. 


owever, the 8,000 cadres in Shunyi are not so _ 
H well off. Li himself earns Rmb 90 a month, in- 

cluding Rmb 35 for food and travel allowance when 
he visits villages, and most cadres earn Rmb 56-65 a month. 
But though the cost of food and clothing is rising and 
further price reforms are imminent, Li expressed confi- 
dence in General Secretary Hu Yaobang’s promise to raise 
cadres' wages in April, and the leadership's assurance that ^ 
these pay rises will not be eroded by inflation. "The govern- 
ment will use the subsidies which used to go to grain pro- 
ducers to subsidise city dwellers so that higher food prices 
will not affect us," he said. "Besides, everybody, including. 
cadres, get bonuses. Of course, workers get more." In gov- 
ernment offices last year, he said, the average bonus was 
Rmb 425. 

In Shunyi, cadres apparently have to spend two-and-a- 
half days a week for 10 weeks on *party rectification," the 
only aim of which (at least until the “unhealthy new ten- — 
dencies" corruption problem emerged recently) was to ` 
"thoroughly negate the Cultural Revolution." Accordingto 
Li, "there are still leftist elements" in his area (he is a party 
member), something which is “reflected in people's think- 
ing." Now that party rectification has under its banner 
reinforcing party discipline in order to stem “unhealthy 
new tendencies,” the number of meetings — which Li said i 
were all “very necessary” — may well be increased. | 

It was difficult to get him to discuss political difficulties 
in implementing the economic reforms. But Li obliquely re- 
ferred to these problems in the area of administrative re- _ 
forms. He said: "There is overlapping administration. The »" 
county party committee and the government have dupli- 
cate administrative offices. There is no need for that. They 
can be merged into one. Any financial or commercial mat- 
ter has to go through both party and government units. It's 
what we call ‘too manymothers-in-law'." 

According to him, some peasants are still wary about the 
permanence of the new economic policies: “There are some 
who, after making Rmb 10,000 — the ‘10,000-yuan pea- 
sants' — stop because they don't want to draw possible 
criticism in case of po- 
licy reversals. This is 
not good for the coun- 
try. The people should  . 
have confidence," he 
said. ; 

So how is Mao Ze- 
dong regarded these 
days? Li said: "The 
peasants' attitude to- 
wards Chairman Mao 
has changed, particu- 
larly in the past three 
years. The peasants 
look upon Deng [Xiao- 
ping] as the man who 
brought about the 
changes in their lives, 
and these changes out- 
weigh those [Mao] 
brought about after 
1949." — MARY LEE 
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PReports of a 
death greatly 
exaggerated 


.. By Robert Delfs in Hongkong 


d *What is socialism? What is Marxism? Our understanding 
of these questions in the past was not completely clear.’ 


— — DENG XIAOPING in a speech entitled Build Socialism 
— with Chinese Characteristics, 30 June 1984. 
I Central Commitee's so-called Decision on economic 
reform last October, a number of articles appeared in 
_ the Western press heralding capitalism's rise in China and 
$ the demise of socialism. The height came after a piece by a 
"commentator" in the People's Daily on 7 December. Not- 
ing that Marx died 101 years ago, it suggested that “we can- 
not expect the writings of Marx and Lenin of that time to 
— solve our current problems." This led to reports in the foreign 
— press from Peking that the 
- party had declared Marx- 
ism obsolete. (The People’s 
Daily printed a correction 
the following day, chang- 
—— ing the line in question to 
: ; read ". . . cannot solve all 
|». our current problems. ") 
— Regardless of qualifica- 
— tion, one prominent Ameri- 
|) can columnist found this 
- motion “breathtaking.” 
The writer, Flora Lewis of 
The New York Times, com- 
r mented: "China's official 
— attack on Marxist ortho- 
— doxy as outdated and a 
— hindrance to needed re- 
- form was such a surprise to 
- Soviet-bloc communists 
- that it left them speech- 
less.” For a communist to 
1 ‘admit openly that Marx's 
principles were about a 
— -different era, Lewis said, is unheard of. “There is an urge to 
— chortle, but the event is too important to be trivialised." 
Lewis did not stifle her chortles alone. Fortune subtitled 
-a subsequent cover story "China After.Marx." Communist 
Party of Vietnam concurred, finding the People's Daily ar- 
ticle "further proof of the Chinese ruling circles' betrayal of 
Marxism," and citing for support a report in the Christian 
Science Monitor and the memoirs of former United States 
president Richard Nixon. Spokesmen for the Chinese Com- 
—— munist Party, meanwhile, steadfastly insisted that it re- 
-— mains Marxist. 
z The utter strangeness of a communist party in power de- 
_ fending its allegiance to Marxism against this odd assort- 
- ment of bedfellows suggests there may be serious concep- 
tual difficulties in outsiders’ understanding of what Marx- 
ism means in China and the context of China's present eco- 
nomic reforms. What is happening in China today can be 
seen as a stage in a debate about China's future which dates 
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Mao speaking, 1938: Marxism with a Chinese Character. 
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dps Consider kense Marxists pe 
view the debate in terms of different conceptions of a 
socialist future. 

Let us for the moment concede to the Chinese com> 
munists the privilege of calling themselves Marxists, if 
need be, and their reasons for wanting to do so, and attempt 
to look at the issue in its own terms — nòt whether or not 
China shall be Marxist or socialist, but rather, in Deng 
Xiaoping's words, what is Marxism, and what is socialism? 
First, the People's Daily's "breathtaking" admission that 
Marx did not fully anticipate the problems of today is 
drawn from Mao Zedong's famous 1937 essay On Practice: 
"Marx, in the era of laissez-faire capitalism, could not con- 
cretely know certain laws peculiar to the era of imperialism 
beforehand, because imperialism, the last stage of 
capitalism, had not yet emerged and the relevant practice 
waslacking .." 

Far from suggesting the abandonment of Marxism, the 
People's Daily article (which was even headlined "On 
Theory and Practice") said that it is necessary to study 
Marxism, In studying Marxism, "itisimportant to learn the 
universal laws expounded by the classical writers, as well 
as their stand, viewpoint and method in observing and 
solving problems, [but| we should not cling to individual 
phrases or particular theses." The commentator said: "As 
the descendants of Marx, we have the duty to enrich and 
develop Marxism in practice." This is certainly not unpre- 
cedented, either in China or the larger international com- 
munist movement. Lenin, proposing in pre-capitalist Rus- 
sia a revolution which Marx anticipated in the most ad- 
vanced capitalist societies, wrote in 1894 that Marxists 
"borrow from Marx's theory only its invaluable methods, 
without which an elucida- 
tion of social relations is 
impossible." 

The most important 
Chinese expression of the 
developmental concept of 
Marxism is Mao's report to 
the 6th plenum of the 6th 
Central Committee in Oc- 
tober 1938. Mao called for 
the party to apply thetheory 
of Marxism-Leninism to 
the specific cireumstances 
of China “so that its every 
manifestation has an in- 
dubitably Chinese charac- 
ter." This statement, which 
may be regarded as the 
locus classicus for Deng's 
theme of socialism with 
Chinese characteristics, 
was made at a time when 
Mao, opposed by a pro- 
Moscow faction within the 
party, was defending both the independence of the party 
from Moscow and the peasant-based military and political 
doctrines developed under his leadership. 

Mao returned to this theme again in the late 1950s to jus- 
tify policies of rapid collectivisation which were unconven- 
tionally leftist in relation to the Soviet model of socialist 
development. Deng also insists that Marxism must be de- 
veloped through practice, citing Mao's dictum that the 
source of truth is fact, to defend his programme of reforms 
against more doctrinaire communists whom he castigates 
as "Whateverists." The Dengists' specific heresy, from a 
doctrinal point of view, is not the idea that Marxism can be 
developed, but rather the assertion that China, while 
socialist, remains a commodity economy. This may seem an 
obscure point, but as the entire package of Chinese econo- 
mic reforms which the West values so highly may rest upon 
it, we might do well to examine this issue more closely. 

In Das Kapital, Marx analysed in great detail the struc- 
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Doug Robertson is in China daily. 


Doug Robertson, National Australia 
Bank's representative in Beijing, is 
continually developing business 
opportunities and promoting trade 
between Australian clients and local 
companies/ government departments 
in the Peoples Republic. 


National Australia Bank also fully 
services the Hong Kong/ Macau 

areas through the Bank's Hong Kong 
representative office and wholly owned 
subsidiary National Australia Finance 
(Asia) Limited. In this way we provide a 
complete range of corporate/ wholesale 
banking services to our clients and 
assist in developing trade with Australia. 


Why don't you take advantage of our 
international experience and expertise? 


We know the markets... we know 
international banking. If you need 
advice, assistance or information on 
business or trade with Peoples Republic 
of China or Hong Kong/ Macau contact: 


D. L. (Lex) Webb 

Area Manager, Asia/ Pacific, 

National Australia Bank Limited, 

500 Bourke Street, Melbourne, Vic. 3001. 
Telephone: (03) 608 3645. Telex: 30241. 


L. T. (Les) Schumann 
Manager, International Services, 
National Australia Bank Limited, 
Qantas International Centre, 
International Square, 
amieson Street, V nl NSW 2001. 
lephone: (02) 237 1617. Telex: 71043. 


P. S. (Peter) Beeston 

Managing Director, 

National Australia Finance (Asia) Ltd, 
4302 Connaught Centre, 

] Connaught Place Central, Hong Kong. 
Telephone: 5-262041. Telex: 75315. 





Doug Robertson 

Representative, 

Natiorfal Australia Bank Limited, 

Sth Floor, Rooms. 502 and 503 

Hepingmen Wai, Kaoyadian Building, 
Beijing, People's Republic of China. 
Telephone: 33 0193, Telex: 22524 NATAU CN. 


National 


Australia 
Bank — 


National Australia Bank Limited 
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ture corimuntit society into which capitalism, a s he main 
tained, would eventually transform itself. The inal aes ots a 
socialism transitional to communism in a pre-capitalist so- 
ciety, however, was not considered. In Marx's lifetime, as 
the People's Daily reminds us, the situation never arose. 

The starting point of capitalism, Marx argued, was the 
creation of a world-embracing market in which com- 
modities are exchanged for money and money for com- 
modities. Marx considered the profit accruing in the pur- 
chase and sale of a commodity to be surplus value derived 
from the labour expended in producing the commodity. He 
located the creation of capital in the expansion of exchange 
value occurring in the 
process of production 
and exchange of com- 
modities. This concept 
of commodity economy 
was opposed to a natu- 
ral, or barter economy, 
in which goods having 
only use-value are ex- 
changed for other 
goods and the creation 
of capital does not 
occur. 

Under capitalist 
conditions, Marx said, 
both labour-power 
and the means of pro- 
duction appear as 
commodities and are 
exchanged on the mar- 
ket. But in socialised 
production, society would distribute labour-power and the 
means of production to the different branches of produc- 
tion, eliminating money-capital and ending the appropria- 
tion by capitalists of the surplus value produced by labour. 
This bare formulation leaves considerable latitude to a 
society which considers itself in transition to communism 
but not from the starting point of advanced capitalism. 

The Dengists' position is that the commodity economy is 
a natural stage of social development that China, backward 
and undeveloped, cannot bypass or abolish. Previous at- 
tempts to accelerate the transition to communism by pre- 
maturely imposing advanced methods of production on 
China's backward base, as during the Great Leap Forward, 
were disastrous in practice, Dengists hold, and were the re- 
sult of ultra-Left subjectivism — a failure to take adequate 
account of China's backwardness and the principle that 
society develops by stages. The implications of this are 
profound. If China is a developing commodity-economy, it 
follows that structurally China will resemble a capitalist 
economy in many respects and that many of the laws which 
govern capitalist economic development apply to China as 
well. Commodity exchange, in particular, would be expect- 
ed to operate similarly in either a capitalist or socialist 
commodity-economy. 





Soviet model of a centrally planned and adminis- 

tered economy and the embrace of market forces. 
There have been previous cases, notably Lenin's New Eco- 
nomic Policy and Mao's New Democracy, in which com- 
munists have accepted a mixed economy as a temporary 
necessity. The Dengists expect commodity economy condi- 
tions will continue well into the next century, a historical 
stage that wil] persist until development of productive 
forces has eliminated searcity and so created the precondi- 
tions for communism. 

The distinction between a capitalist commodity economy 
and China as a socialist commodity economy, in the Deng- 
ist view, is first that land and other important means of 
production are owned by the whole people, though they are 
used and operated by collective groups or individuals. Sec- 
ondly, planning plays a role in the socialist commodity 


T's is the Marxist justification for jettisoning the 
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economy, even if only indirectly, through such mechanisms 
as credit, tax, price, wage and monetary policies, not- 
withstanding that capitalist societies, forsaking laissez- 
faire doctrines, introduced these mechanisms. Some of the 
questions raised by China's status as a commodity economy 
are still under debate among the reformists. If labour, for 7 
example, can be considered a commodity, then the objec- T 








theoretical . 
bases for ` 
stock ex= 7 


tions to a labour market vanish. Similar 
groundwork is under way to establish the 
“socialist” financial markets and “socialist” 
changes. ‘i 

A reasonable reaction to all of this would be to ask why is? 7 
it necessary? If China is adopting capitalist techniques in 7 
order to replicate the economic performance of Japan, the i 
US and other market economies, why does it insist on tor- p 
tuous Marxian arguments instead of simply saying so? 

Anyone who understands the economic reforms to mean © 
that the Chinese leaders have concluded that capitalism 
works is quite correct. The error is to assume that they — 
necessarily proceed to what might seem the natural corol-? | 
lary — that socialism (or Marxism) does not. On the con- 
trary, there is a certain resentment, as the English-lan= 
guage Peking China Daily put it; that “Westerners tend to 
think of the market as something peculiar to capitalism,” 
and still more that China should be expected to renounce 
socialism as a concomitant of economic reform 

It may be argued that Marxism in China today is little 
more than an ideological figleaf, the last shred of legiti- 
macy covering the communists’ naked monopoly of politi- | 
cal power. Even so, it would be folly to dismiss China's 7 
commitment to Marxism as meaningless. Nor, among the — 
world's developing-country regimes, would the Chinese ^ 
communists appear the least well-clothed. Wholesale re- 
cantation would indeed be an awkward exercise for a com- 
munist party in power to undertake, but there is reason to 
doubt that Chinese Marxism is merelv cvnical 

Marxism recommended itself to the early Chinese re- 
volutionaries on the > 
basis of its track rea) 
cord. At a time when cs 
Chinese republicanism © a 
had degenerated into ~ 
rule by warlords, the 7 
October Revolution in 
Russia kindled a faith > 
that not only could the 
“sage-king shape his- 
tory,” in Benjamin 
Schwartz’ words, but 
that “history would | 
support the  sage- mi 
king." The depreda= 9 
tions of the imperialist 
powers in China, and 
particularly after the | 
dismembering of 7 
China's territory at the 
Paris Peace Conference 
in 1919, focused further attention on Marxism and particu- 
larly Lenin’s theory of imperialism. Marxism seemed to 
offer both a plausible explanation for China’s lamentable 
condition and the methodology for alleviating it 

Today, remembering their beginnings 60 vears ago as or- 
ganisers in treaty-port factories and then as beleaguered 
guerillas, these communist rulers of an emerging world 
power may be satisfied that Marxism, in the main, has 
served them well. “If China had not practised ocialiiti 
but instead followed the capitalist road, would the Chinese 
people have been able to stand up?” ponders Deng in Build 
Socialism with Chinese Characteristics. “If we were not 
Marxists, and had we not integrated Marxism with China's 
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own reality, China today would still be split and frag- 
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mented — not only would China not be independent, it 
would not even be unified. 

“Without our complete faith in Marxism, the Chinese 
revolution would have failed,” he continues, and “this faith 
[xinyang] is a kind of force." After 1949, “had we not prac- 
tised socialism but instead followed the capitalist road, we 
could not have resolved China's chaotic conditions, infla- 
tion and prices would not have stabilised, and the condi- 
tions of poverty and backwardness everywhere would be 
unchanged." It is not necessary to agree with any of these 
particular propositions to appreciate their force. Marxism 
does buttress the power of the party, but it is also deeply in- 






ertwined with China's nations 


"actes make it unlikely that any policies that are not tMar- 
xist could prevail for the foreseeable future. 

This would be tragic indeed if it meant China would be 
condemned by its ideology to cripple itself in an attempt to 
realise the Marxian vision in our time. The ascendancy of à 
more flexible, open variety of Marxism over the past six 
years, however, suggest that Chinese Marxism may mean 
something quite different. Results achieved in practice, 
says Deng, echoing Mao, are the ultimate test of theory. 
And the results of six years of reform have been very good 
indeed. But the existence and future survival of the reforms 
also depend on the ability of Deng and his successors to ar- 
ticulate and defend them in Marxist terms. Chortle as we 
may, the day the Shanghai Stock Exchange reopens, 
perhaps not long hence, will not be the day China re- 
nounces socialism. Nor should we be surprised to see pres- 
iding over the event the gilt-framed visage of Karl Marx.0 
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Superpower 
links are the 


prime concern 


— By David Bonavia in Hongkong 
I is doubly ironic that, 30 years after Zhou Enlai, at 





the Afro-Asian Conference in Bandung, Indonesia, es- 
tablished China as the fiery revolutionary leader of the 
Third World, the country has been officially invited back to 
the anniversary celebrations of the conference. The first 
irony is that the invitation indicates a slight thaw in rela- 


tions with Indonesia, broken off because of China's alleged 


involvement in the 1965 communist coup attempt. 

The second and larger irony is that now, though China is 
still firmly within the Third World, its primary foreign-po- 
licy concerns are its relations with the superpowers, the 
United States and the 
Soviet Union — and with 
its industrialised near- 
neighbour, Japan. Al- 
though China could 
never openly say so, the 
developing nations are 
firmly in the back seat 
— with, of course, the 
notable exception of In- 


policy at present has 
three main tasks: to im- 
prove relations with the 


yielding on any points of 
principle, to keep up 
pressure on Vietnam to 
get otit of Cambodia, and Tir 
to struggle against the kipi 
increasingly restrictive =Y 
import policy of the US. 30bang wit! 
Having successfully 

negotiated the refit of its navy by the US, itisfrustrating for 
China to have been unable to prevent the tightening of US 
control on its textiles exports. This is doubly bothersome for 
China because it affects its economic links with Hongkong, 
which must be kept stable and flourishing if the tricky run- 

up to reversion of sovereignty over the territory is not 
to be complicated by extraneous factors. Hongkong, too, 
is extremely hostile to the new US customs rules which 





Kim: the balancing act gets harder. 


will shut out a significant amount of its normal exports. 

China officially styled the imposition of the new rules “a 
unilateral action by the US in disregard of China’s interests 
[which] will certainly do harm to the smooth development 
of Sino-US trade, and will not be accepted by the Chinese 
Government.” The nub of the problem is the US decision to 
stamp out the practice of selling Chinese semi-finished tex- 
tiles to Hongkong, where they are made up and sold under 
the latter's quota agreements with the US. Soa reduction in 
US imports will hit both China and Hongkong. It has been 
estimated that the jobs of 50,000 Hongkong workers and 
100,000 in China, mostly in the southern province of 
Guangdong, may be affec ted. 

China looked with approval on the smallest signs of a 
thaw between North and South Korea, for instance the 
two-way trade talks held between the separate wings of the 
divided country last November. The Chinese media took 
the unusual step of referring to “northern and southern 
Korea” rather than the Democratic People’s Republic of 
[North] Korea and South Korea. Tentative moves towards 
telephone and transport links between China and South 
Korea give grounds to hope that the two countries would 
edge gradually into a more rational economic relationship 
even if political cordiality may be a long way off. 

The pace of improvement. in Sino-South Korean rela- 
tions must depend large- 
ly on the attitude of 
North Korea's President 
Kim Il Sung. If Kim does 
not protest against Pe- 
king-Seoul links, they 
can go ahead. But if he 
does, China will not 
want to risk offending 
him to the extent that he 
will mend his shaky re- 
lations with the Soviet 
Union. The increasing 
friendliness in govern- 
ment-to-government 
contacts between Mos- 
cow and Peking makes it 
more difficult for Kim to 
play the balancing role 
he. has handled so ex- 
pertly in the past. And of 
course the US will be 
pleased by any moves 
which lessen the risk of war on the Korean peninsula. 

Meanwhile, the past year has seen great atmospheric im- 
provements in Sino-Soviet relations, and progress in trade 
links, but no fundamental solution of the big foreign-policy 
issues that divide the two countries. The most important 
event was in December-January, when Soviet First Deputy 
Premier Ivan Arkhipov paid his much-touted visit to China, 
which had been an on-again-off-again affair for several 
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months past. It was the highest-level Soviet visit to China 
since 1969. 

Arkhipov, recognised by the Chinese as an “old friend” 
because of his role as senior economic-aid adviser in the 
1950s, had put off his visit scheduled last year on the 
grounds that it had been “inadequately prepared.” The 
speculation was that he did not want to visit on the heels of 
US President Ronald Reagan, and that he was put off by the 
deterioration of Sino-Vietnamese relations at the time. Al- 
though his eventual visit was surrounded with a rosy glow 
of personal reconciliation by the Chinese leaders, the latter 
were careful not to encourage anyone to read into it a fun- 
damental change of heart towards the Soviet Union. 

“The question of the relations between our two parties is 
not under consideration now,” a Chinese official spokes- 
‘man Said in January after Arkhipov departed. “During the 
great polemics of the international communist movement 
[in the late 1950s and the 1960s], different parties reached 
different conclusions," said Wu Xingtang, deputy head of 
the international liaison department of the Chinese party 
central committee. He added: "We do have the willingness 
to establish, restore and develop party-to-party relations 
with any communist party of the world, on the basis of the 
four principles." By these are meant independence, com- 
plete equality, mutual respect and non-interference in each 
other's internal affairs. 

However, China continues to take the stand that there 
can be no important improvement of relations with the 
Soviet Union until it withdraws its troops from Afghanis- 
tan and from the Chinese border, and ceases encouraging 
Vietnam to continue its occupation of Cambodia. The 
former conditions China set regarding normalisation of the 
situation on the Sino-Soviet border are not played up now, 
for there has been a great improvement in on-the-spot rela- 
tions among border guards and traders (officially 
- sanctioned by both governments, of course). 

The border guards, it seems, pay friendly visits to each 
other, eat and drink together, and watch each other's films. 
Problems are sorted out locally by mutual consultation un- 
less they are too big or complex. The danger of an accident- 
al war is presumably much reduced. This is in sharp con- 
trast to the situation on the Sino-Vietnamese border, where 
there are almost daily shoot-outs and prisoners are taken if 
rival patrols meet in the ill-defined frontier zone. It is an 
extraordinary reversal 
of the situation of the 
late 1960s, when the 
Chinese were exchang- 
ing fire with the Soviets 
but cultivating "frater- 
nàl" relations with the 
Vietnamese. 

The most interesting 
aspect of Arkhipov’s 
visit was the attention 
he paid to China’s mod- 
ernisation schemes, for 
instance the industrial- 
reform experiment in 
progress in the big cen- 
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cially At Shenzhen 
Special EcofbiiiüN Zoht 
(SEZ) which he asked to 
visit. Shenzhen is by far 
the most successful of 
the new SEZs, which are 
a major plank in the 
general Chinese policy 
of opening coastal and 
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Arkhipov in China: an old friend. 
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‘riparian cities, especially former treaty ports, to trade and 


investment cooperation with Hongkong businessmen and 
firms in Japan and the West. 

Although there is scant likelihood of the Soviet Union 
imitating China in its policy of maximising the value of its 
large labour force (the Soviets have a labour shortage), 
Moscow is clearly interested in finding out how successful 
Peking will be in filling its foreign-exchange coffers and 
updating its technology, management and marketing by 
such unconventional means. 

China's growing prosperity, and especially its better ag- 
ricultural crops stimulated by the economic reforms, are 
clearly tempting to the Soviets as indicating the prospect of 
more two-way trade in coming years. China can make good 
use of new Soviet industrial equipment, linked generation- 
wise to much of the inventory it already has. The Soviet 
Union is eager to get more food and consumer goods from 
China, especially to supply Eastern Siberia and the 
Maritime Province. 

Three economic-cooperation pacts were signed during 
Arkhipov's visit, covering the metallurgical, textiles and 
automobile industries, and scientific exchange. Mutual 
trade is expected to increase from US$1.4 billion to about 
US$1.7 billion in 1985. oO 


The Indochina 
factor: when 
pragmatism fails 





By Richard Nations in Hongkong 


china of Soviet First Deputy Premier Ivan Arkhipov's 

unexpectedly warm and friendly visit to Peking re- 
veals the Janus-like conflict underlying Chinese foreign 
policy. To the north — in China’s relations with the two 
Koreas, the Soviet Union and Japan — the pragmatism of 
elder statesman Deng Xiaoping has clearly been extended 
into Chinese foreign policy. China's efforts to play the role 
of an honest broker between Seoul and Pyongyang is only 
one example of Peking seeing the reduction of regional ten- 
sions as vital to its own modernisation process. “China does 
not believe that its own future will be secure until [North 
Korean President] Kim Il Sung adopts his 
own version of the Four Modernisations," a 
Peking-based diplomat commented. 

China's tacit endorsement of Japan's grow- 
ing security role in the region is another 
example of the Dengist rationality which 
is overcoming many of the phobias and com- 
plexes that influenced Chinese foreign policv 
as recently as the Japanese "textbook con- 
troversy" in 1982. Although Peking is reluc- 
tant to promote openly an anti-Soviet tri- 
lateral entente with the United States and 
Tokyo, China recognises that US-Japanese 
defence cooperation in the western Pacific 
allows Peking to divert resources from the 
military to economic investment. Japanese 
Prime Minister Yasuhiro Nakasone's April 
1983 Peking visit set the Chinese stamp of 
recognition on Japan, for the first time, as an 
equal partner in regional security. 

Looking south, however, the requirements 
of stability for China's modernisation and 
Peking's ambitions to establish itself as the 
arbiter of the regional order are more clearly 
at odds. China's determination to oppose 
Hanoi's consolidation of its control over 
Indochina has staked China's prestige on 


T's immediate impact on Peking's position in Indo- 
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important space programmes, both French and European 
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GBC Technology: 

This table formwork system, 
adapted by GBC engineers, 
achieved the building rate of 
one floor every five days on 
Exchange Square. Just one of 
the latest construction 
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GBC’S PRC Projects: 
From the first soft drink 
bottling plant in Shenzhen, 

to an electronics factory 

in Shekou, to the project 
management for a 600-room 
hotel in Xian, GBC has, 

and will continue to 

provide diversified 

building construction services 
in China. 
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[dts ability to sustain a long-term policy of c 
with Hanoi. “Over the pat i eere tot nilite 
on the Sino-Vietnamese border has remain 
equal," a Western military analyst commented. “If any- 
thing, it has been Hanoi and not China which has shown 
itself willing to devote more resources to military confron- 
tation." 

This apparent unwillingness of Peking to become in- 
volved in military action on its southern border was proven 
again just as Peking was most concerned to ensure the suc- 
cess of the Arkhipov visit. That was the time Hanoi chose to 
launch a surprisingly early dry-season offensive in Cam- 
bodia, destroying virtually all the main bases of the Pe- 
king-backed insurgents and leaving the United Nations- 
recognised government of Cambodia — the Democratic 
Kampuchea coalition — with hardly any territory to call its 
own. 

By the middle of February 1985 — the anniversary of the 
month-long Chinese invasion of Vietnam in 1979 — China's 
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failure to back its threats to administer a second “lesson” to 
Vietnam had damaged Peking's credibility as a decisive 
factor in the Cambodia power equation. Chinese officials 
have been anxious to discount the military success of 
Hanoi's dry-season offensive by stressing that the real test 
is whether Hanoi can manage to hold its ground during the 
wet season. Moreover, analysts point to evidence of Hanoi's 
own apparent anxiety over the process of Sino-Soviet nor- 
malisation. Nonetheless, Vietnam once again has demons- 
trated its tactical mastery of shifts in superpower relations, 
seizing the political initiative by forcing the tempo on the 
battlefield. 


tions which will ratify its gains on the battlefield, 

split the coalition and further isolate its communist 
faction, the Khmer Rouge, politically. Moreover, observers 
believe that Hanoi is now eager to capitalise on its dry- 
season offensive before the process of Sino-Soviet normali- 
sation erodes Moscow's political support for Hanoi. "It is 
certain that the Cambodia issue can be settled through po- 
litical channels," the Swedish newspaper Dagens Nyheter 
quoted Vietnamese Premier Pham Van Dong as saying on 
17 January — as the assault on the Khmer Rouge main base 
at Phnom Malai was in full swing. "The course of develop- 
ment in this direction has already begun." 

To make its peace offensive more credible, Vietnam has 
stepped up overtures to China with an unpublicised letter 
from Foreign Minister Nguyen Co Thach to his Chinese 
counterpart Wu Xuequian calling for "secret talks to re- 
store the friendship of the old days." Wu, however, has told 
Thai officials that Peking does not see anything new in the 


H anoi is now expected to press for quick negotia- 
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Vietnamese offer. And Prince Norodom Sihanouk, presi- 
dent of the Democratic Kampuchea coalition, was quoted 
in the press,as saying that he was told by Wu that China re- 
quires a solemn declaration that Vietnam is going to with- 
draw all its troops from Cambodia, a "precondition which 
is obviously unacceptable to Hanoi." 

Vietnam apparently is under no illusion that the long- 
term trend of Sino-Soviet normalisation can only leave it 
isolated and weakened. One indication of Vietnamese an- 
xiety over the Arkhipov visit was the admission by a Viet- 
namese diplomat in Moscow in private conversation with a 
Western ambassador that Moscow had coldly informed 
Hanoi that it would go ahead this year regardless of the 
level of hostility on the Sino-Vietnamese border. “Hanoi is 
putting a brave face on a desperate situa- 
tion," a Western diplomat commented. 
"Hanoi remembers that [late Soviet presi- 
dent Leonid| Brezhnev received [then 
US president Richard] Nixon while the 
Christmas bombings continued in 1972 
and the fear and distrust of a superpower 
sellout has not diminished.” 

Diplomatic analysts believe that the 
Vietnamese are probably right to suspect 
Moscow's reliability now that it appears 
to be making some headway in a 20- 
year policy of reversing the Sino-Soviet 
split. “Vietnam’s on its own, except in 
the very improbable event that China 
threatens a strategic strike against 
Hanoi itself,” a Western analyst com- 
mented. Moscow has failed to reinforce 
Vietnam’s charges of attacks by China 


into Vietnamese territory with a strong commentary in its 
own media. 

Of deeper concern to Hanoi, however, are any signs that 
Moscow is prepared to sell out Vietnamtse interests in 
Cambodia as the price of improving relations with China. 
"The Soviet Union is willing to cooperate with China in 
other fields such as coordination on world peace and secu- 
rity," a Radio Moscow commentary stated on 24 February, 
noting the "great importance" that Soviet leader Konstan- 
tin Chernenko attaches to "normalisation of relations with 
China." And though all indications are that Moscow is not 
contemplating any major change in its support for Viet- 
nam, such vague overtures can only add to what observers 
believe is Hanoi's new sense of urgency to resolve the Cam- 
bodia conflict quickly. 

The Arkhipov visit, however, has also raised doubts over 
China's willingness to stay the course in Cambodia. “Im- 
provement of Sino-Soviet relations is beneficial to the peo- 
ple of the two countries," the Peking journal Shijie Zhishi 
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anistan with the now-standard polemic. And though Pe- 
ing has been at pains to explain to Asean and US officials 
that the omission was intended as no more than a courtesy 
to Arkhipov, it is indicative of the uncertainty felt by many 
that Peking should have to reassure its allies that it has not 


- compromised its principles. 


Peking has clearly lost face as the great power patron of 
the anti-Vietnamese coalition. But the Thais at any rate 
still view China as a major deterrent protecting Thai bor- 
ders against Vietnamese incursions, even though Peking 
now appears less credible as the arbiter of regional order. 


— Vietnamese forces remained circumspect in their assault on 
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Phnom Malai, allowing up to two divisions of Khmer Rouge 


— combatants to escape through Thai territory rather than 
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cross the border in an effort to encircle them. “The Thais 
still recognise that if China pulled its forces off [its border 


‘with Vietnam] Hanoi would be in a position to shift over- 
whelming force into Cambodia,” a Bahgkok-based dip- 
— lomat commented. 


China's role as the principal supplier for the coalition in- 


surgents is also looked upon as irreplaceable. And the set- 


— backs suffered by the resistance forces militarily have had 
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— returned to the long- 
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Strategy of isolating 
ally, until it buckles 


— under the weight of the 
a Cambodia adventure. 


gpreserve its own unity 
E. 


dimensions 


 Asean hopes to dilute 


the effect of reminding the Thais — who had grown com- 
placent in view of the rapid growth in recent years of the 
non-communist guer- 
illa fighting forces — 
of theoriginal political 
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Vietnam internation- 


Asean as a whole has 
term strategy, both to 


and in hopes of com- 
pensating for coalition 
military losses in the 
dry-season campaign. 
By shifting the focus 
onto the international 
of the 
Cambodia conflict 


Chinese influence, drive a wedge between Hanoi and 


Moscow, and set the stage to put the Cambodia ques- 
- tion on the agenda of any future negotiations between 
Washington and Moscow. The joint statement issued 
— after the Asean foreign ministers’ meeting on 11 February 


in Bangkok noted "the current trends in Sino-Soviet 
relations, Soviet-US relations and Sino-US relations," 
and pointed out that Vietnam's Cambodia offensive 
"worked against the trend to reduce international ten- 
sions and underscored "Vietnam's international isola- 
tion." 

Moreover, the Indonesians — concerned that a prolonged 
deadlock in Cambodia will only serve to increase Thai- 
land's dependence on China — appear to have made subtle 
overtures to invite the Soviet Union to play a role in the re- 
gion, if for no other reason than to balance China's influ- 
ence in Cambodia. On 25 February in Jakarta Indonesian 
Foreign Minister Mochtar Kusumaatmadja said that the 
Vietnamese occupation of Cambodia is part and parcel of 
the Soviet strategy in the region, *and for that reason the 
importance of the Soviet Union in any settlement effort in 
Cambodia was clear." 

A diplomat commented: *By making it clear to Moscow 
that they consider the Soviets part of the peace process the 


Indonesians are endorsing Moscow's own view that it is in- 


dispensable to a Cambodian settlement. This is hardly a 
compliment to Peking. " ü 
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triumph over an 
unequal treaty 


By Emily Lau in Hongkong 


he Sino-British joint declaration on the future of 
T Hongkong was by any standards a major diplomatic 

triumph for China. After two years of secret negotia- 
tions, Britain agreed to “restore Hongkong to the People's 
Republic of China with effect from 1 July 1997." The joint 
declaration giving effect to this agreement was signed by 
British Prime Minister Margaret Thatcher and Chinese 
Premier Zhao Ziyang on 19 December 1984 at the Great 
Hall of the People in Peking — witnessed by its chief ar- 
chitect, Deng Xiaoping. 

The historic document stipulates that Hongkong will be- 
come a special administrative region (SAR) with a high de- 
gree of autonomy when China resumes sovereignty in 1997. 
On paper, it provides an adequate blueprint for the future. 
The SAR government, the joint declaration said, "will be 
composed of local inhabitants," thereby fulfilling Peking's 
promise of "gangren zhigang," the Mandarin expression 
meaning Hongkong run by Hongkong people. 

It also listed in detail Peking's 12-point proposal which 
was released during the course of the negotiations, includ- 
ing the administrative steps China would take to ensure 
that Hongkong would continue to function much as it does 
now after the switch in sovereignty. They consist of 
guarantees of human rights, a wide range of freedoms and 
the preservation for 50 years after 1997 of both Hongkong's 
capitalism and its lifestyle. 

Hongkong was acquired by Britain under three unequal 
treaties in the 19th century. The first two, signed in 1842 
and 1860, ceded Hongkong Island, Kowloon Peninsula and 
Stonecutters Island to Britain forever. The Second Conven- 
tion of Peking signed in 1898 leased the New Territories — 
the rural hinterland of Kowloon, plus numerous outlying 
islands — to Britain for 99 years. However, both sides rec- 
ognised early on that the areas ceded in perpetuity would 
be unviable as an entity without the leased areas. So the 
talks throughout centred on the return of the whole terri- 
tory. 

The return of Hongkong to the motherland in 1997 is seen 
by Peking as a significant step towards the reunification of 
China, which has been one of the top priorities of both the 
Chinese Communist Party (CCP) and the Kuomintang, 
which rules the offshore island of Taiwan. The joint 
declaration signifies a departure from the conventional 
thinking on reunification in that while China has agreed to 
geographical and constitutional reunification, Hongkong 
is permitted to maintain a fundamentally different politi- 
cal, ideological and economic system. 

All this is based on the concept of “one country, two sys- 
tems," an idea promulgated after the Third Plenary Session 
of the 11th CCP Central Committee in 1978 which was 
aimed at solving both the Hongkong and Taiwan issues. In 
an article in the Peking weekly Liaowang (Outlook), Deng 
said: “It is the nation's desire to unify the country. If it is 
not reunified in 100 years, it will eventually be reunified in 
1,000 years. How should we go about solving this problem? 
In my opinion, the only way is to put into effect the idea of 
one country, two systems." 

Deng went on: "Our socialist system will not and will 
never be changed. However, without guaranteeing the con- 
tinuity of the capitalist system in Hongkong and Taiwan, 
we will neither be able to maintain stability and prosperity 
in these two places nor to succeed in the peaceful settle- 
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ment of the problem.” And it was in this spirit that Peking 
offered a guarantee for the continuity of the capitalist sys- 
tem and lifestyle in Hongkong for 50 years after 1997. To 
the Chinese leaders, the settlement of the Hongkong prob- 
lem was the starting point for the implementation of one 
country, two systems. 

The real prize for China is, of course, Taiwan. In 1979 the 
National People’s Congress (NPC) standing committee an- 
nounced the principle of peaceful reunification in “a mes- 
sage for Taiwan compatriots.” Then, on the eve of National 
Day 1981, NPC chairman Ye Jianying said that after 
reunification, Taiwan would become an SAR with a high 
degree of autonomy, retaining its own socio-economic sys- 
tem. It would be able to retain its armed forces and Taiwan 
political leaders may take up posts in national political 
bodies and participate in running the state — two conces- 
sions not offered to Hongkong, which was not in a position 
to make such demands. In order to achieve peaceful 
reunification with Taiwan, it is important that the Hong- 
kong experiment should succeed. Otherwise it will ad- 
versely affect any reunification overtures China may make 
to Taiwan in the future. 

As the Chinese leaders put it, in using the one country, 
two systems concept to further reunification, they have 
demonstrated their respect for history and for political re- 
ality. However, they also must present strong ideological 
justification to prevent attack by their political rivals, 
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since no Chinese leader can be seen to be “soft” 
on the issue of reunification, or be accused of 
compromising. 

The basis for the one country, two systems con- 
cept was laid down in Article 31 of the state con- 
stitution promulgated in December 1982: “The 
state may establish special administrative re- 
gions when necessary.” This stipulation, accord- 
ing to an article in the People's Daily on 28 Sep- 
tember 1984, “was worked out in accordance 
with the principle of safeguarding China's sover- 
eignty, unity and territorial integrity. It corres- 
ponds to the specific conditions in the regions 
concerned and to the need to maintain the re- 
gions' prosperity and stability. 

The permission to set up SARs, the party news- 
paper said, reflects a perfect combination of 
principles and flexibility, which is an important legislative 
principle. China is a vast country with a population of 1 bil- 
lion, including 56 nationalities. Economic, political and 
cultural developments are very uneven. Therefore Article 

1 "allows various localities to make appropriate adapta- 
tions of some concrete policies in light of their specific local 
conditions," said the People's Daily 


one China and it should be a unified country. The Peo- 
ple's Republic of China is a socialist state with a unit- 
ary system. It is not a federal country and it exercises sover- 
eignty over the SARs, which are local administrative re- 
gions under the unified central leadership. The newspaper 


I t was also painstakingly pointed out that there 1s only 


also stressed that Article 31 does not contradict the Chinese 


constitution because the setting up of SARs does not affeet 
the nature of the country. In so far as the country adheres to 
the socialist system, the capitalist system can be main- 
tained in certain SARs. 

Although the party regards reunification as one of its 
three major tasks in the 1980s (the other two are the Four 
Modernisations and anti-hegemonism), it is apparent that 
the most pressing issue is economic construction. However, 
no Chinese leader would openly admit that reunification is 
not the top priority. The importance of economic moderni- 
sation was. underlined in Deng's explanation for giving 
Hongkong 50 years of capitalist lifestyle after 1997. "Fifty 
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years is quite a long period. The idea of maintaining the 


system for 50 years is based on the consideration that it will 
take 50 to 60 years for China to fulfil its goal of modernisa- 
tion,” Deng said. The implication is that plans for reunifi- 
cation have to dovetail with the overall strategy for moder- 
nisation. 

The significance of Hongkong's role was further high- 
lighted in the People’s Daily article. “Realistically speak- 
ing,” it said, “Hongkong is an international city with very 


close ties with the international economic system and ex-, 


cellent conditions for functioning as an international com- 
munications, trade and financial centre in the Asia-Pacific 
region. Many conditions resulting from its fine geographi- 
cal position and history cannot for the moment be replaced 
by any other Chinese coastal city. Maintaining Hongkong's 
existing economic and social systems for a long time under 
the idea of ‘one country, two systems’ will assist China in 
carrying out its policy of opening up to the world. " 

However, some China-watchers hotly dispute the claim 
that economic modernisation will cause Peking to modify 
its campaign for reunification. Chalmers Johnson of the 
University of Cali- 
fornia, Berkeley, 
said the 1997 issue 
showed China was 
"prepared topaythe 
price in terms of 
economic setbacks 
so long as it can pre- 
vail in moving to- 
ward its main goal 
[of reunification].” 

Addressing the 
13th Sino-Ameri- 
can Conference on 
Mainland China in 
Taiwan in June 
1984, Johnson said 
Thatcher should 
never have men- 
tioned the subject of 
unequal treaties 
with Deng when she 
visited Peking in 
1982. “But once Thatcher raised the issue, Deng had to move 
at once to seize the high ground before his opponents could 
use it against him.” According to this view, the real issue is 
not unification of the motherland but factional politics in 
Peking, in which conflicting claims of patriotic purity are 
important weapons for both Deng and his opponents. “Assoon 
as Deng and Thatcher started talking about the legality of the 
treaties, all rationality about the future of Hongkong and its 
usefulness to China flew out of the window,” Johnson 
asserted. 

As Johnson pointed out, the issue of reunification has 
been not only been intertwined with Peking factional poli- 
tics, but also with the concepts of Chinese nationalism and 
ethnic pride. Steve Chin of the Hongkong University's 
Centre for Asian Studies said the concepts of reunification 
and a strong China are inextricably tied together. Bound by 
such traditional thinking and heavy cultural pressure, 
many Chinese, whether they are in Hongkong, Taiwan or 
overseas, feel they have no option but to support reunifica- 
tion. Many dare not openly oppose it lest they be branded as 
disloyal. 

Hongkong writer Margaret Ng, who is also a member of 
one of the territory's fledgeling political organisations, the 
Hongkong People's Association, said that in the past, many 
Hongkong people loved China but opposed the communist 
regime. This was possible because they could differentiate 
between the two. But in the past 10 years, as the communist 
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image has been softened, that distinction has become more 
difficult. “It is true that many people in Hongkong support 
reunification," said Ng — but "deep down inside" many of 
them would prefer it not to take place yet, she added. 
Further, not many would openly oppose reunification for 
fear of being blacklisted by China. It is this same mentality 
which has stifled any discussion of whether Hongkong 
should become independent. Many simply accepted that 
independence has never been an option and did not bother 


_ to debate it, she said. 


Some Hongkong people even go to the extent of treating 
reunification as an ethnic and emotional issue which defies 
reasoning. When asked why he supports reunification, toy- 
factory managing director Lau Nai-keung, who is chair- 
man of a political organisation called Meeting Point, said: 
“The Chinese people are in favour of it. Asking Chinese 
people why they support reunification is like asking some- 


one why he gets married, it is an emotional thing in which 


there is simply no explanation." 

It is indeed true that some Chinese are proud of their cul- 
tural heritage and ethnic identity to the extent of being ir- 
rational. It is also true that the Chinese leadership has used 
this to further the goal of reunification. No matter how sus- 
picious one may be of China's intentions regarding the fu- 
ture of Hongkong, the joint declaration does represent a big 
concession by the Chinese leaders. It is unprecedented that 


JAMIE JENKINS 





the world's most populous Marxist-Leninist state, still 
chafing from the territorial, economic and cultural en- 
croachment of Western imperialist nations, should make 
public promises about how part of its sovereign territory 
will be administered. 


the political requirements of Britain and China, as 

well as the interests of the Hongkong people;" While 

some Hongkong people feel their interests have been ig- 
nored, they will not deny that the future of Hongkong has 
been settled in a peaceful manner and has been accepted 
by the Hongkong people, though in some cases with deep 
reservations. The general feeling is that the joint dec- 
laration looks good on paper, but it remains to be seen whe- 


4 s Thatcher put it, the joint declaration "fully meets 


| ther all the terms will be carried out. After the signing, 


there were no large-scale celebrations in Hongkong, but 
there were no demonstrations or protests either. The people 
seemed to be resigned to. fate, with those who can quiet- 
ly making plans to get an escape route should things go 
wrong. 

The Chinese official perceptions of the Hongkong peo- 
ple's reactions were recorded in an article by the Zhongguo 
Xinwenshe (the official newsagency aimed at Overseas 
Chinese) on 29 September 1984. It used words such as “con- 
tentment," "familarity and cordiality," and "pride" to de- 
scribe the Hongkong people's feelings and reactions. The 
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t ihe ae also revealed a certai n 








it said, “China has displayed its resp 





ry small place, its future and its fate have aroused the 
ncern of the international community. As a result, many 
ongkong people feel very proud. In fact, Hongkong people 
a lot more sophisticated — and f pieni than 
ngguo Xinwenshe seems to believe. ; 
lowever, the article did accept that “some people, not 
ny, still feel uneasy . j 
ll sceptical about whether or not the terms of the joint 
laration will really be observed and enforced.” It reas- 
ed them that “time will help remove this uncertainty 
| disturbance." 

lith the signing of the joint declaration, Hongkong has 
ered the transition to 1997. Some people feel Hong- 
s.ultimate guarantee is whether it will continue to 
China's national interests, including the Four Modern- 
ns and eventual reunification with Taiwan. To Pe- 
g, the guarantee rests with the Hongkong people them- 
s. An article in the People’s Daily on 29 September 
-said one of the fundamental guarantees "lies in the ef- 
f the Hongkong compatriots themselves in gradually 
their destiny into their own hands and making their 
0 tributions to Hongkong and the motherland.” 

| ewspaper also admitted that there is more at stake 
na in preted than mere e sentimental attachment 





































i full greci of Mone s favourable condi- 
vee d in the world intend to use Hong- 


es spem for playing a stil greater role in 
pgión' S economy,’ ' said the People’ s Daily. 


3 duds a To take away any spect those "ated 
mean severely undermining confidence and ultimately 
t the delicate infrastructure of the society. 
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ing, for example, that the language used in the joint dec- 
ration was familiar to Hongkong citizens, using terms 
ch as “small houses,” “land leases" and “rent.” In doing - 


ople.” The article also said that thoug Hongkong is a 


. They have misgivings and they 
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^ since he. signing of he ‘Sino. Br itish joint déelara- 


tion last December, more and more people have been won- 


dering openly whether Taiwan might eventually accept a 


| similar arrangement with Peking. Clearly, the Chinese au- 


thorities handled their end of the negotiations with an eye 
to an agreement's possible application to the “Taiwan 
problem.” But just as clearly, most of the optimistic state- 
ments have come from outside Taiwan. . 

However, the feeling here is that the differences be- 


e (KMT) and its army was een ed e 
the mainland, for Taiwan's aging rulers the 2 o 


with its chief spiritual r raison d' etre e, ‘and—a not unimpor- 
tant factor — justifies the continuation of martial law and 
other emergency legislation which helps the KMT maintain 
its solid grip on power kc 
Although most people here now question the ria 5 
the government's talk of “recovering the mainlan 
which official strategists even now argue will result fr 
the collapse of the communist regime and the Chinese mass- 
es’ subsequent invitation to the KMT to govern a restored 
Republic of China — almost everyone rejects the claig by 
the People's Republic of China to represent them. This 
partly reflects widespread anti-communist sentiment, but 
more important is the fear that reunification under any 
name would inevitably threaten Taiwan's prosperity. 
Thirty years of impressive economic growth have brought 
per-capita income here to more than US$3,000, putting 
Taiwan in the front ranks of Asian nations. By comparison, 
Zhina's per-capita income was just US$335 in 1983. And 
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= the gap is likely only to 
grow wider. Even if China 
achieves its goal of quad- 
rupling gross national 
product by the year 2000, 
its economic planners 
hope only to achieve a 
per-capita income of 
US$1,000. By that time, 
Taiwan projects that it 
will have reached 
US$12,000. 

Of course, the key to the 
| Hongkong agreement was 
Peking's promise to allow the territory to maintain its 
existing social and economic system for at least 50 years 
after 1997. For Taipei, Peking has offered an even better 
deal, including the indefinite maintenance of the socio- 
economic status quo, and even the 
right to keep its military intact and in- 
dependent of the centre. The chief con- 
cession demanded is for the KMT to 
lower its own flag and recognise Pe- 
king as the national capital. 

But anyone in Zhongnanhai, the 
centre of government in Peking, who 
expected these offers to be greeted 
with enthusiasm must have been dis- 
appointed. Some people simply think 
the proposals are a trick, and while 
others are willing to admit that the 
current leadership may be sincere, al- 
most everyone points to the radical 
shifts that have characterised Chinese 
communist politics since its earliest 
days and wonders, reasonably enough, 
what could guarantee that today's 
policies will last. By contrast, Taiwan 
has enjoyed stable development and 
gradually increasing political freedoms 
for its people — though many argue 
that the pace of change has been much 
too slow. 

Doubts over the value of the prom- 
ises given have undoubtedly occurred 
to many Hongkong people, but they 
basically had no choice. The 1997 end 
of the lease on the New Territories; the 
dubious nature of the 1842 Treaty of 





Taiwan outpost on Quemoy; Chiang: will it change when he goes? 
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Nanking, a fruit of British im- 
perialism triumphant, which gave 
Britain Hongkong Island and Kow- 

loon in perpetuity, and the simple p 
fact that all China really had to do | 

to force Hongkong into submission 
was to cut off the supply of food — 
and water, all combined to make 
Hongkong's return to Chinese — 
sovereignty inevitable j 


well-equipped, 484,000-strong - 
military to back up its rejection of 
Peking's entreaties. Most military 
analysts say that China's numeri- © 
cal superiority in most categories — 
of equipment and personnel mean 
that a successful invasion is 
theoretically possible, and the 
communist leadership has adam- 
antly refused to rule out the use of — 
force in settling what it regards asa 


‘purely internal affair. But the logistical problems involved - à 


in leaping the 160-km-wide Taiwan Strait would give — 
pause to even the most ardent warrior. More importantly, 
Peking would have to pay a fearsome price both in 


human and economic terms — for an invasion of the island. 


S 


till, prognostication is always a risky business. What 
will happen if China is able to develop in a stable 
fashion over the next 10 or 20 years along the lines ` 
that Deng Xiaoping is laying down — and if the changeover 
in Hongkong's status takes place smoothly and without. 
damage to its prosperity? And, in any event, which direc- — 
tion will Taiwan go when President Chiang Ching-kuo, | 
now 74 and not in the best of health, passes from the 
scene? : 
Some people have said that the passing of the older 
generation of KMT leaders, those with a personal history - 
of bitter rivalry and defeat at the hands of the com- ~ 
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munists, may bring to power a more pragmatic leadership 
which might be willing to negotiate some form of union. 
But the generation of rising figures now in their 40s and 
90s, whether native Taiwanese or mainlander, have 
known Taiwan as their home for all or most of their lives. 
Many of them view the whole question of reunification 
with considerably less urgency than their elders and are 
thus likely to shelve any idea of reunification while they 






7 





y RSie 33 eer Sele : F T = ELO Cu É y "POT s nw wea * ; 
| get. n w ‘ith the business of govern Taiwan itself. 
Ifthe process of gradual democratisation in Taiwan con- 
tinues — in other words, if the people are to have the final 
say in determining whether, and under what conditions, to 
consider union with the mainland, the prospect becomes 
still more remote. When opposition legislator Fei Hsi-ping, 
an elderly mainlander, proposed late last year that Taiwan 
and the mainland should unite in a “Chinese confedera- 
tion,” the only audible support for the idea came froma few 
Overseas Chinese voices. In Taiwan the suggestion was 
roundly criticised not only by the KMT but by most other 
opposition figures. Reunification is an idea with scant mar- 
ket appeal this side of the Taiwan Strait. g 
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Grassroots peace moves 





By'Mary Lee in Fuzhou 


n a clear day, standing at the de- 
O sered beach below Bai She 
(White Stone) fortress, one can see 
Quemoy (or Jinmen in Madarin). 
Through binoculars, one can even see 
three Taiwan flags fluttering on Lit- 
tle Quemoy. 

Bai She is a military installation 
but hardly looks like one. The only 
clue is a sign on the approach road 
which says it is off limits to foreign- 
ers. It is hard to imagine, in that 
peaceful area, that the 3-km stretch 
of water over which (mainland) 
Cinese fishing boats pass peacefully 
represents a political gulf which was 
once the Scene of fierce artillery duels. 

Standing at Bai She, one can al- 
most feel the mainland’s longing for 
reunification with Taiwan — which 
has control of the Quemoy islands. 
Such longing is unabashed and open 
in Fujian province, on the coast oppo- 
site the Kuomintang (KMT)-control- 
led island. 

In Fuzhou, the provincial capital, 
billboards declare: “Kith and kin 
long for the reunification of ‘the 
motherland.” As they step off the 
Xiamen ferry on Gulangyu is- 
land to the southwest, visitors 
are greeted by a huge billboard 
depicting two young women ina 
sisterly embrace — one from 
Taiwan and one from the main- 
land, the former in more fash- 
ionable clothes. 

In Huian prefecture, 
Zhongwu county, on the road 
south to Xiamen from the old 
and picturesque port of Quan- 
zhou, there is a “Taiwan com- 
patriots’ reception centre.” The 
Huian reception centre is one of 
four along the coast. It is part of 
an increasingly organised effort 
by the Chinese authorities to 
promote reunification of rela- 
tives separated by three decades 
of political hostility across the 
Taiwan straits. 

There are about 40 rooms, 
simply furnished but comforta- 
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where enemies are closest 


ble and clean compared with living 
conditions in the surrounding village. 
A lounge on the second floor has a 
poster of Ye Jianying's 1981 nine- 
point offer to Taiwan, promising au- 
tonomy as a special administrative 
region. 

It is hard to tell if that centre is ever 
üsed by visitors from Taiwan. There 
were no guests there during this cor- 
respondent's visit, and there was a 
general air of forlorness about the 
place, with dust gathering on the 
glass cabinets displaying consumer 
goods in the lobby. But the centre's 
officials said that in the year since it 
opened, "several hundred" visitors 
from Taiwan have stayed there, most 
for three or four days. 


ujian province has a "three com- 

munications policy" (through 
mail, trade and transport) to lay the 
groundwork for eventual reunifica- 
tion. Officials admit that the direct 
mail service "does not work very 
well" and, as with trade and other 
contacts, correspondence between 
relatives on both sides goes through 
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Hongkong. Direct barter trade, car- 
ried out by Taiwan fishing vessels, 
however, amounted to Rmb 10 mil- 
lion (US$3.53 million) between 
January and November 1984. 

The officials were unable to supply 
much information about the visitors 
they have had. “We don’t interfere 
when they come by asking too many 
questions,” one said. This centre, like 
the others, apparently sprang from 
the regularity with which Taiwan 
fishing boats visited the Fujian coast, 
to make repairs and to seek medical 
attention for sick fishermen. 

Some 1,000 fishing boats, officials 
said, visited the four reception areas 
last year. No attempts are made to try 
to persuade such visitors to defect, 
though those who want to remain will 
get financial aid from the state if they 
are unable to find housing or jobs. 
The objective, rather, is to show 
brotherly care and friendship and 
sow longing for reunification on a 
personal, even sentimental, level. 

In Peking, all talk of “reunification” 
stems from the mouths of the leader- 
ship: Deng Xiaoping tells visitors that 
Taiwan will enjoy even more favoura- 
ble terms than Hongkong. Premier 
Zhao Ziyang and party General Sec- 
retary Hu Yaobang say the same. Such 
sweeping political pronouncements, 
given the ideological chasm and bitter 
history between the Chinese com- 
munists and the KMT, sound like 
an impossible dream. 

But when Fujian officials rat- 
tle off figures — 80% of Taiwan's 
population are of Fujianese ori- 
gin, 400,000 Fujianese are sup- 
posed to be relatives of people on 
Taiwan who fled after the com- 
munist victory in 1949 and 8,000 
people from the island have set- 
tled here since Liberation — 
their hopes for reunification 
seem both sensible and socially 
desirable. 

Besides, the Fujianese are 
open, smiling and generally far 
more genial than their comrades 
in Peking, so one is inclined to 
sympathise with claims such as 
that from Vice-Governor Zhang 
Yi: “Our ever-increasing con- 
tacts with Taiwan compatriots 
cannot be hampered by any 
man-made barriers.” 
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Bank Negara HQ; Aziz: ‘the objectives of government must finally prevail.’ 


Malaysia’s central bank governor pays the price for independence 


Daim passes the reins 


By James Clad in Kuala Lumpur 


un Ismail Ali, who served as the 
T governor of Malaysia’s Bank 
Negara (the central bank) from 
1962-80, was once asked how indepen- 
dent his young institution was of the 
Bovernment. He chose his words care- 
fully. The working relationship, he 
said, was "independent within the 
government but not of the government. 
After all," he said, “the objectives of 
government must finally prevail." 

Ismail’s successor, Tan Sri Aziz 
Taha, has come to grief over this all- 
important caveat. He leaves Bank Neg- 
ara on 1 June, nearly 14 months before 
his second term expires and after only 
four-and-a-half years in the job. Quiet, 
aloof and rigid, but lacking the politi- 
cal clout and personal esteem of his 
predecessor, Aziz stood on his super- 
visory prerogatives and monetary or- 
thodoxy and paid the price. By con- 
trast, Ismail, who was imperious and 
irascible, as well as aloof, retained in- 
fluence and now runs the country's 
flagship investment corporation for 
bumiputras (indigenous people, mainly 
Malay), Permodalan Nasional Bhd 
(PNB). Aziz was popular with foreign 
bankers, especially compared with Is- 
mail, and was the central bankers' idea 
of a central banker. 

Either "within" or *of" the govern- 
ment, the 26-year-old central bank 
now looks decidedly less independent, 
with the departure of its third govern- 
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or. Aziz' 22 February letter of resig- 
nation came to light in early March 
(REVIEW, 14 Mar.); stripped of its polite 
words it shows that he has paid the 


price for running foul of his political | 


and fiscal masters. 

The most recent rebuff to his pre- 
stige came when Finance Minister 
Daim Zainuddin quietly eliminated a 
key Bank Negara function. Late last 
year, Daim decided to remove Aziz 
from the Capital Issues Committee 
(CIC) chairmanship, replacing him 
with Tan Sri Thong Yaw Hong, secre- 
tary-general of the Treasury. (The CIC 
is Malaysia's securities-industry con- 


trol agency and is a key factor in the 


process of raising the bumiputra stake 
in the quoted corporate sector.) The 
CIC secretariat is shifting premises to 
Daim's offices, a humiliating reversal 
after the committee's 17 years under 
Bank Negara control. 

For Aziz, this was the final straw ina 
succession of reverses. In his statement 
on 6 March, he alluded to "trving to 
give [to Prime Minister Datuk Seri 
Mahathir Mohamad and to Daim] the 
best professional and sincere advice. If 
I may have been blunt at times, I seek 


their understanding." He did not refer | 


publicly to disagreements with the 
government about his bank-credit and 
supervisory policies — especially with 
Daim, a close Mahathir associate who 
became finance minister in July 1984. 











| 


The Bank Bumiputra Malavsia Bhd 
(BBMB) Hongkong loan scandal. 
which saw the bank's subsidiarv in the 


territory left with about M$1 billion 


(US$384.6 million) in bad debts. also 
haunted his incumbency, even though 


| he has said the central bank only came 


to know of the affair during an inspec- 
tion of books of the subsidiary, 
Bumiputra Malaysia Finance (BMF), 
in 1982. Political considerations have 
obtruded into his handling of the af- 
fair; for example, in a recent "confi- 


| dential brief" outlining alleged mal- 


practices by BMF staff (REVIEW, 17 
Jan.), former BBMB chairman Nawa- 
wi Mat Awin is described as having 
ignored Aziz’ suggestion to recall a 
senior BMF officer 


ziz had better relations with 
Daim's predecessor, Tunku Raza- 


leigh Hamzah, finance minister 
from 1976-84. Shertly before he was 
moved to the trade and industry 
portfolio, Razaleigh said "there has 
never been any occasion when the gov- 
ernment is talking at cross-purposes 
with the central bank." By contrast, 
even before Daim joined the cabinet. 
he and Aziz had sparred over one of 
Bank Negara's principal functions 
that of banking-industry watchdog. 
The row over Sen. Y. L. Lee's resigna- 
tion from the Development and Com- 
mercial Bank (Review, 30 Aug. '84) 
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Bank Negara is an example. 
= Aziz’ blessing of some CIC inter- 
. ventions in corporate exercises also 
— caused dismay in a circle of bumiputra 
businessmen that included Daim as 
— well as Datuk Aszam Hashim (Arab- 
= Malaysia Merchant Bank chairman) 
and Tan Sri Ibrahim Mohamad 
(Promet Bhd chairman). The present 
finance minister has extensive corpo- 
rate interests, now placed in the hands 
of a family company (REVIEW, 26 July 
'84). 

After Daim became finance minis- 
ter, the battle lines became more obvi- 
ous. Most differences centred on Bank 
Negara's restrictive monetary policy 
and Daim’s expansionary fiscal 

policies. Daim wanted more bank 
credit given for share acquisition. Aziz 
did not. Daim wanted 
the management of 
some banks retained. 
Aziz did not, in some 
cases ordering Bank 

_ Negara audits, which 

— were seen as punitive by 

- those affected. 

= The government typi- 
— cally has put the best 

—— face on the resignation. 
— "The prime minister has 
— — remained silent; his dif- 
_ ferences with Aziz at the 
— — most have been indirect, 
— via Daim. The finance 

— minister himself gently 
~ described Aziz’ decision 
— assimply a desire "to re- 
_ turn to private practice" 
= as a chartered account- 
= ant. “As a professional 
myself, I respect his 
- wishes,” Daim (a law- 
— . yer) said. 

Aziz has worked for 
Bank Negara for 16 
years, including three- 
and-a-half as Ismail's 
deputy. Before joining 
the central bank he was 
a financial executive at 
— Mobil Oil Although 
Bank Negara techni- 
cally operates under the finance minis- 
ter's supervision, during Ismail's long 
term it acquired a reputation for consi- 
derable independence. Aziz sought to 
continue this in an era of economic re- 
verses, beginning with the onset of the 
global recession in 1981-83 and was at 
an additional disadvantage in not hav- 
ing Ismail’s entrée with the current 


Malaysian leadership. 
: tributed to the governor's prickly 
sense of slight — as when, for 
V example, Aziz threatened lawsuits 
after a banker in February 1984 wrote 
| an anonymous article attacking some 
| of the bank's policies. The article ap- 
peared in a publication owned by the 
New Straits Times, in which Daim has 

a substantial interest. 
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Mahathir: Daim: brave face. 
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straight from the private sector into 
one of the country’s top economic posi- 
tions. Jaafar heads Malaysia's second- 
largest bank, with assets as of 30 June 
1984 of M$18.07 billion (US$7 billion). 
Daim's remarks on 6 March welcoming 
Jaafar reveal the finance minister's ex- 
pectations of the central bank: Jaafar 
faces “major tasks” to improve the fi- 
nancial system “to mobilise more sav- 
ings and expand economic and finan- 
cial development,” Daim said. 

The new man does not have a reputa- 
tion as a compliant person. He has 
turned down other government offers 
in the past, including a chance to be- 
come chairman of BBMB, the country’s 
largest but problem- 
2X [* plagued commercial 
MEN bank, and like Aziz he 
has set views about less- 
than-wise use of bank 
credit during recent 
years. Besides presiding 
over Maybank, Jaafar 
has sat on the boards of 
PNB and Malaysian In- 
dustrial Development 
Finance and has helped 
supervise large invest- 


ment funds control- 
led by the Muslim 
Pilgrims Board and 


by armed forces per- 
sonnel, 

Generally, the finan- 
cial community expects 
some easing of the tight- 
money policies espoused 
by Aziz, though equal or 
even greater supervis- 
ory rigour could be 
applied by Jaafar to the 
commercial banks. 
Areas of particular con- 
cern to Jaafar will prob- 
ably come down to those 
that preoccupied Aziz: 
credit priorities, deficit 
financing, bank profes- 
sionalism and liquidity. 
On the issue of investment priorities, 
Aziz’ successor shares the same con- 
cern, Jaafar has spoken out in the past 
about the direction of commercial 
credit in Malaysia. He has focused on 
what he sees as neglected sectors such 
as agricultural and small business fi- 
nance. As chairman of Malaysia’s As- 
sociation of Banks, he has also argued 
strongly for increasing banking ser- 
vices: some ideas, such as branching 
into factoring services and provid- 
ing more money market information 
to customers, have been introduc- 
ed at Maybank in the three years 
since he became chairman in De- 
cember 1981. 

This dimension of Bank Negara's 
supervisory functions will be tested in 
coming months. It is an open secret 
that many commercial banks, and not 
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market slump — especially smaller in- 


stitutions in which 50% or more of 
total loan portfolios are hostage to 
commercial office buildings in Kuala 
Lumpur and in some secondary 
centres, 

A related concern lies in the number 
of banks holding share scrip as collat- 
eral to corporate-acquisition finance; 
overall the share market last year de- 
clined 20?5 as measured by the Kuala 
Lumpur Stock Exchange's own valua- 
tion index. Many property counters 
slipped even more. Some bumiputra 
share buyers who used bank finance 
for their acquisitions now find them- 
selves unable to sell their shares at 
rates of return sufficient to allow the 
loans to be repaid — a matter of in- 





BUDGETS 


Privately 
inclined 


Singapore puts the emphasis 
on business involvement 
in economic growth 





By V. G. Kulkarni in Singapore 


peas businessmen heaved a 
sigh of relief when Finance Minis- 
ter Tony Tan unveiled a mildly expan- 
sionary budget for fiscal 1985 (begin- 
ning on 1 April). In view of the 
downturn in business activity since 
late 1984 — with the much-publicised 
retrenchment of factory workers and 
rising bankruptcies — the widely anti- 
cipated tax relief for business at least 
made the position no worse. 

But the average Singaporean got lit- 
tle joy out of the budget except the 
hope that he may be able to hang on to 
his job in a depressed economy. Al- 
though aiding the poorest 15-20% of 
the population is a major plank of the 
new cabinet's policies, Tan did not 
even mention it during his budget 
speech. 

The government estimates that the 
real growth in the gross domestic 
product in calendar 1985 will be 
5-7% — though many independent 
analysts expect a 5% rise — against 
8.2% in 1984. With only a marginal rise 
in government revenue in the coming 
fiscal year, Tan's means of achieving 
his economic-growth target was to in- 
crease public development expendi- 
ture by a third, leaving a deficit of 
S$4.47 billion (US$1.9 billion), up 
from $$3.92 billion in the current year. 
The deficit is to be financed by an un- 
specified drawing from the official 
Development Fund and also by re- 
course to some public debt. 

As a result of tax changes affecting 
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non-performing loans may no longer 
be shown as income in annual ac- 
counts. Some banks, such as Bank 
Buruh (REVIEW, 21 Feb.) have been re- 
quired to hold back further loans to 
non-performing debtors or even limit 
absolute amounts advanced to bor- 
rowers. 


n liquidity, Aziz' policy was to 
O bring down the growth of M1 

money supply. This came down 
to. 5.2*5 in the first 11 months of 1984, 
compared to 11% growth in 1983. On 
an annualised basis, money supply has 
been declining since November at a 


revenue and increased e diture, 
the public debt for fiscal 1985 will be 
S$2.14 billion, up 15.4%. Tan left un- 
changed a 10% rebate in personal in- 
come tax he granted last year, and 
added relief for educational expenses 
up to S$2,000. Home-owners were dis- 
appointed: though values have fallen 
more than 25% since last year, no relief 
in property assessments was forthcom- 
ing. Among the 
major conces- 
sion offered this 
year were: 

» Suspension of 
the 2% payroll 
tax and reduc- 
tion in the Skills 
Development 
Fund (SDF) — a 
levy to upgrade 


Recurrent spending 
General services 





Defence and justice 


Economic services 






3 Public debt 
labour skills — Pensions 
from 4% to 295. A Other 





tax on business 
telephones and 
trunk calls was 









also removed. 

These measures General income 

will save business Direct taxes 

an estimated Indirect taxes and taxes on 
S$230 million. outlay 


» Concessional 
tax rates avail- 
able on income 
from the Asian 
Currency Units 
of banks were to 
be widened to a 
host of offshore 


goods and services 


property 
Other 







activities ; and ource: Singapore Government. 
stamp duties on 
these suspended, 


to stimulate the Asiadollar market. 
» The Singapore port will reduce 
berthing charges by up to 25% in a 
move to attract more ships to call here. 
» Government-built industrial estates 
will freeze rents at present levels. 

» Tan said no increase in the current 
level of contributions to the mandatory 
Central Provident Fund (CPF, the na- 
tional retirement scheme) was ex- 
pected)! 294 
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(S$ million) 


Social and community services 


Development spending 10,472.5 


Reimbursement and sales of 


Income from investments and 






Development Fund income 
Borrowing and Development Fund 
drawdown to meet deficit 
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i funds out of demand deposits 
into term and fixed securities. Late last 
year, however, Daim overcame Bank 
Negara reservations against releasing 
further funds for share-acquisition 
purposes — a move diametrically at 
odds with Aziz’ aims to direct credit 
towards “productive investment.” 
Jaafar will face similar pressures to 
keep the share market buoyant, even 
though easier credit could lift inflation 
rates at a time when the Malaysian dol- 
lar, slowly depreciating against the US 
dollar, is already making for dearer 
‘imports. 

In a recent book on Bank Negara's 
first 25 years, Ismail said he could not 
remember "any occasion when there 
were diametrically opposed views on 
matters of policy. I was very fortunate. 
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Tan: no help to the poor. 


» Entertainment 
tax was reduced to 
10% from 25-35% 
and price controls 
on cinema tickets 
were removed. 
» The government 
will review the 70% 
development charge 
levied on property 
where value is enhanced because of re- 
zoning or increase in plot ratio. 
Motorists and commuters alike came 
in for higher charges with a 15% rise in 
road tax and 20% increase in duty on 
petrol. Taxi fares will rise by more 
than 40%. The tax changes are expect- 
ed to result in a marginal 1.2% growth 
T revenue amounting to S$10.6 bil- 
ion. 713 
On the expenditure side, total gov- 
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: IT mended, as far as T 
| remember, was accepted. It is re- — 
markable." 
No matter who followed Ismail, itis — 
difficult to see how those amicable 
days could have continued given the 
external economic environment. The 
same circumstances could apply to ~ 
Aziz’ successor. Combine Daim's pen- — 
chant for stimulating the economy 
with Jaafar's independent views On — 
credit and other issues, and it is hard fo 
see how the new governor's reign wil i 
be as trouble-free as Ismail's. But 
meanwhile, Bank Negara's infl "nee 
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— as seen in the abrupt transfer of he 


CIC — has waned and it is a moot poini 
whether either the times or the politi- 

cians will again allow the institution 
the unchallenged role it once hel 
under Ismail. 


ernment spending is estimated to be ~ 
S$18.83 billion, about S$2.35 billion or 
14% higher than in fiscal 1984, when 
the rise was 13%. The growth rate in ~ 
expenditure since last year is stil)” 
lower than the 24% average annual - 
rate recorded in the five fiscal years to 
1983, because of the completion of 
major development projects in the 
early part of this decade. Development - 
outlay at S$10.47 billion outstrips re- 
current expenditure at S$8.36 billion, — 
and is 33% above last fiscal year's re- 
vised figure of S$7.9 billion. The bulk "v 
of the development outlay, comprising — 
55.6% of the budget, goes into major 
infrastructure projects. a 
The largest portion of the outlay will ` 
go to the Ministry of National Deve- 
lopment. It will spend S$5.9 billion or — 
17.8% more than in the previous year, —— 
which includes S$5 billion going to ~ 
public housing. The Ministry of Com- 
munications will receive S$1.17 bil- — 
lion, an increase of 17%, to finance the 
Mass Rapid Transit system and expan- 
sion of Changi Airport. T, 


O ther big spenders include the De- 
fence Ministry (up 6.5% to S$2.4bil- — 
lion); Home Affairs (up 12.7% toS$458 
million — earmarked for more neigh- — — 
bourhood police posts); Education (up 
marginally by 3.3% to S$1.94 billion) — 
and the Labour Ministry (up 143.7% to 
S$79.2 million, largely to build new 
premises for the ministry and the Na- ~ 
tional Productivity Board). Despite 1 
complaints by many People's Action 
Party (the ruling party) MPs that gov- 

ernment assistance to the poor is no- 

thing to crow about, the allocation to | 
the newly created Ministry of Commu- 
nity Development — incorporating so- | 










is actually 
being cut by 1.5% to S$83.8 million. 
The government's projection of a | 
5-7% growth rate in 1985 obviously as- 
sumed that some fillip ought be given to 
the business community. In his budget 
speech, Tan acknowledged complaints 
from businessmen that the cost of 
doing business in Singapore had gone 
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agement of the services sector, 
‘ticularly finance and business ser- 
es and technical services and 
ism. The enhanced tax concessions 
en to the banking sector and the re- 
uction of taxes on entertainment was 
m as a much-needed boost to the 
ourist industry. i 

The rate of growth in public expen- 
diture in the 1980s has outpaced GDP 
ywth in nominal terms. The share of 
blic expenditure as a part of GDP 
illrise from 42% in 1983 to 45% this 
ar. For the past two decades, the 
ernment has taken the lead in 
rting the course and pace of econo- 
growth, giving it a place in most 
eres of activity. The result has been 
ction in the role of the private 
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ynomists and businessmen alike 
elong complained that the gov- 
ient's domineering presence in the 
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1omy has stunted individual pri- 
enterprise. While there was ample 
eason for the government to venture 
ito large-scale public housing in the 
initial years of independence to reduce 
shortages, and to take over the ship- 
vards left behind by the departing Bri- 
tish navy in the late 1960s, it has since 
encroached into many other realms 
which elsewhere would be the preserve 
of private industry. Now that the 
infrastructure is in place and there is 
little room to prime the economy in the 
traditional sectors (and overall growth 
yates are on a natural decline after two 
decades of fast growth), the authorities 
have belatedly realised that they 
should rein in their horses. TN. 

Tan told parliament: “In the 1980s 
he engine of economic development 
should be the private sector and not the 





ure for Singapore lay in the en- - 


government. The private sector must 
be encouraged to set the pace in lead- |. 







































“in, The government wi Sl. 
shares in firms where it does not holda 

majority stake or where itisnotessen-. | % 
tial for the state to retain control. Even | 
where the government retained cone | 


 money-spinning enterprises such as 


| policy of divestiture was enthusiastic. 
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trol, it would seek publie participation 


and some unlisted state firms could be à 


floated on the Stock Exchange of 
Singapore, Tan said. 2 

A high-level committee headed by 
Lee Hsien Loong, a junior minister of 


trade and industry and the son of | 


Prime Minister Lee Kuan Yew, is to be 







espite a 


al Sricharatchanya. 






appointed to chart the course of the | tryg 


economy into the 1990s. Representa- 
tives of the private sector will be in- 


cluded in the committee. On the face of |. 
it, it seems the government wants the 
growth in the economy to come from. 


the private sector, at 
is diminished root 
athe 
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in, state organs. Whilethere will be few 
takers for government property and 
shipping companies, there is interest in 


Singapore Airlines and the Telecom- 
munications Authority of Singapore. 
The initial business reaction to the 


The property barons who were expect- 
ing lower property assessments were 
disappointed and stockmarket players 


also saw little for their sector in Tan's 
. budget proposals. One point in the 


budget which cheered entrepreneurs 
was the government's willingness to be 


| less stringent in allowing the import of | 
foreign labour — mainly in construc- | 
tion, shipyards and hotels. Tan also | 


hinted that wage rises will have to be 


| linked to productivity increases in fu- 


ture, thus giving a clear indication that 


are a thing of the past. — 











rnment-engineered double-digit | 










demand picks up and the supply-de 
mand situation reaches equilibrium in 
five years. kc 

Designed to substitute imports, the 
Thai project will basically supply the 


.rapidly -growing domestic market. 


Thailand's present 3-4 kg per capita 
consumption of plastic products ranks 
among the lowest in the region — com- 
pared to about 20 kg in Taiwan and 
South Korea or 30 kg in Japan and the 
United States. Aside from. the per- 
ceived desire by Thai planners to at- 
tain self-sufficiency in light of future 
demand growth, the project's position 
is further.strengthened by the avail- 
ability of local natural gas which will 
be used as feedstock. .— > A 
According to the Lurgi-Trichem 
study, combined local consumption of 
high- and low-density polyethylene 
(HDPE and LDPE) more than doubled 
during 1980-83 to 104,245 tonnes. De- 
mand for polypropylene (PP) and vinyl 
chloride monomer/polyvinyl chloride 
(VCM/PVC), also roughly doubled dur- 
ing the same period to 62,000 tonnes 
and 58,000 tonnes, respectively. These 
figures are based on import statistics 
adjusted to actual utilisation. 

With the exception of LDPE, which 
is produced locally from imported 
ethylene, all other products — mostly 
in the form of plastic resin — are im- 
ported from a variety of sources in the 
US, Europe and Asia. 


The Thai project's commercial via- 
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60 countries, is a world leader in 
international money managen nent 
and currency dealing. 
Investment Advisers to the 
Funds, Standard Chartered Bank 
lreasury Division have 20 
dealing centres throughout 
the ea and ai are in. 





CURRENCY FUNDS 
An opportunity to com- 
-> bine high growth potential 
-with maximum security - 
and the flexibility of realising 
your holdings at short notice. 













A choice of investment 
in any of five currencies: 
Sterling, US Dollars, 
Deutschemarks, Swiss Francs 
or Yen with no initial charges. 


MANAGED FUNDS m 
The two Managed Funds designated in Sterling and | 
E US Dollars are designed for the investor who does | 


not have the time or experience to manage a currency 
portfolio. 


























If you would like to find out more, fill in and 
return the coupon and we'll send you a Fand Pros- 
pectus, and other information on banking services 
^ inthe Channel Islands, or contact your local branch 
_ of the Standard Charte -red Group. 


This: advertisement, whichis placed on behalf of 
Standard Chartered Fund Managers {C.L} Limited 

Standard Chartered Bank; one of Britain's by Standard Chartered Bank does not consti tute , 
leading banks, with more than 2000 branches inover  anofferorinvitation to invest in the Fund. 


The objective is to inaximise. growth by balancing 
interest rates against rates s of exchange. | 





Interest earned is ac cumulat 
of share and no dividends will’ 
reflected in the capital value of e Sed 






































To: The Chartered Bank, Marketing Dept., |. FEER60 
4-4a Des Voeux Road Central, Hong Kong. 


Please send me a copy of the Fund's Prospectus and Application Form. | understand that investment may only be 
 madeon the basis of the terms set out in those documents. 
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be undertaken by the National Pet- 
rochemical Corp. (NPC), a public-pri- 
vate joint-venture company estab- 
lished in February 1984. 

Symbolic of the government com- 
mitment to the project, the Petroleum 
Authority of Thailand (the national oil 
company) holds 49% in NPC. With an- 
other 2% held by the Crown Property 
Bureau (a royal agency), the govern- 
ment in effect commands a slim major- 
ity to influence vital policies. Apart 
from the IFC's 9% equity, the remain- 
ing shares are distributed among the 
four private companies which will 
also, separately, undertake the four 
targeted downstream projects. 

In the downstream sector, Thai Pet- 
rochemical Industry Co., the industry 
pioneer now producing 65,000 tonnes 
of LDPE annually, is targeted to add 
another 60,000 capacity for HDPE and 
linear low-density polyethylene 
(LLDPE) combined. 

Other downstream promoters in- 
clude Thai Polyethylene Co., a sub- 
sidiary of the Siam Cement group (the 
largest Thai construction-materials 
conglomerate), which will produce 
137.500 tonnes of HDPE/LLDPE (for 
different end usage); Thai Plastics and 
Chemicals Co. (140,000 tonnes of 


of producing 315,000 || 
tonnes of ethylene plus 105,000 tonnes 
- of propylene annually. This sector will 
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Thai gas drilling: raw material for new plants. 





VCM/PVC), and the Metro Group 
(100,000 tonnes of PP) A planned 
ethylene glycol project has been drop- 
ped from the list. 


he figures represent projected peak 

production in 1992, three years after 
the complex is scheduled to come on 
stream and when all plants are expect- 
ed to run at full capacity. An integral 
part of the Eastern Seaboard indus- 
trial-development programme — the 


SHIFTING GEARS 


A showcase Indian car venture may not be able to 
increase local content without jeopardising quality 


By Mohan Ram in New Delhi 
po showcase Maruti car project, 

with Suzuki of Japan's technical and 
financial collaboration, has reached a 
crossroads. It was launched to give 
India a fuel-efficient, low-priced small 
car in large numbers to meet pent-up 
demand. Competition from the Maruti 
venture was expected to galvanise the 
obsolete and stagnant domestic indus- 
try into modernisation and efficiency. 
But it is barely a year since the 
“Maruti-Suzuki” cars began rolling 
off the assembly lines, and doubts have 
already been raised about achieving 
the level of indigenisation agreed upon 
by the combine without compromising 
on quality. Suzuki believes the quality 
of Indian components made for use in 
the Maruti car are not up to Suzuki's 
standards. 

India decided in late 1980 to set up a 
public sector mass-production unit 
with modern technology from abroad 
to make small cars; the people's car, as 
it was called. There was a spate of col- 
laboration offers from Europe 
(Peugeot, Renault and British Ley- 
land) and from Japan (Nissan, Mit- 
subishi, Daihatsu, Fuji and Suzuki). A 
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Premier Padmini: gas-guzzler. 


tie-up with a Japanese firm was pre- 
ferred because it was thought the 
transfer of Japanese work culture to 
the Indian car industry would even- 
tually be beneficial and Suzuki was 
chosen. The car to be manufactured 
was to be based on the state-of-the-art 
technology, a car of contemporary 
Japan. 

The Maruti 800 (as the Maruti-Suzuki 
car is also known), at 796 c.c., has a 


fuel-efficiency rating of 25.95 km/l. 


By Indian standards, this is fantastic: 
the two cars India had been making 
were gas-guzzlers. The Premier Pad- 






| oup to US$700 
^| million — will be 
located near the 
gas-separation 
plant on the coast 
southeast of 
Bangkok. 

Despite some 
initial delay — 
the project was 
originally sche- 
duled to be opera- 
tional in late 1987 
or early 1988 — it 
is apparent that 
much  prepara- 
tory work is in 
progress. Some 64 
foreign and local 
contractors have 
participated . in 
the pre-qualifica- 
tion for bidding now under way. Bid- 
ding is scheduled for August, with con- 
struction of the upstream unit — the 
olefins plant plus utilities and other 
facilities — tentatively planned to 
begin by the end of this year. If all goes 
as planned, the upstream and all 
downstream plants would be ready for 
test runs by mid-1988. 

Unlike the proposed fertiliser com- 
plex (REVIEW, 6 Oct. '83), another im- 
portant component of the Eastern Sea- 


mini's fuel efficiency was 12 km/l, and 
the Ambassador's just 10 km/l. The 
Maruti 800 (at Rs 47,500 [US$3,345]) 
was more than 40% cheaper than 
either of the other cars. The two pri- 
vate Indian manufacturers had to- 
gether an installed production capa- 
city of 30,000, but 
in the year to 
March 1984, they 
made only 23,500 
cars. They sold to 
a captive market, 
because imports 
were not permit- 
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Maruti 
project set a ca- 
pacity goal of 
100,000 cars and 
40,000 light com- 
mercial vehicles 
(LCVs) by 1990. When registration 
opened for the Maruti vehicles, more 
than 121,000 paid the deposits for cars 
and another 14,000 for the LCVs. It 
will take three years to clear the 
backlog as production (beginning with 
16,000 vehicles during April 1984— 
March 1985) picks up gradually. 


he indigenisation plan has gone 
according to schedule so far. The 
proportion of Indian components at 
the end of the first year's production 
was 24%. During 1985-86, this is to go 
up to 45% and is to reach 95% by 1988- 
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to NPC president Sip- 





-the four down 





‘entirely. undertaken by the private in- 
 vestors, fin ncing is less of a problem.) 
The IFC's equity participation 





89. (The. first year's production was 
snapped up because the cars were ef- 
fectively Suzuki-made and Maruti-as- 
 sembled.) | 


The Suzuki experts now have found - d 


that Indian component vendors are un- 


.able to supply components of good. 


quality which, under the collaboration 
agreement, have to be sourced locally. 
In some cases, Indian manufacturers 


are. not able to supply them in large | 


enough quantities. In Japan, Suzuki 
buys 80% of the components for its 
cars and in-plant production is only 
20%. 


Suzuki experts are now saying that 1 | 


Maruti is not ready for the phased indi- 
genisation programme, and the quality 
of Maruti cars will suffer if the com- 
pany presists in following the agreed 
schedule. 


What has surprised many industry 


observers is that the Suzuki experts 
made the discovery so late. They were 
expected to have surveyed India’s 
 component-manufacturing capacity 
before agreeing to the indigenisation 
schedule. The late-stage disagreement 
has given rise to doubts about Suzuki's 
intentions. It is thought it may want to 
bring Japanese component-makers 
into the project by claiming that the 
Indian industry is too obsolete to pro- 

duce parts t to. match the highly sophis- 
. ticated-ma i 
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" ieia] needs to be met by supplier 
credits and. ‘syndicated loans... (Since 
stream projects will be | 










adequate. export markets 
of difficult years in the. 
There was heavy loss f 
plant as well as other rekl 
panies during the first year: 
tions. 
Officially, NPC executives 
tained that. there would not 
undue protection except in the« 
foreign. dumping. They s 
and various other derive 
would not be priced higher i 
prevailing market prices. The 
atpresentcarry a 40% impor 
plastic resins) and a 10% 
ethylene). | 
in private, a senior (PC offic 
ceded that the company would 
request the government to 
the present tariff structure, 
Parent: of gradually 
tar iffs i in the eer run. 
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announces : the formation of 







| China International Non-Ferrous M letals Leasing Co 


A joints venture leasing company Based; jim Beijing 
to wees capital equipment 


for the 


Non-Ferrous Metal industry 








from the United States, France, Japan and other countries 
to China 
in Association with 


China National Non-Ferrous Metals Industry Corporation 
: Bank of China Trust and Consultancy Company 
Banque Nationale de Paris 
Industrial and Commercial Bank of China 









Brand-name help manufacturers want the EEC 
slation against counterfeiters 


to tighten leg 


By Shada Islam in Brussels 


E uropean trade-mark holders are 
stepping up pressure for stronger 
national and European Economic 
Community laws to fight counterfeit- 
ing. They say that such legislation is 
necessary both to protect unsuspect- 
ing consumers who are cheated by 
producers of fakes and to prevent 
loss of sales for producers of genuine 
products. Direct loss of sales is “in- 
calculable,” say manufacturers of 
brand-name products who estimate 
they lose "millions of dollars every 
year" because of the burgeoning 
counterfeiting industry in Southeast 
Asia and southern Europe. They also 
complain of "indirect loss as a result 
of damaged reputation and loss of 
. consumer confidence." 
= Complaints about the “alarming 
increase" in counter- 
feiting have been voiced 
frequently by European 
industrialists. Some 
manufacturers have re- 
sorted to private legal 
action to root out sus- 
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abroad. Until recently, 
however, EEC indus- 
 trialists have refused to 
publicise their moves. 
As one manufacturer 
points out, “a suspicion 
of counterfeiting deters 
potential customers 
from buying goods.” But 
attitudes are changing. 

EEC industries are or- 

-ganising themselves through numer- 

. ous trade groups, including the anti- 
counterfeiting unit recently set up by 
the Paris-based International Cham- 
ber of.Commerce, to take collective 
action against producers of fakes. 

JJ Manufacturers now spend large 
sums every year in tracking down 
suspected counterfeiters. Large 
amounts of money are also spent on 
legal action against producers of fake 
products. Fears that liability suits 
could be brought against them by 
consumers who have been using fakes 
have also prompted branded-pro- 
ducts, manufacturers into going pub- 
lic about their problems. 

But, as David Carlisle of the Euro- 
pean Branded Products Association 
stressed: "Weapons at the disposal of 
European industry are not enough. 
We need help: stronger laws, and the 
assistarice of law-enforcement bodies 
such as the police and the customs. 


ys 
in Japa 


This, of course, is help which only gov- | 
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ernments can provide." Trade-mark 
holders in the EEC would like action 
on the lines adopted by the United 
States Government. Washington is 
"determined to improve its domestic 
laws against counterfeiting," said 
Carlisle. Counterfeiting has been 
made a criminal offence, punishable 
with "substantial penalties." Cus- 
toms authorities in the US are also 
entitled to seize counterfeits at the 
point of import. 

Manufacturers' appeals for 
tougher EEC action against counter- 
feit producers are beginning to pro- 
duce results. The European Commis- 
sion has drawn up new rules au- 
thorising EEC customs authorities to 
impound suspected fakes and ulti- 
mately to destroy them. The rules will 
now be studied by EEC 
members but indus- 
trialists already de- 
scribe the commission 
action as “a step in the 
right direction.” 

There are fears, how- 
ever, that while such 
measures will be able to 
control counterfeit im- 
ports from third coun- 
tries, the EEC’s own 
counterfeit producers 
will go unpunished. 
“Counterfeit goods are 
produced in the EEC 
and circulate freely," 
said a counterfeiting ex- 
pert from the EEC's em- 
ployers' association, 
UNICE. "This will affect the EEC's 
credibility within the General Agree- 
ment on Tariffs and Trade." 

The EEC is still pressing for the 
adoption of an anti-counterfeiting 
code by Gatt. EEC manufacturers 
claim that Third World countries, 
which initially were against the code 
because they feared it would increase 
trade barriers, now realise that their 
own consumers and industries are 
being harmed by counterfeiters. 

But EEC industrialists still accuse 
Third World countries, especially 
those in Southeast Asia, of taking no 
“dissuasive action" against counter- 
feiters. They claim new sources of 
fakes are springing up in Nigeria, 
Mexico, Brazil and India. Counter- 
feiters no longer imitate only luxury 
consumer g , they say. Fake 
medicines, electronic goods, aircraft 
and car spare parts, ovens, insec- 
ticides and drinks are also being 
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Taiwan textiles worker: behind the 


Easier said 





than done 


Trade liberalisation finds vocal 
backers, but putting it into 
practice is another matter 


By Carl Goldstein in Taipei 
aa L iberalisation" and "internation- 
alisation" are phrases which roll 
easily off the tongues of the many gov- 
ernment planners and economists in 
Taiwan. Their aim is to breach the pro- 
tectionist wall of high tariffs and im- 
port restrictions behind which 
Taiwan's export industry has grown 
strong. In the face of growing pressure 
from its trading partners, particularly 
the United States, Taiwan has been 
taking steps to lower tariffs and other 
import barriers. But resistance from 
industry and bureaucratic foot-drag- 
ging have slowed progress, and some of 
the toughest steps have yet to be taken. 

The problem occupies the attention 
of the highest levels of government. 
President Chiang Ching-kuo used a 6 
March National Security Council 
meeting to call for greater attention to 
solving the US-Taiwan trade gap: 
US$9.8 billion in Taiwan's favour in 
1984. Liberalisers at various levels of 
government took this as a clear en- 
couragement of their efforts to lower 
the trade barriers which are widely 
thought to be a major cause of the un- 
comfortably large surplus. The US 
weighed in as well, as the American In- 
stitute in Taiwan — the de facto dip- 
lomatic representative — issued a 
swift response welcoming Chiang's 
statement, and calling for faster ac- 
tion. 

A decision had already been taken in 
September 1983 by Taiwan's top eco- 
nomic policymakers — the Ministry of 
Economic Affairs (MoEA) and the 
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a3 lirectors propose Ut aed ofa à final diviaénd öf HKSO. 31 per share. Together with the 
interim dividend of HK$429 million already paid, the total den tribution for: 1984 will amount to 
, HES, pu million (1983: HK$1,258 million ncrease of 








B lc in Authorised Capital 


. The Directors intend to recommend to » ghatehbiders at the Ordinary Yearly General Meeting bd be 
- held on 14 May 1985 that the authorised capital of the Bank be increased from HK$8,0 ion 1 
oH KS 12,000 million by the creation of 1. ,600 million ; new shares of HK$2.50 each. 





Boii Issue 


-- The Directors also intend to recommend to shardibldess at the Oidinary Yearly Ge neral Meeting i 
that a bonus issue of shares be made in the proportion of one new share for every ten s E 
_ 14 May 1985 by the capitalisation of HK$714,966,805 from the Reserve Fund of the 
recommendation is approved, the Re serve Fund will be restored by a transfer from re 
. The bonus shares will not. rank for i he recommended. final dividend but will rank pari 
existing shares in all other respects. dade 
















Prospects for 1985 


. Economic growth i is expected to continue. at a reasonable ; rate in the United die 


| 3 sand ata more 
modest | pace in other major industrialised "Ihough this will undoubted! öf benefit to 


: world. trade, the volat ity-we have seen in. the foreign exchange markets and the Perea problems 


"2 many third. world. Ci 'untries have. in servic cing is Hebt will mean conditions are likel ly to remain 
^^ difficult. —— | | us ! 


“In Hong Kong the viste ismuch. improved, The si cessful | conclusion of the Sino ritish talks, 


Oa high level of exports and growing trade with China, coupled with a steadier tone in the loc zal property 
market, bode well for the future. 








































Against this background the Directors n ider that profitability: of the Gane will continue. ata 
satisfactory level and are confident of. eir abil 'commend at least the same rate of dividend 


as for 1984, that is HK$0.46 per shae g on me. Tnertásed. Sagini as proposed, representing an increase 
in distribution of 10 per cent. 





Closing of Register of Shareholders 


The Register of Shareholders will be ch ) from 22 3 d rilu until 14 May 1985 ¢ both dates inclusive. J. 
In order to qualify for the final dividenc and bonus issu Il transfers (accompanied by the relevant 
share certificates) must be lodged wih he Registrars iot Tater: than 4.00 pm on 19 April 1985. 








By Order of the Board 
FR Frame 
^ Secretary 





Hong Kong, 12 March 1985 
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down to 27.5%, from 30.8% in 1984. At 
the same time, the government said it 
would reduce the rate to 20% within 
five years. The new rate was seen as an 
important step in the right direction. 
But the average level of protection is 


still almost twice that of Taiwan's 


major trading partners, including the 
US, so the pressure remains strong for 
Taiwan tc go further. 

Consumer goods were the chief 
targets of the recent cuts. Tariffs on to- 
bacco were lowered from 100% and 
75% (the latter for products from 
countries which have bilateral trade 
agreements with Taiwan) to 75% and 
65%. L.iquor tariffs were also reduced 
from 100% and 75% to 75% and 65%, 


‘and some cosmetics tariffs were low- 
ered to 75% from 100%. 


Growing consumer discontent has 
been a force for change. There is a 
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tariff on VTRs next year. 


Another target for critics of 
Taiwan's system of trade barriers, 
whether they be US trade representa- 
tives or domestic proponents of 
liberalisation, is the customs uplift. 
This is an automatic surcharge levied 


on all imports to counteract losses | 


from smuggling and under-invoicing 
by importers. It was lowered to 5% at 
the beginning of this year, down from 
10% last year and 20% before that. The 
Ministry of Finance has said it will be 
eliminated entirely next year. 

Taiwan has also moved to ease other 
import controls. These include rules 
that allow only state-run corporations 
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Third World trade — a 





force to be unleashed 


™Phe developing world could be the 

most dynamic force in the global 
economy if the right conditions were 
created. Certainly, expansion of trade 
among the countries themselves could 
help them realise their potential and 
capabilities of becoming such a force 
through the creation of economies of 
scale. At the same time, it would also 
help the economic activities of de- 
veloped countries through expansion 
of their imports. 

While it is evident that industrialisa- 
tion in some developing countries may 
not be possible without a degree of ini- 
tial protection, there remain doubts 
about the justifications for some of 
these restrictions. The liberalisation of 
trade by developing countries would 
not only help them to achieve a higher 
rate of growth through improved effi- 
ciency and competitiveness, but would 
also greatly increase the scope for 
intra-regional trade. With its huge 
labour force and endowment of natu- 
ral resources, the development poten- 
tial of the Asia-Pacific region is 
enormous. 

The Bangkok Agreement, established 
under the aegis of the United Nations 
Economic and Social Commission for 
Asia and the Pacific (Escap) in 1975, 
has been a major step in this direction. 
Eight developing countries partici- 
pated in the tariff cutting negotiations 
and seven of them finalised the 
negotiations. Only five governments — 
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Painda M. Manely is an economist in- 
volved in the field of international trade 
and finance in Asia. He is currently 
based in Bangkok. 





Bangladesh, India, Laos, South Korea 
and Sri Lanka — ratified the agree- 
ment and the attached protocol. Since 
then, trade in the commodities covered 
by the agreement has increased more 
than 100%. The participating states, 
realising the existing potential and the 
progress achieved, have now decided 
to commence the second round of 
negotiations. It is anticipated that the 
talks will open up the possibility for 
other countries to join this trade prefe- 
rential arrangement. The first session 
of the second round will be held in 
Seoul in May. 

The second round of the Bangkok 
Agreement becomes even more impor- 
tant since an Escap study (Measures 
for Strengthening — Intra-Regional 
Trade and Monetary Cooperation) re- 
veals that within the region, the oppor- 
tunity for expansion of intra-regional 
trade is greater than elsewhere. Ac- 
cording to the study, the mutual trade 
of countries within the region in 1982 
was as high as US$131 billion which 
comprised about 8% of the world total. 
Almost half the exports of the region's 
developing countries are absorbed 






trade with Japan (US$3.3 billion in 
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1984), many items may be imported 
from North America or Europe, but not 
Japan. The number of items that have 
been . shifted into  less-restrictive 
categories is large, but so far the im- 
pact in terms of import values has not 
been that great. 


he structure of import barriers 
. M currently being dismantled had its 
origins in the 1950s, when the newly ar- 
rived government desperately needed 
tax revenues, and the island's fledge- 
ling industries needed all the protection 
they could get. Tariffs are still an im- 
portant, though declining, source of re- 
venue for government coffers: 2295 of 
total tax revenues in 1984, down from a 
high of 34% in 1974. 

Taiwan's exports have grown ex- 
traordinarily through the 1960s and 
1970s up to the present — from 1961 to 
1984, exports grew by an average of 





within the region itself. The proportion 
of the exports of these developing 
countries destined for the regional 
market increased from 38.9% in 1977 
to 47.4% in 1982. Trade exclusively 
among developing countries in the re- 
gion amounted to US$41 billion; which 
represented 31% of the total intra-re- 
gional trade. 


hus, the Asia-Pacific region is 

emerging as a large and increasing- 
ly important market for the exports 
of countries lying within therregion. 
The most striking fact is that intra-re- 
gional trade has been expanding at à 
rate of 14% a year, compared with only 
10% growth in the trade of these coun- 
tries with the rest of the world. 

Except for Japan, all panes in the 
region have experienced a higher rate 
of growth of exports to countries 
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26% a year, rising from 
US$195 million to 
US$30.5 billion. With 
this kind of record, it 
has become more and 
more difficult for 
domestic business to 
argue that it needs pro- 
tection to survive. 

As a matter of policy, 
the- government's top 
economic policymakers 
have decided that in- 
dustries which can 
compete in interna- 
tional markets should 
not continue to be sup- 
ported by high tariffs. 
But implementing this 
policy in the face of stiff 
opposition from industry associations 
and their allies in the government, 
especially the MoEA's Industrial Deve- 
lopment Bureau, is another matter. 
Tariffs on such major export items as 
footwear and sporting goods, for exam- 
ple, were reduced somewhat at the be- 
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€ A regionwide preferential 
arrangement offers a chance 
for every member to gain 
individually and grow 
collectively . . . 9 
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within the region than to countries 
outside the region. In particular, de- 
veloping countries' intra-regional ex- 
ports, taken as a group, grew 17%, 
while exports to countries outside the 
region grew only 9%. This indicates 
that opportunity for expansion of 
trade has been greater within the re- 
gion than elsewhere, and there is much 
that the developing countries could do 
by themselves to improve their trading 


prospects, 
The second round is also very timely 
because the Asean sub-region is 


evaluating its own progress in trade 
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Taiwan computers: 


We 


ginning of the year, but 
remain at high levels. 
Most categories of im- 
ported shoes carry a 
tariff of 30-60%, de- 
pending on the country 
of origin. 

Even the reductions 
have come under attack 
from some economists 
who urge faster, more 
thorough reduction of 
trade barriers. “If inef- 
ficient industries that 
cannot compete inter- 
nationally continue to 
be artificially  pro- 

B tected, they will never 
exports up. be forced to modernise 
their operations,” said a 
researcher at the government-funded 
Chung Hua Institution for Economic 
Research. 5 
The car industry is a case in point, 
Taiwan's six car-makers, which pro- 
duce under licence to major Japanese, 
European and American car manufac- 





expansion. The Asean trade preferen- 
tial arrangement is not moving as 
quickly as expected, however. In fact, 
Malaysia’s Prime Minister Datuk Seri 
Mahathir Mohamad pointed out at the 
Economic Ministerial Conference in 
Kuala Lumpur in February 1985 that 
the economic cooperation among its 
members was mediocre or worse and 
added that this was an unsatisfactory 
state of affairs. The reason for such 
slow progress, among other things, was 
the absence of a firm commitment and 
the low level of complementarity of 
products traded among the member 
States. On the other hand, a region- 
wide preferential arrangement offers a 
chance for every member to gain indi- 
vidually and to grow collectively, 
owing to different resource endow- 
ment and level of development. 

The Bangkok Agreement, as a legal 
framework, not only provides for pre- 
ferential arrangements, but also con- 








turers, have long been protected by 
65% tariffs for small cars and a ban on 
the import of Japanese cars. Although 
Taiwan has hoped to develop a car-ex- 
port industry, the domestic companies’ 
small size and, critics say, inefficient 
methods have prevented it. 

A new plan passed at the end of Feb- 
ruary, after much acrimonious dispute 
among the MoEA, CEPD and car-in- 
dustry representatives, lays down a 
six-year schedule during which tariffs 
will be lowered to 30%; the local-con- 
tent rate will continue at 70% for three 
years and then fall to 50%, and the ban 
on Japanese imports will continue. The 
plan represents a neat compromise be- 
tween the CEPD where chairman 
Chao Yao-tung was pushing for more 
rapid dismantling of the industry's 
protection — and the MoEA and thein- 
dustry, which argued together that the 
companies needed more time to pre- 
pare for the changed operating envi- 
ronment. But the result is that the in- 


| dustry will retain substantial protec- 


tion. 


Painda M. Manely 





tains articles pertaining to long-term 
contracts and trade-creating joint ven- 
tures among developing countries of 
the region. Yet, one of the principal 
constraints on economic development 
in developing countries is the limited 
size of their own domestic markets. 
Within the larger economic arena. the 
trade of each developing country 
would increase, but a greater propor- 
tion of total imports than before would 
originate in other developing countries 
of the region. If these imports were 
paid for by exports to other developing 
countries, there would be no net bur- 
den on the balance of payments. 

It is in this sense that trade among 
developing countries becomes signifi- 
cant as an engine of growth. It has been 
argued that in the current world eco- 
nomic situation, the most promising 
prospect for developing countries to 
set this engine in motion is to boost 
trade with each other oO 
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(C PACIFIC ASIAN MANAGEMENT INSTITUTE (PAMI) 


UNIVERSITY OF HAWAII 





You are invited to Honolulu to catch the wave of new 
international business trends and skills in: 


Intensive English for International Managers 


(May 27-July 5) 


international Marketing Management Program 


(July 7-27) 


International Banking and Finance Program 


(July 7-August 2) 


international Business Management Program 


(July 7-August 15) 


Transpacific Management Program 


(August 4-15) 


FAR EASTERN ECONOMIC REVIEW e 21 MARCH 1985 


For application and information contact: 
Pacific Asian Management Institute (PAMI), 


University of Hawaii at Manoa, 2404 Maile Way 


Honolulu, Hawaii 96822. U.S.A 


Telephone: (808) 948-7564: Telex: (723) 8O22HR 


Or call our sponsors: 
Lembaga Management, U.I.. Jakarta 


Master in Marketing Program 
Thammasat University, Bangkok 


Korea Banking Institute, Seoul 


Lembaga Pengembangan 
Management & Technologi, Jakarta 


Singapore Institute of Marketing 


Malaysian Institute of Directors, K.! 
Institute of Bankers Malaysia. K 
Korea Securities Dealers Assn 
Seoul 

Institute of Banking and Fina 
Singapore 
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Yangming Management 
Development Centre, Taipei 
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Breaking the drought 


The Tokyo Stock Exchange seems on the verge of success 
in its efforts to induce foreign companies to list 


By Bruce Roscoe in Tokyo 


T. he Tokyo Stock Exchange is second 
in size only to New York Stock Ex- 
change, yet it carries far fewer foreign- 
stock listings. Since 1973, when 
foreign listings were approved, seven 
foreign companies have withdrawn, 
reducing the number of listings to 10 
— from the peak of 17 in 1976. But this 
trend is expected to change in the wake 
of persistent rumours that a batch of 
American companies is about to apply 
for listings. 

- The companies that may apply this 
year include 
McDonald's 
Corp., Walt Dis- 
ney Productions, 
American Ex- 
press, Merck and 
Co., Proctor and 


ease listing rules for foreign com- 
panies. "We feel we have done all we 
can," Yoshio Iwata, the exchange's 
senior managing governor, told foreign 
press representatives recently. 

The exchange moves into a new 
building in May, and most of the first- 
section stock trading will then be con- 
ducted by computer. Second-section 
trading was computerised in 1982. 
Some foreign securities advisers be- 
lieve that computerisation will en- 
courage foreign listings. The stocks 


Domestic ; 
listings 1,446 |- 3354. Ae: 1,930. | dex 


Foreign 
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ital Markets, says 
rities firms get 
their fee for listing a Stock, “there is no 
analysis effort in the form of producing 
research material. In order to make 
foreign listings viable, all that has to 
come together.” 

Japanese investment in foreign secu- 
rities is only a tiny fraction of the level 
of foreign investment in Japanese 
securities. And while Japanese pur- 
chases of foreign stock are growing, 
the matching high rate of sale means 
that net new purchases remain at a low 
level, indicating short-term specula- 
tive interest. Japanese investors’ pur- 
chases of foreign stocks in 1982, for 
example, reached US$373.21 million, 
while sales in the same year totalled 
US$307.89 million. Although the vol- 
ume of purchases rose rapidly by 1984 
to US$917.41 million, sales rose even 
faster, to US$834.85, leaving net pur- 
chases at only US$82.56 million. 

By contrast, 
foreign buying of 
Japanese securi- 
ties in 1984 total- 
led US$35.9 bil- 
lion (about dou- 
77] ble the 1982 fig- 
Ü | ure). 
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Gamble, H. J. listings ae as Jos AA piu es In most 
Heinz and Avon | source: Tokyo Stock Exchange years, net pur- 
Products. The chases have 
Tokyo exchange pointed to a 


says it has not received any 
applications yet. Some of the 
US companies are expected 
to apply soon, prompting 
speculation over the proba- 
ble Japanese securities-com- 
pany sponsors. 

Views vary considerably as 
to why foreign interest in the 
Tokyo exchange has grown so 
suddenly, particularly when, 
as one market observer put it, 
listing on the Tokyo ex- 
change does not give for- 
eign firms the “bang for 
the buck” that it should. 
Listing expenses alone ex- 
ceed US$100,000 (charged by 
the sponsoring securities 
company). 

Between 1976 and 1984, 
there were no new foreign 
listings. Sears, Roebuck and Co. broke 
the eight-year drought in June 1984. 
Sears’ subsequent active performance 
on the market is said to have encour- 
@ed other foreign companies. Foreign 

“interest may also have been stimulated 
by the exchange’ s relaxation of its ap- 
plication rules in the past two years. 
The dual-audit requirement, under 
which a Japanese public accountant 
had to certify the foreign company’s fi- 
nancial statements, was lifted. Last 
year, the Securities Exchange Law was 
amended to allow foreign companies to 
file their securities report with the ex- 
change within six months of the end of 
their business year instead of within 
three months. 

No additional steps are planned to 
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Tokyo dealers: computerisation may aid foreigners. 


puter console than they do with hun- 
dreds of young floor traders. 


apanese securities companies, rather 

than the exchange itself or the 
Ministry of Finance, tend to take the 
blame for the lack of dealer interest in 
pushing foreign securities trading on 
the exchdnge. Securities firms have 
been criticised for producing little, if 
any, research material for prospective 
clients on the business performance of 
listed foreign companies while churn- 
ing out sheaves of up-to-the-minute 
reports on Japanese companies' plans 
and progress. 

Walter Burkett, Tokyo-based senior 
vice-president and general manager 







longer-term commitment than 
Japanese investors appear 
prepared to make in foreign 
stocks. 

Eugene Atkinson, manag- 
ing director in Japan for 
Goldman Sachs  Interna- 
tional Corp., notes, however, 
a "genuine build-up of in- 
terest in foreign securities.” 
He says one reason is that 
more Japanese securities 
firms see their sponsorship of 
the listing of a foreign stock 
(there are still no foreign mem- 
bers in the Tokyo exchange) 
as a way to establish a client 
relationship with American 
companies which could lead 
to bond-underwriting work. 
Indeed, for every US$1 the 
Japanese invest in foreign 


may draw more attention on a com- | stocks, US$16 is invested in foreign 


bonds, according to Goldman Sachs. 
While analysts cannot agree on the 
major reasons for the poor perform- 
ance of foreign stocks in Tokyo, a 
Tokyo securities lawyer believes the 
question poses no mystery. Seijiro 
Watanabe, whose speciality is rescuing 
Japanese stock buyers burned by secu- 
rities fraud, says foreign stocks hold 
virtually no attraction because their 
value is pre-determined to a large ex- 
tent by trading on the home market 
and therefore cannot be manipulated. 
"Japanese securities companies would 
take an interest in them," Watanabe 
asserted, "if they could manipulate the 
prices the way they could manipulate 
domestic stock prices. " o 
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“At Oak the HP 3000 has 
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L—— information retrieval time from 
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Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis." 
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Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries’ Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications. 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year's. 


“We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth." 





You should consider a working partnership with HP. Now. 
Call or write to your local office. 


Australia India Japan 

Hewlett-Packard Australia Pty Ltd. Blue Star Ltd Yokogawa-Hewlett-Packard Ltd. 
Blackburn, VICTORIA. Tel: 895-2895 BOMBAY. Tel: 4226155 Sukinami-Ku, TOKYO. Tel: (03) 331-6111 
China Indonesia Korea 

Hewlett-Packard Beijing Rep. Ottice Berca Indonesia P. T. Samsung Hewlett-Packard Ltd 

BEIJING. Tel: 33-5950 JAKARTA. Tel: 373009 SEOUL. Tel: 784-2666, 784-4666 

Hong Kong Malaysia 

Hewlett-Packard Hong Kong Ltd Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 


HONG KONG. Tel: 5-832321 | KUALA LUMPUR. Tel: 03-986555 
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“At Sin Tien Seng- the 

HP 3000 computer system 
was able to pay for itself 
in six months? E 
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“With the HP 3000 system, we have 
been able to streamline our parts and 
inventory orders. In six months, the 
saving on reducing excess orders alone 
was enough to pay for the entire 
system,” 
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Sin Tien Seng is the sole distributor ot 
Daihatsu motor vehicles in Singapore. 
The company installed an HP 3000 two 
years ago in the Head Office with 
remote terminals in two branches. 


Mr Loh Kok Hua, Director and General 
Manager of Sin Tien Seng said, "With 
the Rapid /3000 solutions, the system 
can handle a host of functions very 
effectively. These include processing 
parts and inventory orders from Japan, 
capturing sales performance data to 
generate accurate sales forecast, 
maintaining a customer database, 
generating monthly hire purchase 
billings for our vehicles and retaining 
data for market analysis. 


“All these are significant data and 
functions we couldn't have done 
manually. 


'e did have a look around before we 
decided on the HP systems. Looking 
back, we made the right decision — we 
couldn't have done what we did in so 
short a period of time." 


Philippines Taiwan 2 cee 
[he Online Advanced Systems Corporation Hewlett-Packard Taiwan Ltd Producnvity. Not promise ». 
Makati, METRO MANILA. Tel: 815-381 1/6 TAIPEI. Tel: (02) 712-0404 


Singapore KAOHSIUNG. Tel: (07) 241-2318 
Hewlett-Packard Singapore (Sales) Pte Ltd Thailand D H EW Li T T 
SINGAPORE. Tel: 631788 Unimesa Co Ltd iy 

BANGKOK. Tel: 234-0991/5 PAC KA - D 
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and computerised service - “Get Your wt eon 
Load Off Your Mind" - by contacting 
Kuwait Airways in Bangkok, Kuala 
Lumpur, Manila, Seoul or Singapore for 
fast, efficient handling of your cargo 





For further information 
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CASE LEADERSHIP BRINGS 
BETTER IDEAS TO LIFE. 


It's the striking energy of new 
ideas that makes Case a world 


leader in construction equipment, 


and that helps make the Case 


980 the world’s number-one-selling 


loader/backhoe. 

Extensive research and 
development, computer-assisted 
design and manufacturing, and 
the never-ending drive to 
improve on excellence all help 
keep you working faster and 
easier. 

The 580's exclusive 
over-center backhoe balances 
weight over front and rear axles 


for better traction and optimum 
Stability for loading and roading. 
Choose either center-mount 
design or the side-shift backhoe 
that's ideal for working in close 
quarters. 

With power up to 50 kW 
(67 DIN hp) and digging depth 
of 4,27 m (5,58 m with 
Extendahoe®), the 580 earns its 
position of pre-eminence every 
day on jobsites all over the 
world. Three other models are 
available up to 82.8 kW (111 net 
hp). And you can count on 
strong parts support with Case 


computerized searching andiki 
space Satellite communicatie 
linkage of depots on three 
continents. 

See your Case dealer fe 
details. Or write: Manoir 
Group, J | Case, 700 State 
Street, Racine, WI-53404, U. SA 


Telex: 26-4425 
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Todays flavour in shipping, is round-the-world services. Nedlloyd Lines has not only 
anticipated the current trend but has been operating the round-the-world concept for many years. 
Services pioneered, perfected and proven. So when it comes to your global requirements choose 

Nedlloyd Lines. All ways round-the-world with Nedlloyd. Worldwide transport at its best. 
Nedlloyd Lines, Houtlaan 21-3016 DA, Rotterdam. 
Telephone: 177933 Telex: 24690: Telegrams: NEDSHIP 


A Member of Nedlloyd the Worldwide Transport and Energy Group 
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Banking is more than just chips and plastics. We know it, and 
are happy to add our personal touch. With us, banking is a lively 
industry into which we add our feelings. We know that you like 
to be remembered for your birthday, your anniversary and other 
dates that have special meaning for you. And you will even enjoy 
tips on the latest fashions, or where to find the best restaurants 
in this region. 

Our Private Banking Services extend to China trade and 
investment. Our China Desk will be happy to provide you with 


the latest information and contacts about the vast opportunities 
in China. 


232 Des Voeux Road Central, Hong Kong. Tel: 5-457131 
Private Banking: Ms. Wendy Ng Tel: 5-418807 
China Desk: Mr. Randy Lam Tel: 5-8151303 





NOW... 
MARLEX HDPE RESIN 
MADE IN SINGAPORE 











When you specify quality Marlex* high be there when you need product and service 
density polyethylene resins, your shipment day after day. 
arrives in days, not months. For injection molding, blow molding, film 
That's because Marlex resins are produced and extrusion grade resins, specify Marlex 
in Singapore and shipped from Singapore. HDPE. Put time on your side working for you. 
With your source of supply so close and For more information on high quality, 
delivery so fast, you can carry less inventory economical Marlex HDPE resins made in Singa 
and reduce your investment in materials. While pore, contact Phillips Petroleum International 
taking advantage of this cost saving opportunity Inc., P. O. Box 85, Newton Road Post Office. 
you could also help secure your future. A Singapore 9122, Telephone: 251-9124/254-2021. 
reliable Asian source of HDPE resins will Telex: RS 23337 PHILPETE. 
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New Zealand dismantles tariffs and subsidies built 
up over decades to get the country moving 


By Derek Davies in Wellington 


he catering manager apologised 

that the coffee supplied by the 
hotel’s room service was cold. For two 
years, he explained, the hotel had been 
trying to buy suitable vacuum-flask 
jugs, but had been unable to obtain the 
necessary import licence. However, he 
added brightly, two months ago a local 
firm had started making them and he 
hoped to take delivery within six 
months. 

The scene was set not in Bangladesh, 
Bhutan or Burma, but in the premier 
hotel of New Zealand's major city, 
Auckland. In fact, the country has 
much in common with the slower-de- 
veloping nations of the Third World. 
For the past decade, its economy has 
been stiflingly over-regulated and has 
grown at an average of around only 1% 
annually, failing to match the growth 
rates either of other OECD countries or 
of East Asia. 

Unemployment has been high. So is 
the official overseas debt — more than 
NZ$13 billion (US$5.9 billion), equi- 
valent to 36.9% of gross domestic pro- 
duct; the current-account deficit 
(more than NZ$2 billion), and the 
budget deficit (more than NZ$3 bil- 
lion, or 9% of GDP). Inflation rates 
have outstripped those of most of its 
trading partners while wages were fro- 
zen in 1982 (at a comparatively low 
average level of about NZ$300 a week 
equivalent to about US$10,000 a year 
before devaluation, and today worth 
slightly more than US$7,000), a move 
which did not stem the widening of in- 
equalities in income distribution. 

The echoes of the Third World re- 
verberated recently with the an- 
nouncement that Wellington intended 
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to deny preferential 
tariff treatment to 
Singapore and Hong- 
kong on the grounds 
that, according to 1983 
World Bank figures, 
their per-capita gross national pro- 
ducts (at US$6,620 and US$6,000 re- 
spectively) were within 70% of New 
Zealand's — US$7,410. But before 
Wellington could begin gradual im- 
plementation of this (as of mid-1985), 
the World Bank revealed that Singa- 
pore's per capita GNP, aided no doubt 
by the devaluation of the New Zealand 
dollar, had now surpassed that of New 
Zealand. 

This was the economy — presided 
over for the previous nine years by 
former prime minister Sir Robert Mul- 
doon — which ran itself into the 
ground last year with a major currency 
crisis and a head-on confrontation be- 
tween Muldoon and his officials at the 
Reserve Bank of New Zealand (the 
central bank) and the Treasury. It had 
just managed to survive almost a de- 
cade of patch-and-mend, ad hoc mea- 
sures, treating symptoms but not basic 
weaknesses — a process which re- 
sulted in a battery of central controls 
in the hands of a government bereft of 
ideas, or of the political courage to im- 
plement them. 

The general election in July 1984 
sacked Muldoon's National Party and 
put the Labour Party, under the 
leadership of lawyer David Lange, in 
power. The new team moved swiftly 
into the process of implementing a 
wide-ranging package of measures de- 
signed to deregulate the economy. It 
began immediately with devaluation 
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of the local dollar by 
20% (which put the bill 
for imports up by 25%) 
It then began the pro- 
cess of creating a mar- 
ket-oriented economy’ 
deregulating the finan- 


cial system and dis- 
mantling both the im- 
port-licensing system 


(adopted in the 1930s to 
conserve overseas funds 
in the aftermath of the 
world recession and re- 
tained ever since) and an 
incentive scheme which 
has subsidised exports 

Devaluation somewhat sweetened 
the pill for those manufacturing for ex 
port, as it did for New Zealand's farm- 
ers who still account for two-thirds of 
the country's exports and who have 
now been denied the payments of 
supplementary minimum price (SMP) 
subsidies. These had been running in 
excess of NZ$350 million a vear. The 
annual bill for subsidies extended to 
industry and agriculture amounted to 
a whopping NZ$2 billion in the form of 
SMPs, lump-sum payments, subsidis- 
ed loans, underpriced government 
goods and services and tax-incentive 
schemes. 


he farmers' subsidies were cut in 
the new government's first budget 
on 8 November 1984, which set out to 
reduce the fiscal deficit by NZ$1 2 bil- 
lion this year and by NZ$1.8 billion the 
next. It began fine-tuning the coun- 
try's cradle-to-grave social welfare 
package, adding to it a Family Care 
Scheme (providing extra payments 
of NZ$10 a week a child for low-in- 
come families). Wage and price con- 
trols were abolished and the first 
moves made in what promises to be a 
thorough reform of the taxation sys- 
tem. Foreign-exchange controls 
also abolished 
Other deregulatory measures in- 
cluded the abolition of controls over 
interest rates; of regulations prevent- 
ing banks from paying interest on 


W B TY » 


less- 


131 


& PX «ET 
' , ~ . 


a AE a MI 
interest on savings accounts, and of the 
compulsory security ratio that had 
been imposed on financial institutions 
in an abortive attempt to control the 
growth of money supply and credit. 
The latest move in the process was 
the recent and long-awaited decision 
to float the New Zealand dollar 
(REVIEW, 14 Mar.). The combination of 
the fiscal deficit (which was being 
covered by the sale of short-term Trea- 
sury bills) and the trade deficit, to- 
gether with a fixed exchange rate, was 
putting pressure on interest rates, and 
several firms were learning salutary 
lessons about the marketplace by 
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short-term borrowing at 16.5% and 
above. With this high-risk move suc- 
cessfully behind it, the government can 
now be expected to push ahead with 
reforming the tax system, lowering the 
marginal level at which tax is paid and 
demonstrating that it is at heart still 
egalitarian with the introduction of a 
capital-gains tax, or a dividend tax or 
an assets tax — or a combination of 
these options. 


inance Minister Roger Douglas told 
the REVIEW that, while he acknowl- 
edges the lack of a capital-gains tax 
has seduced money and effort into 


THE RACE AGAINST TIME 


gn an interview with the REVIEW, 
M New Zealand Prime Minister David 
Lange outlined the problems his gov- 
ernment faces in giving the economy 
a "new look." He said response to the 
government's economic measures 
had been good with, ironically, most 
sug coming from the business 
community. “They know the mar- 
kets,” said Lange. “We are develop- 
an appreciation of them. We are 
almost beginning to acquire a taste 
for their tables and the quality of 
their beverages." 
= The prime minister continued: 
“The fact is that these people do not 
win elections. The problem is with 
the constituencies. What we need to 
do is to move so we are seen actually 
- to benefit the people we were elected 
| to represent. The real political chal- 
lenge for this administration is to free 
the market up to the point where it 
delivers without our being heavy 
handed in direction or totalitarian in 
our targeting of resources. To that ex- 
tent we're in a race against time... 
“We have to get across the concept 
of a social contract in which you don't 
ask your employers for enough to 
educate your kids because the state 
provides them with access to educa- 
tion ... in which you don't hit your 
employer for enough to protect you 
against all possible diseases and acci- 
dents because the state provides that 
umbrella. If the state provides you 
with such things, you can't go dou- 
ble-counting them in claims against 
your employer. In the last round of 
wage negotiations, we found a very 
substantial injection of support for 
the lower-paid completely dis- 
counted by the unions: they pre- 
tended it wasn't there. We are just 
simply going to have to work that one 
thro 
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"We have an economic strategy 
which will see a great uplift to the 
lower paid. They are the people who 
make up our traditional consti- 
tuency. We have decided that it is 
completely ludicrous to run an econ- 
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omy as if it were an entire social wel- 
fare system. We have been emotional 
cripples; we have allowed people to 
destroy all values of the comparative 
worth which make the economy 
crank over. 

"If you want to sell electricity to a 
huge corporation at a price the 
poorest widow can afford, which is 
really what we've done, then the rich 
corporation is going to be laughing 
all the way to the bank and the widow 
still won't be able 
to boil a kettle. 
The better solu- 
tion seems to be to 
charge the large 
corporation an 
appropriate price 
and then see that 
the widow gets 
enough to be able 
to afford that 
price. We've been 
living in a fool's 
paradise. We sub- 
sidise electricity 
used to heat the 
spa pools of mer- 
chant bankers on 
the east coast... 
that's not social- 
ism; it's insanity. 

“So it all comes 
back to making 
the economy effi- 
cient — only then do you have the 
chance of deliberately creating a ra- 
tional system of social welfare econ- 
omy which hits those in need with 
money and support. That's what we're 
about. And it's a race against time. 

"The simple fact is that, while a lot 
of nonsense is being written about 
our Anzus [Australia, New Zealand 
and United States treaty] policy, that 
is far more readily identifiable with 
traditional Labour Party positions 
than is our economic policy. It is our 
economic strategy, not our non-nu- 
clear strategy, which is the true aber- 
ration. That's a good one, isn't it?" 

— DEREK DAVIES 
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the imposition of such a 
tax “can prevent things happening” — 


who will exploit the land more effi- 
ciently: in other words, “it can slow 
down the mobility of capital.” Douglas 
has, he says, always favoured some sort 
of wealth or assets tax, which would 
probably be more politically accept- 
able than a capital-gains tax to the 
property-minded electorate. 

Although many OECD countries are 
favouring deregulation — whether 
under the monetarist or the free-mar- 
ket flag — it would be hard to find a 
government which has moved so 
swiftly or implemented such far- 
reaching deregulatory measures as has 
Lange's team. Apart from the oppres- 
sive tax system and the remaining cón- 
trols on housing and rentals, the clear- 
ance operation has left behind little of 
the network of rules and red tape or, 
apart from tariffs still in place, of the 
battery of protectionist barriers which 
had been erected over so many years. 
The challenge is now to remove the 
mental attitudes which burgeoned in- 
side the protective cocoon that has, in 
the words of the Treasury itself, 
created “our inward-looking attitudes 
to economic development, which has 
inhibited our ability to adapt to chang- 
ing external condi- 
tions.” 

The quotation 
comes from a brief- 
ing prepared by the 
Treasury last year 
for the incoming 
minister of finance, 
as is customary, 
and which Douglas 
published in line 
with the Labour 
Party's pledge to 
"open the books." 
The subsidies dam- 
aged the govern- 
ment's fiscal posi- 
tion, the Treasury 
argued, and did 
subtler damage: 
“By sheltering so 
much of our indus- 
tries and service 
sectors from com- 
petition, we have fermented very strong 
doubts in the community about the abi- 
lity of commercial interests to achieve 
desirable social and economic out- 
comes.” Even competitive industries 
were protected and subsidised to prevent 
resources being drawn away from them 
to the sheltered sectors, it pointed out. 

The Treasury forecast that if these 
policies were continued the: deficit 
would widen from an average of 6.8% 
of GDP in 1984-85 (New Zealand's fis- 
cal year begins on 1 April) to 7.2% in 
1986-87 — or around NZ$3.2 billion. 
At this level of deficit, without monet- 
ary and fiscal reforms and at the old 
fixed exchange rate, by 1986-87 net 
expenditures would be mopping up 
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Douglas: political acceptability. 
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42% of the GDP while rev- | 

ues would account for less 
than 35% — despite a high 
rate of marginal taxation 
(66% on incomes of only 
NZ$38,000). 

The Treasury and the Re- 
serve Bank had been at- 
tempting to warn Muldoon of 
the dangers of the mounting 
deficit and the distortions in 
the economy being created by 
the battery of regulations. 
When the full extent of the 
currency crisis could no 
longer be ignored, Muldoon 
claimed that he had not been 
warned and — later — that the warn- 
ings had not been loud enough. 

These claims were refuted by the 
leaking of relevant memoranda and by 
the subsequent publication of the 
Treasury's briefing to the incoming 
government which stated bluntly: 
“Our immediate  foreign-exchange 
market crisis and the rising external 
public debt burden reflect a long- 
standing imbalance arising from 
domestic policies which maintain a 
[too high] domestic cost structure . . . 
Exchange controls are permitting im- 
balances in the economy to persist. . . 
The successful deregulation of the 
foreign-exchange market is heavily 
dependent on the removal of restric- 
tions of domestic interest rates and on 
the nominal exchange rate being close 
to its market equilibrium level." 


lainly, it could be argued that the 

new Labour government has sim- 
ply implemented deregulatory policies 
which the Reserve Bank and the Trea- 
sury had been advocating for some 
time, though isolated and ignored in 
the wilderness of the Muldoon admini- 
stration. Understandably, Treasury 
officials are anxious that they should 
not be seen as having written the 
Labour Party's charter and enabled it 
to occupy the economic high ground 
which, ideologically, should more 
naturally provide the National Party's 
habitat, and which that party's liberal 
wing had tried in vain to persuade 
Muldoon to occupy. 

Assistant secretary of the Treasury 
Graham Scott describes the case for 
the measures as unanswerable — in- 
evitable pragmatic responses to a crisis 
which wears no ideological label. 
Further, much of the rationale for de- 
regulation is to be found in the pages of 
the book There's Got to be a Better 
Way, written by Douglas during his 
years in opposition. 

"There is a large measure of consis- 
tency between the ideas in my book 
and what we are doing," Douglas 
claimed, adding: "Our critics are quick 
to remind us of any differences. The 
need to do what we are doing has been 
evident in this country for a long time 
. . . If you look around the world you 
will see many leftwing and social 
democratic parties in power moving in 
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the same direction. They are realising, 
like us, that if you want equity in your 
society, you must also be able to pay for 
that equity by running your economy 
efficiently." 

The drive towards efficiency, how- 
ever, is exposing New Zealand's indus- 
tries to the chill wind of international 
competition after decades of protec- 
tionism breeding the "cost-plus men- 
tality,” as Douglas calls it. So far, the 
impact has fallen primarily on the 
manufacturing sector as the import- 


licensing scheme is dismantl- 
ed and monopolies eroded. 
But the farmers have been 
warned that, however effi- 
cient they may be, the next 
two or three years will re- 
quire radically changed at- 
titudes and more marketable 
products 

New Zealand's economic 
future is balanced on a knife 
edge. Everything depends on 
how the country as a whole 
responds to the new chal- 
lenges. So far the signs are 
good. Most businessmen, in- 
dustrialists, bankers, brokers 
and other entrepreneurs ap- 
pear to be enthusiastically 
backing the new policies, as 
do most of the more imaginative civil 
servants. A little bit of luck has 
helped: last year economists were 
forecasting that real GDP growth, 


which had reached about 6.5%, would 
drop to slightly more than 1% im 
1985, despite the expected impetus to 
exports brought by the 2095 devalua- 
tion. 

Domestic demand, however, has re- 


mained much more buoyant than ex- 
pected despite a decline in real dispos- 
able incomes. Retail sales are only just 
showing signs of a slight decline: evi- 
dently, people have been digging into 
their pockets and savings, probably to 
acquire goods before inflation — cur- 
rently estimated to be running at 13- 
15% — takes its toll in the aftermath of 
devaluation. 

But the medium-term prospect is 
harsh: the budget foreshadowed three 
years of austerity. Consumption will 
be squeezed, less efficient firms and 
farms will go to the wall and ün- 
employment is likely to grow ü 
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FOR YOUR BUSINESS PROMOTION DON'T FAIL TO 
INCLUDE IN YOUR EXHIBITION SCHEDULE FOR 1985 


BUCHAREST INTERNATIONAL FAIR 


Bucharest-Romania 
October 10-17, 1985 


A general annual fair exhibiting machinery, equipment, 
installations, products and 
raw materials of all economic sectors. 


For further information apply to 


THE FAIRS, EXHIBITIONS AND 
FOREIGN TRADE PUBLICITY COMPANY 


Bucharest-Romania 
22, N. Bálcescu Blvd 
Telephone: 14 75 35 
Telex: 011-374 camrom 
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The Lange government emphasises an outward-looking 
economy, while questioning old political alliances 


he government of Prime Minister 

David Lange seems to have cap- 
tured the essence of’ a new spirit 
abroad in New Zealand, born of years 
of frustration built up during decades 
of stifling over-regulation implement- 
ed by old men with rigid minds. The 
new cabinet has demonstrated that itis 
made up of pragmatic technocrats un- 
inhibited by socialist dogma; more im- 
portantly, it is young. 

Lange himself, at 41, is the country's 
youngest prime minister ever and the 
majority of his colleagues are of the 
same generation. It is also a talented 
team. The hallmark of previous New 
Zealand cabinets was a lack of educa- 
tional qualification and of overseas 
travel (John Marshall in 1972 was the 
first prime minister to boast tertiary 
education). Lange is the first with a 
university degree and his team is also 
highly educated and internationalist 

It is ironic that, as they attempt to 
make the New Zealand economy join 
the world, they should be opting out of 
the world strategically. Wellington's 
non-nuclear stance is mostly argued in 
emotional and naive terms, reflecting 


little more than a desire to protect the 
environment and to prevent New Zea- 
land from being dragged into a nuclear 
confrontation which appears to be re- 
mote and irrelevant. 

Recently in Britain, Lange actually 
said that, if New Zealand were at- 
tacked, he would look for help from 
Australia and the United States, but de- 
ploying only conventional, not nuclear 
arms. However, the perverse streak in 
the New Zealand psyche (the reverse 
side of the coin of loyal courage which 
has led to participation in far-off wars) 
could prove to be Lange's greatest 
strength in his economic campaign. 

If Washington, as appears likely, is 
determined to demonstrate that treaty 
obligations can only be shuffled off 
at some cost, then the US will be seen 
as a bullv-boy against which most 
Kiwis would unite. The non-nuclear 
stance thus could become much more 
than a bone thrown to Lange's own 
Labour Party leftwingers and to the 
trade union movement in return for 
their reluctant acquiescence in his eco- 
nomic strategy; it could become a uni- 
fying factor which would increase his 
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Ahi as one of his cabinet colleagues 
said: “What would the US prefer: a 
bankrupt ally, or a New Zealand which 
denies its ports to occasional visits by 
US naval vessels, but which has got its 
economy right? Does it want a New 
Zealand which, for political reasons, is 
unable to pursue it$ economic policies 
and which cannot afford to purchase 
conventional military equipment or 
ships capable of taking part in Anzus 
exercises? Or does it want a strongly 
pro-American country with a healthy 
economy able to plav its full part in 
Anzus [the Australia, New Zealand 
and US defence treaty], albeit in a con- 
ventional role only?" 


hile many of New Zealand's busi- 

ness leaders deprecate Lange's 
non-nuclear stance and worry about 
the inevitable damage it will do to the 
whole gamut of New Zealand—US rela- 
tions, there is still a sense of pride in 
the political courage it required, as 
well as fury that the able professional 
diplomats in the American Embassy in 
Wellington were apparently unable to 
communicate the mood of the New 
Zealand electorate on the nuclear issue 
either to their own ambassador or, via 
the State Department, to the White 
House. For the rest, and especially for 
his economic policies, Lange has the 


business community's support. 
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UYING UP THE FARM 


y Hamish McDonald in Sydney 
A slightly passe joke in Australia 
MA asks the difference between the 
movie character ET and a New 
_ Zealander. Answer: ET went home. 


tariffs will be har- 
monised. 

The thorniest 
problem so far has 
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And that is what will 
count over the months to 
come. They are busy ex- 
ploring the opportuni- 
ties in Australia creat- 
ed by the agreement 
to implement a closer 
economic relationship 
across the Tasman Sea, 
though naturally worri- 
ed that devaluation has 
left New Zealand firms 
ripe for Australian pick- 
ing. Increasingly, thev 
are looking further 
afield. Minister of 
Overseas Trade and 
Marketing Mike: Moore 
is typical of the new 
bustling,  get-up-and- 
go spirit. He has led 
teams of would-be New 
Zealand exporters and 
potential investors to 
Australia, to Europe 
and Britain, to Japan 
and South Korea, to 
China and shortly will 
take a group of more 
than 100 around the 
capitals of Asean. 

Despite devaluation 
and the attraction of 






















New Zealand exports; Moore: 
exploring opportunities. 





have already expanded 
operations into Asia, 
such as the Australia- 
based ANZ Banking 
Group (which last 
year acquired Britain's 
Grindlays Bank giving 











it an Asian branch net- 
work at one stroke), 
Watties (a subsidiary of 
the Goodman Group, 
mostly food processing 
in Southeast Asia), McConnell Dowell 
(geo-thermal power in Indonesia and 
other civil engineering projects in 
Hongkong, Singapore and Malaysia) 
and Ron Brierley's Industrial Equity 
(Pacific), the wheeler-dealer take- 
over specialist which has found the 
Hongkong environment much to its 
liking. 


Australia as a neigh- 
bouring known factor, it 
seems likely others will 
follow those firms which 





ypically, Moore is defensive about 

using a New Zealand Air Force air- 
craft for his trade missions, arguing 
that it not only saves money but that 
the team spirit created by the mission 
travelling together plus the "flying 
tutorials" as the members engage in 
mutual debriefing on board, more than 
justify the mode of transport. 

But what do those on board have to 
export in addition to the traditional 
products — dominated by wool, lamb, 
mutton, beef, dairy and forestry pro- 
ducts? Despite the vaunted efficiency 
of the New Zealand farmer, a great 
deal of upgrading of such products is 
possible, though the powerful produce 
boards are yet to be entirely convinced. 
These bodies not only control the ex- 
port trade in meat, dairy products, 
wool, orchard fruits and so on, but fix 
prices, negotiate freight and insurance 
rates, provide storage facilities and 
generally control production. 

Apart from some superannuated 
politicians, the boards are largely 
under the control of farmers, and are 
remarkable for the lack of marketing 
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The Hotel with a hot water 
maker in every room, with Tea, 
Coffee and even Instant Chicken 
Noodle Soup! All compliments of 
the The New Otani Singapore. 

A small thing but it's special, for 
the traveller who has just arrived, 
or the guest with that urge to get 
up at 4 a.m. to do his paper work. 
The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 
Single Room from approximately 
US$79. 

Double Room from approximately 
USS$84. 


For reservations, please call your 
travel agent or any Utell Office 
in your city. 


Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 


For reservations and information, please contact 
The New Otani International Sales Offices: tn 
the United States (800)421-8795 Toll-Free. 
California (800)252-0197. Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. int'l 
Airlines or Travel Agents throughout the world. 
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production, often for its own sake, re- 
gardless of demand or price levels 
overseas. The cost-plus mentality is 
alive and well in the rural areas, where 


farmers expect to roll up to the pur- 


chasing agents with their latest crop, 
and to get the price they ask. 
But times are changing even in such 


= bastions of subsidised protectionism. 


Steps are being taken to breed lean 
lamb, minus the fat apparently be- 
loved of the British housewife, which 
should bring further sales to the 
growth markets of the US, continental 
Europe, Japan and the Middle East, 


while efforts are being made to raise 


the average annual production of 0.8 


_ lamb a ewe. Sheep and beef farmers 


are looking at other options, particu- 
larly to the farming of deer for the 
growing venison market, and goats. 
Farmers also want to improve their 
role as East Asia's market gardeners by 
producing more apples, oranges, pears, 
strawberries, kiwi fruit, asparagus and 


other high-return fruits and vegeta- 


bles for export (overseas sales of hor- 
ticultural exports have grown by 25% 


— ayearin value during the past decade). 


Although there is an increased 
awareness of the need for market intel- 
ligence to enable the farmer to produce 
what will sell competitively in over- 
seas markets, the new generation has 





yet to take over the produce boards. 
But times are changing, even down on 
the farm — as can be seen in the grow- 
ing numbers of French, Italian, Chi- 
nese and Vietnamese restaurants to be 
found in the towns and cities. Over the 
past few years, New Zealand's vine- 
yards have dramatically upgraded the 
quality of their wines and, whereas a 
decade ago it was difficult to find a 
New Zealand cheese that was not 
cheddar, there is now a growing range, 
including brie, blue and camembert. 
New Zealand's already-efficient 
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tastes and to measures, as in Europe, to 
deny them access to traditional mar- 
kets. The dismantling of New Zea- 
land's protectionist barriers could help 
them acquire an even sharper competi- 
tive edge by reducing the cost of their 
agricultural inputs. 

Even on the industrial front, where 
the traditional manufacturers — in 
ship-building, engineering, printing 
and brewing — stand to be hardest hit 


rea 


by the withdrawal of import licences 


and export incentives, there is op- 
timism, partly based on plans to in- 
crease the value-added to local pro- 
duce (by making carpets out of New 
Zealand wool and furniture out of New 
Zealand timber and so on) and partly 
on the prospects for certain products 
which are already finding gaps in over- 
seas markets, such as hand-held 
radios, car radios, digital petrol 
pumps, sensors to measure the fat con- 
tent of animals, *black boxes" for rail- 
way engines, micro-chip ear-tags (to 
monitor the movement of herds), elec- 
tronically controlled fencing and so on. 


ore threatening to the new econo- 

mic policies than the reservations 
of those farmers and industrialists who 
benefited most from protectionism, are 
those of the trade unions, another sec- 
tor where the younger generation has 
yet to take over. For the moment, the 





The Saudi Arabia National Guard is 
implementing continuous operations for the 
modernisation and development of its 
Nationwide Communications System. 


In order to determine companies and corporations 
of international repute capable of constructing 
and modernising the communications systems, it 3. 
invites such organisations to submit details 
describing their capabilities. 


So that the qualification process is carried out 
correctly, it is necessary to submit the 
ollowing information: 


SAUDI ARABIA NATIONAL GUARD 


Aninvitation for Qualification 
in Communication Systems. 


the company. 





1. Registered name and address of company, history, 
management structure and organisation, scope of 
products and services currently provided. 


. Summary of relevant contracts with brief details 
of product or system installed together with name 
and location of purchasing administration. 


Registration authority and standard to which 
quality assurance organisation complies viz 
NATO AQAP 1, 4 or 9, United Kingdom DEF 
STAN 05-21, 24 or 29, USA MIL-Q-9858 or 
MIL-1-45208 or National Equivalents. 


. Statement showing the financial position of 


All information will be treated in the strictest confidence, 
Information and support documentation to be submitted to the following address: 


Director of Signes Headquarters National Guard 


Khurais Roa 


e 


Gal aa a Li a 


136 





Riyadh, Kingdom of Saudi Arabia 
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ference tole a new system for 
settling wage disputes, involving 
tripartite bargaining among the 
unions, the employers and the govern- 
ment. The unexpected survival of last 
year's economic impetus reduced un- 
employment levels to 6.7% and it ap- 
pears likely that the unions will accept 
a real drop in wages and stick to the 
idelines of 7% increases in wages 
uring the current round of negotia- 
tions. The first real crunch will come 
as the new round begins later this 
year. 

The cloth-capped mentality (largely 
a British import) still prevails among 
the union leadership, which has more 
than its fair share of communists and 
other Marxist activists. Even Rob 
Campbell, who as secretary of the dis- 
tribution workers' union is representa- 
tive of the young, up-and-coming 
union leadership, is wedded to the 
maintenance of the rigid, historical re- 
lativities or “differentials” in wages, 
and is unenthusiastic about settle- 
ments containing productivity clauses. 
He feels that the head of steam for the 
new economic package is largely arti- 
ficial, a product of the frustration of 
the Muldoon years. He predicts that, 
just as the workers’ acquiescence will 
end as the real value of their wages 
contracts, the zeal of businessmen will 
wane as restructuring starts to bite. 

The new government is faced with an 
enormous task. It must pray that the 
ambitious “big-is-beautiful” projects 
of the Muldoon era will start to pay off, 
that all major sectors of the economy 
will learn new lessons — that they 
must come to terms with the rest of the 
world, now that the protective hedge 
around the country has been cut down 
— and that foreign investors will be 
quick to bring capital and expertise. 

Apart from more-sophisticated pro- 
cessing of New Zealand products, the 
tourist industry, which suffers from a 
dearth of hotels and resort accommo- 
dation, is crying out for development. 
Today only the geriatric passengers on 
board the growing number of visiting 
cruise ships, can benefit from the 
country’s bargain prices and its unique 
holiday attractions. 

A new elan has been created. If it can 
be maintained for the two or three 
years needed for the economic reforms 
to take effect, there is a good chance 
that a newly competitive New Zealand 
— as lean as its new breed of lambs — 
will emerge. 

Finance Minister Douglas is op- 
timistic. “These days there is a feeling 
that there is an opportunity of making 
something happen, to start to change 
the face of New Zealand. The young 
people are anxious to give it a crack.” 
A bit of luck would help. The protec- 
tive fleece has been removed; it re- 
mains to be seen whether God will 
eus the wind to the shorn lamb. 

— DEREK DAVIES 


FAR EASTERN ECONOMIC REVIEW e 21 MARCH 1985 


Lote aen: cra 





. 


#ysian airline system =m KES] 


AVIATION 


lid SI I eee 





MAS Boeing 737s: grounding the oppositic ; 





Discrimination cloud 


The introduction of an apparently minor budget measure 
in Malaysia is turning into a major issue for airlines 


By James Clad in Kuala Lumpur 


minor Malaysian tax measure 

quietly introduced in October 1984 
has led to a major row between Malay- 
sia and foreign airlines. The disputed 
tax exemption, described by Finance 
Minister Daim  Zainuddin as a 
“sovereign right” but by his critics as 
“discriminatory,” has cast a cloud over 
bilaterial air talks with Britain, West 
Germany and Japan. 

The problem arose when Daim intro- 
duced changes to restrict a tax deduc- 
tion hitherto available to employers 
giving employees free once-a-yvear 
overseas travel. The exemption 
applied to free travel offered as part of 
employees’ work benefits or incentives 
— a major drawing card for both ex- 
patriates and Malaysian citizens at the 
top end of the job market. After the 19 
October budget, however, an emplover 
could write off this travel only if the 
employees flew on the national airline, 
Malaysian Airline System (MAS) or 
booked their travel to non-MAS desti- 
nations through the national carrier. 
Foreign carriers say this change 
amounts to "a discriminatory tax on 
Malaysian tax-payers who travel by 
foreign airlines," and that it breaches 
"free and equal opportunity" clauses 
in markets covered by Malaysia's vari- 
ous bilateral air-services agreements 

Ten of their parent governments pri- 
vately protested to the Malaysian Gov- 
ernment in December and the Kuala 


| 
| 


Lumpur-based Board of Airlines Rep- | 


resentatives (BAR — which includes all 
foreign carriers) wrote to Daim and to 
other ministers. But the airlines’ back- 
room grumbling got them nowhere: 
after inconclusive discussions in 
January with the Finance Ministry 


(“the Foreign and Transport ministries 
have been onlookers in this affair,” one 
official noted), Daim decided not to 
budge. 

This prompted a toughly worded 
statement at the end of February from 
the 32-member BAR which said the re- 
vised tax exemption "puts foreign air- 
lines in a highly disadvantageous posi- 


tion,” adding that “considerable” 
business would now pass by the 
foreign carriers. Most estimates by 


foreign airlines put business lost at 
many millions of dollars, and one lead- 
ing European airline manager told the 
REVIEW that his company alone stood 
to "lose about M$5 million [USS$1.9 
million] this year." 

“The logical conclusion” of the re- 
stricted tax exemption is “to retard the 
growth and development of air ser- 
vices between Malaysia and other 
countries . . . airlines will naturally be 
wary of increasing flights to a country 
where the local market environment is 
perceived to be hostile," the BAR con- 
cluded 

MAS and the government behind it 
have stood firm. Daim has insisted on 
Malaysia's "sovereign right to provide 
such exemptions," pointing out that 
the government is not preventing Ma- 
lavsians from using other airlines. Of- 
ficials also stress that all other types of 
air travel business or personally fi- 
nanced — are unaffected. There is con- 
siderable dismav at the foreign car- 
riers reaction 


Differences between MAS and 
foreign airlines (and between the re- 
spective governments behind them) 


boil down to two starkly contrasting 
perceptions. The first is about Malay- 
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sia’ s obligations under various air-ser- 
vices agreements, and the second con- 
cerns its understandable desire to take 
corrective action against its disturb- 
ingly large invisible-payments deficit 
— a major component of which com- 
prises foreign travel costs. Treasury of- 
ficials privately admit that the invisi- 
bles deficit could reach at least M$11.5 
billion this year (as opposed to M$10.8 
billion estimated in October) and the 
government says more than 10% of 
this drain results from travel pay- 
ments. 

There is also the view, strongly es- 
poused by MAS chairman Datuk 
Abdul Aziz, that Malaysia must play a 
determined game to establish its na- 








Amr fall in the trade-weighted 
value of the Australian dollar has 
brought an earlier-than-expected cor- 
rective reaction to the country’s de- 
teriorating external-account position. 
The Australian currency’s decline 
against the US dollar, from around 
US$1:A$1.23 at the end of January to 
A$1.44 on 7 March, was matched by a 
fall in the trade-weighted index from 
81.3 to 70.9. 

With the current account already 
A$4.82 billion in deficit for the July- 
December first half of the fiscal year 
(ending 30 June 1985), economists 
were pointing to a blow-out in the de- 
ficit from the A$8.5 million forecast in 
last August’s budget. 

The decision of Prime Minister Bob 
Hawke's government to abandon the 
M3 (money and quasi-money) yard- 
stick for measuring monetary growth 
has raised questions in some quar- 
ters about its commitment ‘to re- 
straint and sticking to policy commit- 
ments. But Treasurer Paul Keating’s 
success in getting 16 new foreign-bank 
licences past leftwing colleagues dis- 
pelled most doubts. In an interview 
with the Review, Keating reaffirmed 
that the budget deficit for 1985-86 
would be brought below the A$6.7 bil- 
lion estimated for the current year. 

This absolute decrease would be fol- 
lowed by reductions in the deficit as a 
proportion of gross domestic product 
over the two subsequent years. The test 
of this will be in the government's abi- 
lity to make painful expenditure cuts 
by the time of the August budget, since 
an income-tax reduction effected last 
November will automatically reduce 
revenue by about A$900 million com- 
pared with this year. 

Domestic demand is running at 
higher levels than predicted only a few 
months ago, with retailers buoyed by 
strong sales over the end-of-year 
period and  savings-bank deposit 
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tional carrier in the fiercely competi- 
tive global market. To this end he has 
launched aggressive initiatives to ex- 
pand air-services agreements with 
various countries, most notably by 
seeking to add a fifth weekly MAS 
flight to London. Complicated agree- 
ments for MAS to fly a joint service 
with Northwest Orient Airlines to the 
United States via Tokyo are also being 
negotiated, as is a new air agreement 
with West Germany. 

But the tax dispute now has given 
foreign airlines a convenient delaying 
tactic. The second round of MAS-Bri- 
tish Airways working-party talks con- 
cluded recently with progress towards 
settling on common market forecasts 








Construction; Keating: reason to smile. 





growth in January its slowest in three 
years at 7.4%, which indicated an in- 
creased willingness to spend. 

Real private fixed investment, 
meanwhile, showed a 3.8% leap in the 
December quarter, compared with a 
drop of almost 3% in the previous 
quarter. Dominating these invest- 
ments were buildings and structures, 
while plant and equipment spending 
showed little change. The Master 
Builders’ Federation puts this down to 
a boom in hotel, office and factory con- 
struction plus refurbishments. Should 
business expectations be realised for 
January-June, new  fixed-capital 
spending could rise 11% for the full 
1984-85 year — in real terms, a point 
above the 5% predicted in the budget. 


he outlook for 1985-86 is even more 

encouraging, with businessmen fore- 
casting a rise of 24% in fixed capital 
outlay above the corresponding esti- 
mates they made at the start of this 
year. In effect, this could work out to 
around 10% real growth, according to 
government officials. If so, consumers 
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ECONOMIC MONITOR See AUSTRALIA 
Buoyant growth ahead 


prior to inter-governmental negotia- 
tions for a fifth weekly flight. But the 
REVIEW understands that Transport 
Minister Tan Sri Chong Hon Nyan was 
told in London at the end of February 
that all progress on this issue must 
wait until the tax row is resolved. 

It is also known that a major Euro- 
pean carrier, believed to be Lufthansa, 
has not approved a forward schedule 
of MAS flights to Frankfurt beyond in 
April — a sign of impending retaliat- 
ory action by other airlines as well, 
some sources said. Further progress on 
detailed talks to stretch MAS links to 
the US West Coast via Tokyo are also 
believed to be stalled pending resolu- 
tion of the tax row o 


and industrialists will at last be taking 
over from government and farmers (re- 
building herds after drought) to keep 
economic growth up at around 4% 
next year. 

The fall of the Australian dollar will 
give an immediate lift to exporters, 
with prices of most items set in US dol- 
lars and other foreign currencies. The 
net effect will vary, of course, with the 
degree of dependency on foreign in- 
puts and, in particular, on foreign debt 
exposure. Stockmarkets have given 
their verdict with sharp lifts in re- 
source shares. 

The biggest worry is how long this 
new degree of competitiveness can be 
maintained, given that wages are in- 
dexed to consumer price movements 
under the two-year-old accord be- 
tween the government and trade 
unions. Employer groups have argued 
for exchange-rate induced rises in the 
consumer price index (CPI) to be dis- 
counted when semi-annual national 
wage adjustments are made by the 
Commonwealth Arbitration Commis- 
sion. 

The latest decline will not be felt for 
some time, however. Wages are expect- 
ed to go up by 2.7% in the next adjust- 
ment in April, reflecting the same CPI 
movement in July-December. The dol- 
lar's fall may be felt only at the end of 
the current January-June period. As- 
suming it is sustained, the full effect 
will not be indexed into wages until 
April 1986. 

The December quarter CPI figures 
provided the best evidence that the 
government's inflation-fighting stra- 
tegy is working, and may be contribut- 
ing to faith in the wage-adjustment 
system. Prices rose by 1.4% in Oc- 
tober-December, following a 1.3% rise 
in the previous quarter. This shows the 
underly ing inflation rate to be slightly 
above 5% — nearly a percentage point 
below the 6% level forecast for 1984- 
85 by the majority of analysts, and 
bringing Australia closer to the 4% or 
so level of its major trading partners. 

— HAMISH McDONALD 
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This little Peugeot packs 


a lion’s\heart. 


A new shape- young and sporty. 
But don’t be taken in; it’s every 
bita Peugeot. Retaining Peugeot’s 
exacting standards of comfort, 
strength and reliability. Plus a 
powerful 1360cc engine that gives 
this little lion teeth; and excellent 
roadholding that will show 

the others who's King of the Road. 
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We treasure each encounter. 





Because we believe it’s destiny that we should meet 


you'll find our service quite different 
from other airlines. It's genuinely 
warm and friendly. And efficient. 

In fact, because everyone at 
China Airlines feels exactly the 
same way, you can always be sure 
that each member of our staff is 
doing their best to make your trip 


* 
an event to remember. E Y mE od] 


After all, destiny is not a thing CHINA AIRLINES 
to be taken lightly : 





Amsterdam € Bangkok € Dhahran * Dubai è Fukuoka è Hong Kong è Honolulu e 
läkarna € Jeddah € Kuala Lumpur è Kaohsung è Los Angek e Manila € ? 
e Okinawa * San Francisco * Seoul e Singapore * Tokyo e T 


Umbrellas in Taipei 


To most people, it is merely coincidence that two strangers meet and possibly allow time to pass pleasant! 
between them The Chinese helief nf Yitan Fan eclaime if ic their clactirn 


Yan from a tree? Why 
not — wood fibre is cellulose 
just like cotton. All you have to 
do is to break the wood down 
into pulp and then put it to- 
gether again as thread. 

This viscose fibre opens 
up many new possibilities. A 
single trunk of birch, spruce or maple Sera 
gives us 100 kilos of fibre. All you need Sai 
to produce enough fibre to clothe a | 
person for life is fiuc trees — and that 
includes his baby nappies, bedding and 
blankets. 

How much cotton field would you 4 
need to produce the same amount? NES 
One hectare — 21/2 acres. That area £9 
we can now use to grow food. EM. 

In the year 2000, the world will 2598288 
need 60 million tons of fibre to clothe it 28 
self. For synthetic fibres there won't be Z2 
enough oil around. Cottonfields will be EXESSES 
needed to feed hungry mouths. Every Pda 
day viscose fibres made by Kemira are @ 
becoming more important. 9 


JAAKKO LAINE, DIRECTOR, RESEARCH 
AND DEVELOPMENT, KEMIRA SATERI. 


Every tree sets free ha 





























FIBRE FROM WOOD 
Viscose fibre, made from wood, is ME 
just as good as cotton for everyday 
use. The cloth it produces feels as 
smooth as silk. Now, we in Kemira, § 
have developed the Modal Prima B 
fibre. For better comfort the fibre is $ 
crimped. The difference between 
Modal Prima and oil-based fibres is 
evident — you feel it with one touch. 
Whereas, only an expert can tell the 


an acre of cottonfield. 


4 difference between Modal Prima and 
cotton. 

All this was foretold by the press 
| during the 1889 Paris World Fair: 
Í Artif fibres invented — mankind 
saved!" 








THIS IS KEMIRA 

Kemira is a Finnish multi-pro- 
duct chemical company and one of 
the world's leading manufacturers of 
fertilizers. We want to do more than 
just sell our products: we want to cre- 
ate solutions to basic human needs. 
One way is to help increase world 
food production. 

But we are not so large as to 
overlook minor aspects of life. We 
apply our chemical ex expertise to solve 
our customers problems. € Can we 
solve your problem, too? 


Kemira Oy, Fertilizer Division: fertilizers, pesti- 
cides. Chemicals Division: industrial and 
specialty chemicals. Sdteri Division: viscose 
fibres. Mineral Chemistry Division: titanium di- 
oxide. Vihtavuori Division: explosives and safety 
equipment. Kemira Engineering: licences, engin- 
eering and equipment for the chemical industry. 
Turnover with subsidiaries: USS 1 billion. Person- 
nel: 11,000. For further information please writ 
to our President: Dr. Yrjö Pessi, Kemira ON, 
Malminkatu 30, 00100 HELSINKI, Finland. 


KA KEMIRA 


AN OF FINLAND 








It takes a special kind of knowhow 
to cultivate the perfect pearl. 


Great ideas are like pearls. In the beginning, 
they're hardly more than a seed. However, 
given the right kind of environment, 

a good idea can mature into a radiant 
reality. Much like a grain of sand can 
become the perfect pearl. 

At Epson, we know how to cultivate 
the kind of ideas that will produce prod- 
ucts people can trust. We approach every 
idea from the very beginning. We carefully 
evaluate its worth, and before proceeding 
any further, we examine its applicability. 
If we find any flaws, any imperfections, 
we stop. 

Most corporations can dream up ingeni- 
ous product concepts. But what makes 


EPSON CORPORATION: Head Office: 80 Hirooka, Shiojiri-shi, Nagano 399-07 Japan Phone: (0263) 52-2552 Telex. 3342-214 (EPSON J) 


Epson different from everyone else is 
that we create products for people. 
Almost every single feature on an Epson 
product is designed to make your life 
easier. You'll never spend weeks trying 


to figure out how an Epson product works. 


And you'll never find unnecessary gim- 
micks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 


Epson. We know the difference between 


great ideas, and great ideas that work. 








Portabie Computer PX-8 


EPSO 





EPSON ELECTRONICS (SINGAPORE) PTE. LTD.: No. ! Maritime Square, 02-19 World Trade Centre, Singapore 0409 Phone: 2786071/2 Telex: 39536 
EPSON ELECTRONICS TRADING LTD. Room 411. Tsimshatsul Centre, East Wing 66, Mody Road, Tsimshatsui. Kowloon, Hong Kong Phone: 3-694943/4, 3-7213426/7 Telex: 34714 


EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) 1-8F, KY Wealthy Bidg . 206 Nanking E. Road, Sec 2, Taipei, Taiwan ROC 


Phone: (02) 536-4339, 551-6248/9 Telex. 24444 
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The Mandar In Singapore and ensure your copy each week. 


FarEasternEconomie 


JETSPEEDED RATES 





Country | 6months | 1 year 
inta US$64 0l 
Indonesia US$19 00 US$64 00 





Japan v6 500 00 v21 500 00 
Malaysia M$125 0% 
T S864 00 
Pakistan Rs 720.00 
The majestic Mandarin Singapore, with its diverse range of dining, T — EE = — 
* * . . t ore ` 
entertainment and recreational outlets, is located in the heart of the a YET 
main shopping and tourist district along fashionable Orchard Resto Asia US$64 00 
Road, next to a cinema and bowling alley. Just 30 minutes’ — — 
4 : : Per wee ECC. A$22 00 A$40 00 A$73 00 
drive by taxi from the airport and 10 minutes' drive from the Nz$2600 | Nz$4750 | _NZ$87.00 


banking and commercial district and harbour. Ewope, Aiea £50 00 


| 
~ TTE. | Central 4 s à 
General Facilities | South Amenca — 
e 1200 Rooms * 5 Restaurants * Nightclub * Disco Club 


e 5 Cocktail Lounges * 24-hour Coffeeshop * Shopping Arcade 
* Airline Offices * Bank ¢ Travel Agent and Car Rental Counters 
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* Medical Clinic ¢ Hairdressing Salon * 24-hour Room Service | 3months | 6months | 
e Laundry and Valet Service M 
Mandarin Recreation & Health Centre | 
e Gymnasium * Massage * Steam & Sauna Baths ¢ Hydro-pool 
* Tennis © Squash © Swimming Pool è Golf and Aquatic Sports | 
can be arranged . . , plus the Asia Yearbook 
Conference & Banquet Facilities rss de - Monde ss yor Review 
e Pillarless Ballroom (for 1200 persons) * Meeting/ Exhibition/ es cator halon rd ae Mc qe 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- Yearbook. It gives you Asia minus the mystery. 
visual Equipment * Executive & Secretarial Services Asia fever ang kom Francie easi ira 
* Foreign Interpreters and Guide Service Politics and Social Affairs. The only single 
medium of its kind. 
For reservations, please call your travel agent or: | 
* LEADING HOTELS OF THE WORLD the equivalent in local currency). Add the 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 Yearbook cost to your subscription rate shown 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 ome send ihe tote, with he completed 
Singapore (65) 737-9955 | 
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In the tradition of emperors. 
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ij TRIUMPH BUILDING, 1610 QUEZON AVE., QUEZON CITY, PHILIPPINES 





CALL: z 
99-05-17 e 96-21-13 SY 


r TUM En a E 
99-08-54 @ 97-42-44 7 7 "7 
HONG KONG REPRESENTATIVE OFFICE: A MA 
17/F CMA Building, | res ^ = 
64-68 Connaught Road Central, —-—-— BR 06 
Hong Kong. 
Telephone: 5-414766 


5-414767 
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FABRICATORS e MANUFACTURERS 
ENGINEERING è DESIGNING @ CONSTRUCTING 


e MACHINERY AND EQUIPMENT FABRICATION 
FOR CEMENT PLANT, FEED MILL PLANT, 
STEEL ROLLING MILL PLANT AND OTHER 
INDUSTRIAL PLANTS. 


e Z-FRAME RIGID STRUCTURES FOR 
WAREHOUSES, FACTORIES, GARAGE, 
MARKETS, SCHOOL BUILDINGS AND ARCADES. 


e HIGHWAY GUARDRAILS, STEEL BARS, 
DRILL PRESS, SOLAR HEATER. 











Fu-dogs, 19th century China. Stylized lions often placed at the entrance of homes or sacred buildings. 





Report from 
Number One Wall Street 





The art of personal banking. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, which has served individuals of means for more than 
130 years. 

Our method is to practice the art of personal financial manage- 
ment, as well as the science. Which means that we recognize the 
individual needs of each client, then orchestrate a wide range of 
products and services to meet those needs. In personal banking. 
investment management and fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel- 
bourne, Singapore, Taipei, Tokyo, London and New York. 


Irving Trust 
Unique. Worldwide. 
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€ WATCHING the Malaysian Gov- 
ernment working to revive Kuala 
Lumpur’s share market, reminds 
Shroff of pumping up a balloon that 
has lost a lot of air. So anxious is Fi- 
nance Minister Daim Zainuddin to 
see the balloon ascend once more 
that, last year, he blessed moves to 
ease strict scrip-delivery and trans- 
action-settlement dates while twist- 
ing the central bank’s arm to allow 
the commercial banks to give extra 
millions to finance share buying. 
More recently (REVIEW, 7 Mar.) he 
clamped down on a favourite insid- 
ers’ delight: from 18 February, he has 
banned all new listings on the Kuala 
Lumpur Stock Exchange (KLSE) 
until enough money starts chasing 
existing counters to perk up. the 
bourse. 

In the absence of a traditional 
Lunar New Year rally, Daim’s latest 
move did the trick — for a few days. 
Wall Street has been upbeat and local 
conditions are good: political issues 
dragging down sentiment last year 
(such as the Malaysian Chinese As- 
sociation’s leadership crisis or rows 
of one kind or another over Chinese 
ethnic issues) have been resolved. 
Meanwhile, a widely perceived pre- 
election phase and Daim's reputation 
as a "businessman's finance minis- 
ter" also have generated good vibes. 

But some cynics darkly suppose 
that the real reason behind the offi- 
cial push-and-shove is to lift values 
enough to allow offloading of stocks 
bought at earlier unreasonably high 
prices. Some mutter in Shroff's ear 
that bumiputra equity corporations 
stuck with unit-trust payout prom- 
ises also have shares they would like 
to sell, maybe even need to sell — if 
and when the market moves up. 
These doubters may have a point; but 
they also forget what a tremendous 
capital-raising potential a vibrant 
market has, a function more impor- 
tant than ever now that both public- 
sector capital formation and govern- 
ment willingness to borrow have 
waned. 

At the risk of seeming naive, Shroff 
sees behind the new-listings freeze a 
real effort to guide speculative ener- 
gies rather deftly into that magical 
terrain where share prices reflect 
fundamentals rather more than, say, 
anticipatory discounting of good 
half-year earnings of plantation list- 
ings. Daim wants what money is 
available (it has been a scarce com- 
modity in Malaysia during the past 
six months) to chase existing listings, 


good or bad, until the smart dollars | managed, can be bought for a song. like. | 


‘AR EASTERN ECONOMIC REVIEW e 21 MARCH 1985 


-— PT IT 5 o> i a 





begin to drift away from newly 
traded wonders that sit on precious 
little asset backing and on even less 
earnings potential. There is even 
some sign that this is happening: 
Shroff has watched a few construc- 
tion-based new listings being traded 
lately at below-par values — a rare 
occurrence in this bazaar and a sign, 
perhaps, that fundamentals catch up 
sooner or later. 

But the real difficulty in keeping 
air in the balloon — as one shrewd 
(and senior) merchant banker told 
Shroff the other day — comes from 
“asking the share market to be 
buoyant when the all-important ex- 
port sector, while not exactly stag- 
nant, is not jumping at anything like 
the pace it showed this time last 
year.” In no single industry can re- 
turns be likened to the wave of money 
washing the market last year, and the 


economy is unmistakably slowing 
down. In this environment, Shroff is 
not surprised that money still gallops 
after a narrow range of speculative 
counters, even after Daim has set op- 
timum numbers on the stable. 

€ AGAIN at the risk of naivety, 
Shroff looks to this resource-rich 
country with its persistent business 
confidence to overcome the over-val- 
ued state into which the KLSE has 
moved. For starters, even the giddy- 
ing plunge of commodity prices since 
last year (following equally stomach- 
churning price rises) has not stopped 
mainstays such as palm oil from con- 
tinuing to pull in profits that (on 
strict unit-cost calculations, without 
depreciation) still exceed costs by 
nearly 200%. Yet shares in most 
plantation listings, even the best 


ntals of market life 





Secondly, Shroff sees Daim as 
quite serious about lifting brokerage 
professionalism at the bourse by call- 
ing in, if need be, merchant banks 
(some of which havealready acquired 
interests in local sharebroking firms) 
and even overseas brokerage houses. 

And finally, even the KLSE's short 
history shows (as one analyst in Ma- 
laysia said at the end of February) 


| “that a bear market normally will not 





last more than 18 months... the local 
bourse has already been in an easier 
phase for about a year and therefore 
... Selective accumulation of good is- 
sues should be undertaken at this 
juncture." *Forget the junk, stick to 
fundamentals and ride the next set of 
high waves on a solid surfboard,” 
might do as Shroff's motto while 
applauding Daim's intent and ac- 
tions. 

e LOOKING at less propitious moves 
by the authorities, 
Shroff can only 
wonder at the ap- 
parent lack of fore- 
sight behind the 
government's intro- 
duction in the last 
budget of a tax 
measure laudibly 
designed to nail 
companies which 
try to avoid capital 
gains tax by trans- 
ferring shares. From 
the end of October 
last year, all land- 


based companies 
transferring more 
than M$1 million 
(US$384,615) in 
shares have be- 
come liable for 


105 tax on the transaction. 

Which seems fine — until the im- 
plications come to light. First of all, 
the government's definition of a 
land-based company is so elastic that 
even a firm holding just one sharein a 
property-based company’s sub- 
sidiary apparently can be caught. 
Secondly, the measure could be hav- 
ing quite an unexpected dampening 
effect on restructuring exercises 
an all-important dimension to Ma- 
laysia's most fundamental business 
feature, the New Economic Policy 
which hinges on pulling more Malays 
into corporate ownership. Not last 
are objections Shroff hears from ac- 
countant friends, who lambast the 
tax for its open invitation to trick- 
ery — for example, under-valuing 
shares, multiple transactions and the 
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A new unit for Shenzhen may be merely another variable 
in the zone's already-confusing monetary equation 


By Paul Sillitoe and Robert Delfs in Hongkong 


|: appears likely that China will 
go ahead with the issue of a separate 
currency for Shenzhen, the biggest and 
most important of its special economic 
zones (SEZs), in an attempt to replace 
the three currencies circulating there 
and to eradicate black markets. How- 
ever, the timing of the proposed issue is 


— likely to be later than Shenzhen offi- 


- eials have suggested recently. There 
are even greater doubts whether the 


new currency is necessary or will ac- 
tually work. 

A Peking spokesman for the People's 
Bank of China — which would issue 
the proposed currency — said in early 
March that a final decision had yet to 
be reached on the proposal. This state- 
ment contrasts with the more positive 
line taken by Shenzhen officials, who 
in the past have suggested the new 
money might be issued as early as mid- 
B (In late February, Shenzhen 

ayor Liang Xiang said Peking had 
decided to go ahead with the new cur- 
rency.) 

Bankers here who are regularly in 
contact with Chinese institutions say 
the Shenzhen currency issue will fol- 
low completion of the SEZ's "second 
border" — a fence separating the zone 
from the rest of China. This, they say, 
puts it around September at the ear- 
liest. They also told the REVIEW that the 
new currency will replace all existing 
currencies in circulation in Shenzhen. 

At present, renminbi, foreign-ex- 
change certificates (FECs — China's 
currency for foreigners) and Hongkong 
dollars all are routinely used in the 
zone. Naturally, Hongkong dollars, 
being convertible, are favoured. This 
has given rise to an embarrassing situ- 
ation for Peking, with Shenzhen trad- 
ers encouraging settlement in Hong- 
kong currency and discouraging the 
use of renminbi, the national currency. 
Moreover, a substantial black market 
has sprung up as all concerned — both 
foreigners and Chinese — prefer to 
hold as much liquidity as possible in 
Hongkong or US dollars, rather than 
inconvertible — and depreciating — 
renminbi. 

Bankers in Hongkong say the new 
currency would be pegged to a broad 
basket of currencies. It would be 
backed by China's foreign-exchange 
reserves and issued solely by the Peo- 
ples Bank. The Shenzhen branch of 
the People's Bank would become, in ef- 
fect, a sort of central bank for the issue. 

However, there is considerable scep- 
ticism about the proposed Shenzhen 
currency among Hongkong and foreign 
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businessmen who fear it will merely 
add yet another tier to China's confus- 
ing currency black markets — a prob- 
lem by no means limited to Shenzhen. 
A number of compatriot economists 
and bankers are known to have ad- 
vised against the plan, the need for 
which is seen as largely political. Issu- 
ing another currency is no more likely 
to curb the demand for foreign curren- 
cies in China than did the FEC, it is 
contended. Foreign currency gives ac- 
cess to foreign goods, the entry of 
which into China is restricted by 
methods other than price. 

The solution would be to make the 
renminbi freely convertible, but that is 
not in prospect. For all its progress to- 
wards free markets, China wants to use 
its foreign exchange mainly for invest- 
ment goods, rather than to stimulate 
the flood of consumer imports that 
would follow a free market in renmin- 
bi. There is a strong argument for al- 
lowing the Hongkong dollar to be- 
come, in effect, Shenzhen's main cur- 
rency, reflecting the zone's increasing 
integration into Hongkong's economy. 
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the Hongkong dollar, in the same way 


as the Macau pataca is effectively peg- 
ged to it; (The Macau currency is used 

or many cash transactions but Hong- 
kong dollarsvare the Portuguese-ad- 
ministered territory's norm for com- 
mercial transactions.) 

One argument for the Shenzhen cur- 
rency plan’ may have been that the 
Bank of China (BoC) wishes to experi- 
ment with a convertible currency be- 
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Assigning the blame 


Taiwan's economics minister quits over the Tenth Credit 
affair, and his departure may not be the last 


By Carl Goldstein in Taipei 


conomics Minister Hsu Li-teh has 

become the first political casualty 
of the Tenth Credit financial scandal, 
resigning his position under pressure 
on 11 March. In hisletter of resignation 
to Premier Yu Kuo-hwa, Hsu accepted 
"moral responsibility" for the finan- 
cial crisis that has rocked the Taiwan 
banking system and threatens to bring 
about the ruin of Taiwan's second- 
largest financial conglomerate, the 
Tsai family’s Cathay group. Vice- 
Minister Li Mo was appointed acting 
head of the Ministry of Economic Af- 
fairs (MoEA). 

‘The Kuomintang’s (KMT) Central 
Committee has recommended that 
Chinese Petroleum Corp. (CPC) chair- 
man T. H. Lee become the new econo- 
mics minister. Executive Yuan ap- 
proval is a formality. Lee has been with 
the government-owned CPC for almost 
40 years and became chairman in 1982. 
One of the reasons for his selection to 
the new post is said to be the govern- 


ment's desire to further shake up the 
state corporations, several of which 
have been long-term money losers. 

Since the Ministry of Finance (MoF) 
suspended loan operations at Tenth 
Credit Cooperative early last month, 
followed by the takeover of the credit 
union by the government-owned 
Taiwan Cooperative Bank, the shock 
waves have spread widely through the 
Cathay group and beyond (REVIEW, 7 
Mar. and 14 Mar.) Tsai Chen-chou, 
Tenth Credit's chairman; Tsai Wan- 
chun (the now-bedridden founder of 
the family fortune), and 27 other top 
officers of the bank and Cathay Plastic 
have been charged with fraud, forgery 
and other offences in connection with 
NT$7.8 billion (US$198.9 million) in 
illegal loans by Tenth Credit. 

Much of that money is thought to 
have been diverted to other Cathay 
group enterprises, particularly Cathay 
Plastic, by using employees' names to 
obtain illegal loans from Tenth Credit 
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the FEC, which is nominally ec 
value to the renminbi), the, proposed 


Shenzhen’ unit would: be. valued 
against a currency basket' and freely 
convertible to foreign currencies — but 
not convertible with the national cur- 
rency. I! bates: 
Bank authorities may believe: they 
can tolerate and more easily control 
black-market exchanges between a 
Chinese-issued Shenzhen: currency 
and the renminbi rather than the pre- 


— which, by law, may only lend to in- 
dividuals. Cathay Plastic has sus- 
pended operations and is on the verge 
of bankruptcy. Although the MoEA 
had said it might take over the com- 
pany, a ministry source says that the 
whole operation might be *too far gone 
Lo save." 

The crisis at Tenth Credit spread 
rapidly to Cathay Investment and 
Trust Co, owned by Chen-chou's 
brother, Tsai Chen-nan. Because the 
public views the Cathay group as a 
single unit, though it was broken up 
into four, legally separate parts in 
1979, Cathay Trust experienced a seri- 
dus run on deposits that was only stem- 
med when three government-owned 
banks took it over on 4 March. Most re- 
cently, the Cathay Lin Yuan group, 
owned by the two brothers' uncle, Tsai 
Wan-lin, is known to be experiencing 
serious liquidity problems as commer- 
"ial paper holders, primarily banks, 
ire cashing in their claims. The Lin 
Yuan group includes Cathay Construc- 
ion and Cathay Life Insurance. 


A number of major companies out- 
side the Cathay group experienced 
emporary difficulties when employ- 
'es and outside individuals who had 
ent money to the companies de- 
nanded their money back because of 
ears aroused by the crisis in the 
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c and renminbi. If the experi- 
ment succeeds, it could be extended to 
other economic zones and coastal 
areas, either by expanding the geogra- 
phical scope of the Shenzhen currency 
or by issuing new local convertible 
notes. 

But many facets of the proposed con- 
vertible Shenzhen currency and how 
the conversion would take place, re- 
main unclear. If the unit is to replace 
all other currencies now used in the 
zone, including the renminbi, what of 
residents' current renminbi savings? 
The BoC is loosening restrictions on 
foreign-exchange accounts in other 
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Introducing two new investment 
opportunities specially designed for 
non-residents of the U.K. 
International Investment Expertise 

Premium Life have teamed up with 
leading international investment 
group GT Management to give the 
expatriate investor the opportunity 
to take advantage of proven inter- 


regular savings and lump sum invest- 
ment. 

The GT Group will provide the 
investment expertise for a range of 11 
Funds including the new GT 
International Managed Fund. 

They are widely regarded as one of 
the most successful international 
management teams in the world with 
funds under management of £2 
billion and fully staffed offices in 
London, Hong Kong, San Francisco 
and Tokyo. 


Favourable Tax Situation 
The investment benefits are 


To: Giles Wareham LLB. Premium Life International Ltd.. 
Berthelot House, 5 Berthelot Street, St. Peter Port, Guern 


Please tell me more about Premium Life 
national 
"Tax Notes kor UK. Eepatrietey. 


lam interested in: 
i Capital Investment for... . . years. Amount to be invested . . . 


Name(Mr/Mrs/Miss). s. ooon ooon reenen EI e 
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REWARDS FOR EXPATS 


national investment expertise for both 
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sey, 
Channel Islands. Telephone No. (0481) 26618 Telex 4191129 


and how I can benefit from tax free growth and inter- — 
can tax proven > 
l investment Please send me a copy of 


i Regular Savingsfor. .. .. . years, Amount to be saved each year. 
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If the new unit is not to be converti- 
ble to the renminbi, how will transac- 
tions by SEZ enterprises which pur- 
chase raw materials ahd equipment or 
sell their products elsewhere in China 
be handled? If it is to be convertible to 
the renminbi, how will the rate of ex- 
change between the Shenzhen unit 
and the renminbi be set? Until these 
and other questions are answered, 
what a new Shenzhen currency really 
means in practice must remain a mys- 
tery. A Shenzhen unit would succeed 
in supplanting the. Hongkong dollar 
only if it is accepted by the rest of 
China, and by Hongkong, as being of 
equivalent worth and convertibility. 9 








further enhanced by the favourable 
tax situation and political stability of 
Guernsey. 
Flexibility 

You can take out a contract in 
either sterling or dollars. Special 
features of these new contracts allow 
a high degree of flexibility in how the 
plans can be used and adapted to 
your changing financial needs. The 
plans can also be favourably adapted 
to give substantial tax advantages 


should you decide to return to the 
U.K. 
Financial Strength 

The assets of the shareholding 


groups of Premium Life at December 
1984 exceeded £30,000 million. 


Free ‘Tax Notes’ 

To find out how you can benefit 
from these new plans and to receive a 
copy of ‘Tax Notes for U.K. 
Expatriates’, simply complete the 
coupon or contact us by telephone or 
telex. 
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among these companies, but that ` he 
were able to draw upon bank credits to 
take care of the problem. It is very 
common (and eritirely: legal) for com- 
panies in Taiwan to borrow money pri- 
vatelv in this fashion. Tight credit 
policies in the banking sector have 
created huge unorganised money mar- 
kets that provide up to 35% of com- 
panies' total capital requirements, ac- 
cording to studies. 

The problems at Tenth Credit and 
Tsai Chen-chou's Cathay Plastic group 
have been known by the government 
for years, but effective measures were 
never taken to enforce change. Before 
he was named to the economics post 
last June, Hsu had been finance minis- 
ter, with direct responsibility for the 
banking system. Since the exposure of 
the problems at Tenth Credit, pressure 
on him had been building, as three 
members of the Control Yuan 
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Credit scandal. Numerous legislators 
issued calls for his resignation, which 
were widely echoed in the local press. 
Thus, Hsu's resignation came as no 
surprise, but the timing caught many 
people off-guard. A few days earlier, 
Ma Soo-lay, the new secretary-general 
of the KMT, had warned the Control 
Yuan team not to issue a report until 
the highest authorities had a chance to 
deal with the problem. At the same 
time, the party's cultural affairs com- 
mittee, which handles the direction of 
media affairs, directed newspaper 
publishers not to play up theattacks on 
Hsu, according to local press sources. 
As a result, observers had thought that 
Hsu would allow a decent interval to 
pass, then bow out. 
It now seems likely that Hsu's head 
will not be the only one to roll. Current 
Finance Minister Loh Jun-kang, for- 
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t the MoF, is thou ght to be at | 
um ) or of low -level officials 
duod ge ted a six- 

member MoF te whichshas been 
posted at Tenth Credit since 1983, os- 
tensibly to oversee its loan operations. 
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B ut Hsu's resignation has not quiet- 
ened the rumblings in the finan- 
cial community. Sources in the MoF 
and bankers said that Yu also bears di- 
rect responsibility for the Tenth Credit 
crisis. In 1983, he overruled a recom- 
mendation by the MoF's Department 
of Monetary. Affairs to take over the 
management of Tenth Credit and 
punish Tsai Chen-chou and other bank 
officers for improper lending prac- 
tices. At that time, Yu was governor of 
the Central Bank of China. But due to 
his long-standing role as confidant and 
financial manager to President Chiang 
Ching-kuo, and before that Chiang 
Kai-shek, Yu has long held a pre-emi- 
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Change of direction 


Enrique Zobel ends his stormy relationship with the Ayala 
group and sets his sights on ventures in Southeast Asia 


By Guy Sacerdoti in Manila 


he announcement by Bank of the 
Philippine Islands (BPI) chairman 
Enrique Zobel that he is retiring from 
the bank two years early completes the 
management split between Ayala 
Corp. interests and Zobel — a split 


which began with the boardroom | 


squabble at San Miguel Corp. in early 
1983 (Review, 10 Feb. '83). More im- 
portantly, it has finalised the new 
thrust of Zobel’s own investments 
away from the Philippines (for the time 
being) and into other parts of the 
Asean region. 

The 11 March announcement of 
Zobel's appointment as chairman of a 
Brunei-based bank, The Island Deve- 
lopment Bank (IDB), and of a new 50- 
50 joint venture between the United 
States-based Merrill Lynch and Co. 
and Zobel's Ayala International Hold- 
ings (AIH) create the vehicles for him 
to develop multinational interests 
while maintaining his Ayala Interna- 
tional flagship in Manila. The new ven- 
ture, based in Singapore, will be called 
Merrill Lynch Ayala International 
(MLATI). 

In the wake of his failure to win con- 
trol of San Miguel, Zobel was replaced 
in 1983 as chairman of Ayala Corp. by 
his cousin, Jaime Zobel de Ayala, but 
stayed on as head of BPI. He also 
bought AIH from Ayala Corp. for 
about P200 million (US$11.8 million). 
Informed sources told the REVIEW that 
Zobel's decision to leave BPI stemmed 
as much from his desire to expand his 
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regional base as from disagreements 
within BPI's board. 

Although BPI, which is the country's 
oldest bank (established in 1851) and 
the second-largest private commercial 
bank with assets of P21 billion, has 
prospered despite the economic crisis 
because of its strength and the transfer 
to it of deposits from troubled local 
commercial banks, disputes developed 
among board members over BPI's out- 
look for 1985. 

Sources say Zobel wanted to limit 
profits for the year and help the 
struggling economy by cutting loan 
margins and supporting the agricul- 
tural sector. Foreign partner Morgan 
Guaranty ‘Trust 
Co. of the US 
(which owns 20% 
and has three of 
the eight board 
seats) wanted to 
maximise pro- 
fits. The Roman 
Catholic Church, 
whose interests 
also hold three 
seats-went along 
with Morgan 
Guaranty. Zobel, 
with negotia- 
tions for his own 
new investments 
nearing conclu- 
sion, decided to 
retire early (his 
term was due to 


end in 1987). It is expected that Zobel 
de Ayala will be the new BPI chair- 
man. 

Zobel's chairmanship of IDB repre- 
sents a relationship with Brunei that 
goes beyond playing polo with the Sul- 
tan. Ayala was the main contractor in 
the construction of the Sultan's new 
palace, and both Zobel personally and 
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nent position in banking and monetary 
policymaking. 

Itis not known yet whether Yu might 
be forced to step down as well because 
of the Tenth Credit crisis. But this is 


Hsu; Loh; Tsai Chen-chou: financial crisis. 


political heat for Yu Kuo-hwa,” said a 
local banker. 

Still, few tears are being shed for 
Hsu, though one foreign banker com- 
mented that he was a.supporter of the 
process of opening up Taiwan's domes- 
tic economy to greater outside compet- 
ition. Other observers pointed to sev- 
eral developments in the past nine 
months which also aroused criticism of 
his performance, particularly the gov- 
ernment's response to three coal-mine 
disasters that took 270 lives, and the 
collapse of a proposed Toyota joint- 
venture car plant. 

Hsu is unlikely simply to fade from 
the scene. Now that he has stepped 
down, praise for his "strong sense of 
responsibility" is being heard from 
numerous government officials. If he 
were to keep quiet for several months 
and then reappear as, for example, the 





certain to add to the discontent with 
his stewardship in some government 
and business circles, widely rumoured | next chairman of Taiwan Power Co 

since he was named premier in May | after the current head L. K. Chen re- 
1984. "It's clear that Hsu is taking the | tires, nobody would be surprised. D 








BPI have provided equity (and in BPI's 
case, management) for IDB since its in- 
corporation in 1980. 

Although IDB's capital base remains 
small, at US$10 million, it is expected 
to play a role in the Sultan's growing 
financial exposure abroad during the 
next few years. Sources say that with 
the Sultan’s approval, BPI sold its 
equity stake, mostly to Japan's largest 
oank, Dai-Ichi Kangyo, which will 
»wn 20% of IDB. Dai-Ichi's participa- 
don is expected to provide IDB with 
nore chances to work on projects in 
which Japanese companies are in- 
7olved. Zobel, via Ayala International, 
vill hold 20% of the equity, while the 
Sultan's sister, Princess Rashidah, 
ilong with the royal family's QAF In- 
restments, will hold the majority 
itake. 


obel, sources say, expects the bank 

to concentrate initially in compet- 
ng locally with the eight other, mostly 
oreign, commercial banks in Brunei. 
Vithin a year, the management hopes, 
DB's first overseas branch office will 
pen in either Singapore or Kuala 
sumpur. The new management also 
iopes that Brunei Government depo- 
its will provide a sound basis for 
rowth outside Brunei. Brunei is cur- 
ently assessing its medium-term 
evelopment strategy, and IDB hopes 
or a role in project implementation, 
10ugh ‘sources admit this will take 
me. 

Ayala: International's 50-50 joint 
enture with Merrill Lynch MLAI will 
e anew company dealing in securities 
nd financial intermediation includ- 
ig loan syndication, in effect taking 
ver Merrill Lynch's Asian network. 
o-chairmen of the new company will 
e Zobel and Charles Ross, chairman 
t Merrill Lynch International. The 
anaging director will be Eduardo 
ichauco, a former BPI director. 
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While Merrill Lynch will maintain | ties, which has been less than success- 
accounts it already has, any new ac- | ful, Merrill Lynch sources sav, because 
counts will be handled by MLAI. Mer- | its partners were intent on tapping 
rill Lynch believes merging with Zobel | largely Chinese investors at a time 
will give it increased contacts among | when Hongkong property values were 
Asian investors; previously it has | on the skids. With Zobel's contacts 


mostly dealt with US interests invest- | strong in Malaysia, Indonesia and 
ing in Asia. Merrill Lynch already tried | Taiwan, and now Brunei, Merrill 
a joint operation with Fung King-hey | Lynch hopes it wil have a stronger 
| of Hongkong's Sun Hung Kai Securi- | basis for expansion o 





1,057 rooms, 27 restaurants and 
bars, business center, health 
club, swimming pool, department 
store, shopping mall, amusement 
center, convention and trade ex- 
hibition facilities. 


FOR RESERVATION, CONTACT 
* Cardinal Hotel Booking 
Service-Hong Kong. Tel 
5-246178; 


* Noah's Ark Intrnational Inc 
Japan Tel. 03-508-9256 


PERM 
ASIAWORLD PLAZA HOTEL [+] TAIPEI 
An Americana Hotel Affiliate 


100 Tun Hwa North Road, Taipei. Taiwan R.O,C. Tet: 715-0077 Telex. 26299 C 
in the U.S., toll tree, 800-228-3278 
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Wheelock Marden even before his takeover bid is successful 


By Philip Bowring and Gavin Turner in Hongkong 


Nc policy or the 
poisoned-shrimp gambit are well 
enough known defences against un- 
welcome takeover bidders. But Sir 
Yue-kong Pao and his Hongkong & 
Kowloon Wharf & Godown Co. seem to 
have invented a new offensive tactic in 
their attempt to win control of 
Wheelock Marden (WM) at the lowest 
net cost: the Fifth Column uprising. 
While Pao's takeover forces have 
continued their advance towards a 


— Wheelock voting majority and victory 
ever rival bidder, Khoo Teck Puat of 


Singapore, a Fifth Column has been 
busy inside the WM board. Even if it 
has not actually been trying to scuttle 
long-leaking quoted shipping sub- 
sidiary Wheelock Maritime Interna- 
tional (WMI), it has turned off the 
pumps. If WMI does not sink it will be 
no thanks to the parent. But the tactic 
could yet rebound on WM and Pao. 

On 6 March the WM board an- 
nounced it would not provide any fi- 
nancial assistance to WMI, leaving the 
subsidiary entirely at the mercy of its 
long-suffering bank creditors. The 
reason given to creditors for this shock 
decision was that an injection could 
have been in contravention of the 
Takeover Code. This prohibits an of- 
feror company from entering into con- 
tracts other than in the ordinary course 
of business. However, this seemed 
more an excuse than a reason. The 
amount of money immediately re- 
quired by WMI did not amount to a 
major injection. It is believed to have 
asked for less than US$500,000 in 
working capital. Nor is the code rigid. 
There is provision for waivers to be 
made on request where special cir- 
cumstances arise. 

The decision to cut off WMI was 
clearly a victory for the board faction 
led by John Cheung, who comes from 
the property side of WM and has al- 
ready sold out to the Pao camp, over 
the Marden faction which has always 
run the shipping side. 

The development left banks, which 
include Bank of America, Lloyds In- 
ternational, Banque Nationale de 
Paris and Marine Midland, irate. Two 
banks have a lawyer working to show 
that WMI, and two quoted shipping as- 
sociates of WM, Allied Investors and 
Beauforte Holdings, had all along been 
run as a single entity as the WM 
group's shipping division, and that the 
WM board cannot simply wash its 
hands of them now. (Allied is 49% 
owned by WM and Beauforte 66% by 
Allied.) If this contention proved to 
have any legal validity it could make 
Pao's calculations of WM's real worth 
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go astray. Having written off its in- 
vestment in WMI, WM admits addi- 
tional liability of only HK$55 million 
(US$7.05 million). China, too, may be 
concerned. The Dalian yard of its 
China State  Shipbuilding Corp. 
(CSSC) is building two ships for WMI. 

The Pao camp, which now appears to 
have the support of the majority of the 
WM board, seems anxious to avoid, 
after a takeover, having to put more 
money into WMI, either directly or by 
buying its ships off it, The last thing 
Pao seems to want now is more ships in 
his World-Wide empire. Nor would he 
like the loss of face involved in being 
directly responsible for WMI's liquida- 
tion. At the very least, the WM decision 
to abandon WMI (which had already 
been written off in the books) may 
mean that lender banks put it into 
liquidation or grant it a stay of execu- 
tion, from which WM itself, as control- 
ling shareholder, might ultimately 





benefit. WMI's debts are believed 
to be some HK$150 million. It directly 
owns 11 ships, of which seven are in 
the spot market, and has a 50% interest 
in nine others. The joint venture with 
Pao, World-Wide Wheelock, has sold 
all its ships. 


E or WM to dispose of the WMI prob- 
lem may be easier said than done. 
The banks are angry. They say they 
have taken a kindly attitude towards 
WMI since it was teetering on the edge 
of collapse in 1983. One says it was 
threatened with loss of other Wheelock 
group deposits in 1983 if it were not ac- 
commodating to WMI. 

At that time, WMI's own hopes of a 
major loan injection from Realty Deve- 
lopment Corp., the cash-rich quoted 
property subsidiary of WM, were 
dashed by shareholder resistance. It 
did get US$4 million from its own par- 
ent but its situation remained dicey 
until it pulled off a barter deal with 
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been bout its survival. 

S ers say they may be able 
to sh t ships have been shuffled 
around;to the’ disadvantage of WMI 
and advantage of WMI associate 


Allied and its subsidiary Beauforte. 
Allied is not only perfectly solvent — it 
owns 11% of WM — but is also the ob- 
ject of a conditional bid from the Pao 
camp. In 1983, WMI bought a newly 
built bulk carrier from Beauforte, giv- 
ing the latter an extraordinary profit 
of HK$10 million and enabling it to pay 
a special cash bonus. The vessel was 
similar. to'others which WMI was then 
selling. Furthermore, its charter ex- 
pired soon after and it isnow trading in 
the very depressed spot market. Mean- 
while, also in 1983, WMI sold to Allied 
a bulker with a favourable medium- 
term charter. Part payment was re- 


| demption of an unsecured loan Allied 


had made to WML. If the ship had been 
sold outside the group, WMI could 
have kept all the proceeds. 

Whatever may have been the logic 
behind these moves — and they might 
have been to protect Allied and 
Beauforte should WMI go under — 
they were made by the same people. 
Four out of six Allied directors and five 
out of seven on the Beauforte board are 
directors of WMI (and of WM). If the 
ship trades within the group were not 
arms-length transactions and were 
aimed to benefit Allied and Beauforte, 
the creditors may have a case against 
these companies. 

WMISs survival now probably de- 
pends on whether accountants Ernst 
and Whinney, who have been ap- 
pointed to report on its cash-flow situ- 
ation and earnings prospects, can find 
enough optimism to convince the cred- 
itors to stay aboard. 

Further complicating. the picture 
could be the status of Rex Shipping, é 
private company which is believed tc 
be owned by John Marden. It own: 
three ships and is believed to have tw« 
on order from CSSC in Guangdong. 

While the shipping picture is con- 
fused, to say the least, the bids are 
otherwise moving ahead. The Pac 
camp tried a pre-emptive strike by 
asking the Takeover Panel for WM 
board representation to reflect- it: 
stake — implying that the boarc 
majority was already willing to invite 
them aboard. This was rejected a: 
favouring one bidder, and might have 
caused Khoo to abandon the chase. 

Allied shareholders are to vote or 
giving their board power, subject to re 
commendations of outside adviser 
Baring Brothers, to sell their own WN 
stake. This may speed up the outcom: 
but will not alter it. Pao will get contro 
unless Khoo increases his offer. Giver 
the confusion over WMI and' à weal 
trend in the stockmarket, Khoo may b 
thankful that he has not done so.  [ 
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For many years now Review readers have become accustomed 
to the annual Focus on Banking published every year in April and 
this year is no exception. How safe a haven is Asia for the multi 
national banks still licking their Latin American wounds — 
particularly the Philippines, South Korea, Malaysia and India. 


Will Asia’s banks, relatively unscathed from recession, have to 
brace against a widely predicted new US recession next year? 
What exciting challenges for the future will emerge from the 
floodtide of banking liberalisation and China’s Four 
Modernisations? 


To answer these and many other questions, the Review’s highly 
skilled team of staff writers plus contributors from the Banking 
industry will analyse Asian banking in 1985 and beyond. 


As the world’s premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 





In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW ! 
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continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Banking by 
contacting: 


| 
| 





Ms Elaine Goodwin n 
General Sales Manager E 2 
Far Eastern Economic Review Ltd E a -" 
G P O Box 160 an, = | 
Hong Kong 


| 


| BANKING 84 | 


„FAULTY TOWERS | 





The Choice of Authority 


R EASTERN ECONOMIC REVIEW e 21 MARCH 1985 ‘cc 





SPS Te Te ee 


Fa. 


Qo —_ 
"s 
o-« = + 





Slowed 


"y è j a 
ere OT = 





; a I i 


À 


n 
LÁ 
d p | MT 
* F - 
LI 
ary“ 
"i Ew.I-* "nu 
l te a 
, i 
P. i 
, " 
a 


fes 
e 
| 
4 


221 
>. BrE 
s Ks . 
but. umm 
| 


Several units of Hongkong’s top banking group show better 
results for 1984, despite the impact of a strong currency 


By Elizabeth Cheng in Hongkong 


p rofit growth for the Hongkong and 
Shanghai Banking Corp. (HSBC) 
slowed to 4% in calendar 1984 as earn- 
ings climbed to HKS$2.59 billion 
(US$332 million), less than the nearly 
6% gain in the previous year but gener- 
ally in line with the dull performance 
of the banking sector last year. Be- 
cause of undisclosed transfers of earn- 
ings to inner reserves, a normal prac- 
tice for banks in Hongkong, the true 
profit figure is obscured. 

The low profit growth was partly at- 
tributed to foreign-exchange factors, 
namely, the strength of the Hongkong 
dollar as a result of its link to the US 
dollar. An example of this impact, 
chairman Michael Sandberg said, was 
the performance of HSBC's subsidiary, 
the British Bank of the Middle East; 
here the improvement was 30% in 
sterling te&ms but after conversion into 
Hongkong dollars, amounted to only 
3%. 


Having diversified extensively over- 
seas, the bank is now more exposed to 
foreign-exchange factors than previ- 
ously when two-thirds of its profits 
were derived locally. Sandberg said 
less than half of the profits now come 
from Hongkong operations. At a press 
briefing to explain the bank’s result 
Sandberg was reticent about the pre- 
sent estimated cost of the bank's con- 
troversial new headquarters, due for 
completion later this year. The cost 
was last revised upwards to HK$5 bil- 
lion, which is more than half the com- 
pany's authorised share capital of 
HK$8 billion. 

Directors are seeking to increase au- 
thorised capital to HK$12 billion by 
creating 1.6 billion more shares at 
HK$2.50 each. Sandberg said the 
reason for this was that with a prop- 
osed one-for-10 bonus issue an- 
nounced along with the profit, issued 
share capital will expand to 3.15 bil- 
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Hongkong Bank: more exposed. 


lion shares, taking it close to the cur- 
rently authorised maximum of 3.2 bil- 
lion units. Directors have recom- 
mended a final dividend of 31 HK cents 
a share, making a total of 46 HK cents, 
which will amount to HK$1.32 billion, 
up 4.6% on the 1983 payout. And they 
foreshadowed maintaining the im- 


COMPANY RESULTS SENE IUD PG LATA. A DIOS UNE 


HK Electric dims 


Utility company Hongkong Electric, 
which has just gone through a change 
of control, announced a 12% drop in 
profits for calendar 1984 to 
HK$618.9 million (US$79.4 million) 
owing to a change in accounting 
treatment of its associate Interna- 
tional City Holdings (ICH). Instead of 
dividend accounting, which had been 
used for the group's interim period, 
the equity accounting of Electric's in- 
terest in ICH adopted by the new 
management has meant an extra- 
ordinary loss of HK$203 million in- 
stead of a gain. 

Otherwise, the group's perform- 
ance has been in line with expecta- 
tions, with turnover increasing 1.2% 
over 1983 to HK$2.88 billion. 

. Leadership of the board recently 
changed as a result of Hutchison 
Whampoa acquiring Hongkong 
Land's 34% stake in Electric. With 
this transaction, property developer 
Cheung Kong's chairman Li Ka- 
shing, who is chairman of ICH and 
Hutchison Whampoa, takes over 
Electric's chair as well. A 10% total 
dividend increase to to 45 HK cents 
belies the group’s overall perform- 
ance. 

ICH itself reported a HK$384 mil- 
lion loss for 1984 compared with a 
HK$73.25 million profit a year ago, 
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largely as a result of provision for the 
diminution in value of properties for 
resale and of land held as fixed assets. 

With increasing signs of a selective 
pick-up in the property sector, Li is 
optimistic that ICH, with its sound 
cash-flow position and absence of 
borrowings, will improve as it takes 
advantage of a further upturn in 
property values. No dividends will be 
paid for 1984. — ELIZABETH CHENG 


Sime Darby up 


Despite only a fractional gain in 
turnover from  M$1.18 billion 
(US$454 million) to M$1.21 billion, 
Sime Darby's interim results for the 
six months ended 31 Dec. 1984 show 
pre-tax profits climbing 21%, to 
M$123 million, with profitability 
again riding on the back of plantation 
earnings. 

Sime's heavy-machinery wing, 
Tractors Malaysia Holdings, re- 
mained bogged down in the stagnant 
business conditions afflicting log- 


ging, mining and public works. Trac- | 
tors Malaysia saw a further drop in | 


pre-tax earnings to M$1.6 million 
(compared to M$5.2 million in the 
comparable 1983 period) and its 
board held out little hope for im- 
provement during the remainder of 
1985. 

By contrast, Sime's plantation arm, 
headed by subsidiary Consolidated 


Plantations, 


chalked up further 


gains. Pre-tax profits rose to M$82.9 
million from M$55.9 million a year 
earlier with significantly higher pro- 
fit available for distribution. Also 
making for better earnings were im- 
proved results from some of Sime's 
overseas operations, especially 
Hongkong. — JAMES CLAD 


Brierley, IEL soar 


Brierley Investments Ltd (BIL), one 
of New Zealand's biggest companies 
in terms of market capitalisation, has 
reported a 122% profit increase for 
the six months to 31 Dec. 1984. After- 
tax earnings totalled NZ$27.7 mil- 
lion (US$12.5 million) for the interim 
period while the full-year profits 


are expected to reach NZ$75-80 mil- 


lion. 

The results reflected the strong 
performance of the group’s Austra- 
lian-based subsidiary, Industrial 
Equity Ltd (IEL). The earnings 
growth was achieved despite a big lift 
in tax to NZ$13.9 million. | 

The Australian arm of the Brierley 


| empire, corporate raider IEL, re- 


corded a net profit of A$15.37 million 
(US$10.6 million) in the half-year to 
31 Dec., a rise of 87% on the compar- 
able period in 1983. Turnover of 
A$521 million came close to the last 
full year's figure of A$617 million, re- 
flecting the fast-changing structure 
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its parent. | Lo 
HSBC's wholly owned merch ant | 
bank, Wardley, reported a 10.6% in- 
crease in profits to HK$83 million for 
1984, despite uncertainties in its major 
markets. Reorganisation of manage- 
ment structure in a number of 
branches and upgrading of services 
have apparently helped to keep nien 
ness at a high level. 























f the group. At the same time IEL/s 
aterest bill leapt to A$26.1 million 
rom A$9.7 million a year earlier. 
Chief executive Russell Goward 
aid main contribitions to IEL’s turn- 
ver came from three subsidiaries: 
:ascade Brewery, Southern Farmers 
woup and the American retailer 
ligbee Co. However, Higbee had not 
ontributed to profit because of pro- 
isions for "future uncertainties." 
— LINDA SANDERS and HAMISH McDONALD 


BS profits drop 

)BS Bank, controlled by the Singa- 
iore Government, posted a 5.9% 
rop in net profits to $$124.33 mil- | 
on (US$54.5 million) in the year 
nded 31 Dec. 1984, the first such - 
ownturn in six years. Although 
arket analysts had predicted a 
rorse performance in light of re- 
uced business expectations and 
ompany failures last year, the group 
iade provisions for bad loans only to 
1e extent of S$66.1 million, down 
9% from the previous year. 

While interest income rose 11%, di- 
idend and other income fell sharply. 
et tangible asset backing a share 
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id adjusted. pital, fell from 51 S 
mts:to:46 S. cents. Total gross di- 
dend. | remained unchanged at 16%. . 
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a * Nervousness set in around Aus- 
alian bours 
f steam on 5 Mar. when the Australian All- 
linaries Index started to slip from its record 


ations arid companies announcing their half- 
results. Bearish news from Wall Street en- 
raged caution and profit-taking, with invest- 


te benefit given to resource stocks had already 
cen reflected in prices. Over the period, the All- 
Ordinaries Index lost 12.2 points to finish at 


» ZEALAND: The market displayed re- 
ible aplomb as events in money markets 
k an unexpected turn, following the New Zea- 
d dollar's float. In the wake of the heavy out- 
w of funds before the float, the local dollar 
ned and domestic interest rates shot up, trap- 
ig punters expensively offshore. Interest rates 
500% overnight and other short-term rates 
skyward. Equity investors remained cool, 
yoking to an early drop in rates. At period's end, 
yare prices were retreating quietly. 


JS$$58,824) level three times. On 11 Mar., the 
iarket saw a 12-year record low value turnover 
P98,000. The mining index appreciated 0.47 of 
point to 706.54 points as a gain in Lepanto 


tes interest rates. Once again, atten- 
| row range of speculative 








red on a narrow rang | 
ith the top 10 volume leaders account- 










E shaves worth M$189.1 million (US$72.7 million) 
were bought during the period. Property-based 
«counters attracted most interest, with recently 
aressuch as Metroplex and € 91 

ie trade. | 





















es, with the recent uptrend running - 
js of slightly less than 800 points. Turnovers | 


low, with interest centring on takeover 


apparently feeling that the recent exchange- 


| Al ' ILA: Interest was so anaemic that the daily - 
lume went below the 10 million-share mark | 
wice, while value failed to reach the P1 million | 


: for nearly 40% of all trade. Some 87.2 million 


aiwar ever, went against the trend with a resounding 3.6% gain, | 
sw record high this year. pp 


SINGAPORE: After a post-Lunar New Year 


rally and a bit of needed correction, the market 
suffered the budget blues with losses across the 


4,662.50 on 11 Mar., down 94.42 points t 
period. Although the Singapore budget tras bee 
called pro-business, investors were apparently 
disappointed that no concessions on profit.or 


board. The Fraser's Industrial Index closed at. 






in the 


property taxes were announced. The decision by - 
Malaysian authorities not to allow new. listings - 


for some time also dampened sentiment and 
those punters who had boosted the market before 
the local budget was announced indulged in pro- 
fit-taking. Trading was heavy with the daily 
average turnover amounting to 20.5 million 
shares. : E 


TOKYO: Trading cooled off on the Tokyo Stock 
Exchange in the period though the special “tok- 
kin” trust funds were highly active, apparently 
in a bid to boost performance before the close of 
the fiscal year on 31 Mar. The Nikkei-Dow Jones 


Average receded to 12,263.85 points on 11 Mar., 


continuing the period's steady decline. Daily 
trading volume averaged 407 million shares. 
Analysts considered the market in an "over- 
bought" position because Nikkei-Dow Jones and 
its 25-day moving average were more than 3% 
apart. Blue-chip electricals began high but 
weakened after a poor showing on Wall Street. 


SEOUL: The market continued its tailspin fol- 


lowing the dismantling of Kukje-ICC. Adding to - 


worries were fresh figurés of lowér-than-expect- 
ed exports and political confrontations, which 
frightened investors. The index fell by 2.24 
points to 133.11, and average daily-trading vol- 
ume rose 2.75 million to 12.48 million. The 
pharmaceuticals and paper manufacturing sec- 
tors did the best on the back of good results, and 
put on 5.82 and 2.39 points, respectively. Elec- 
tronies was the worst performer, falling 7.95 
points — followed by chemicals, down 4.16. 


TAIPEI: The market shifted into high gear with 
a burst of trading activity throughout the period 
that brought average daily transactions to 
NT$1.28 billion (US$32 million), the highest re- 
corded this year. The weighted price index 


climbed smartly as well, closing at 814.82, up. 
28.13 points from the previous period's close. 


With economic and business prospects looking 
bleak in the short and: medium-term, business- 
men are likely to engage in speculative activities 
in the stockmarket, rather than invest in their 
own enterprises. 


BANGKOK: The market gained ground on in- EF 


creasing confidence and closed on a firm note. 


Encouraged by the bullishness of cement and | 
bank stocks, a growing number of investors 
joined the fray. Popular issues included Siam 
Commiercial Bank, IFCT and Siam Citizens Corp. | 
The Book Club Index closed at 127.27, up 1.92: | 


points. Total turnover rose to 1.63 million shares, 
worth Baht 595.7 million (US$21.3 million) or a 





AUSTRALIA} 
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system. 


For real cost benefits and improved 
communications efficiency, you can count on the 
Philips TBX telephone system 

TBX is a high-performance PABX that's 
remarkably cost-effective. Low installation and 
running costs (among the lowest cost per line of 
any system available) are combined with minimal 
maintenance. Quality and reliability are built-in, as 
you d expect from an organisation with the 
international experience and expertise of Philips 











There's a range of systems, varying in size from 
just 16 to as many as 900 extensions. And, of 
course, TBX offers a multitude of user-orientated 





features, which bring you more Savings IN ime | | would ike to know more about Philip TBX t eohoni | 
energy and money systems. Please send me detailed informatie: 
TBX is a modular, open-ended concept, so every aS | 
tem can be built up to meet increasing needs ird m 
ily and inexpensively ganis: | 


Type of business 


ail adds up to better business efficiency 
e the coupon to investigate Philips TBX today 


elligent business communications 


Telecommunicatie Industrie BV adio ius ui eme amb den eu. audi E 
32, 1200JD Hilversum, The Netherlands Telephone (int.) 31.35.89. 91 11. Telex 43712 


No. of emnpioyees 


Address 
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With each of the Minolta zoom copier family, you get the 
choice of 781 individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 


over copying. No longer are you limited to just a few choices 


that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 

"blow up" fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There's virtually no 
limit to the uses you can make of their zoom enlargement/ 


See the EP3502/EP4502/EP5502/EP65047 at these Minolta subsidiaries and distributors: 


Bangladesh Brothers international Lid. National Scout Bhaban, Inner Circular Road. Kokrail, Dhoka, G.P.O. Box No 767 Phone: 400042, 404929 
Hong Kong Minolta Hong Kong Ltd. 47-7! Chatham Road South, Oriental Centre, Kowloon — Phone: 3-676051 

India Methodex System Pvd. Lid 607-8 Meghdoo! 94 Nehru Ploce, New Delhi 110019 Phone. 682475, 682476 

Indonesia P.T. Perdana Nirwana Abadi Co. 67B JL Krekot Raya Jakarta, Pusat Phone: 372609 
Malaysia City Marketing Sdn. Bhd. Wismo Cestel, No. 4 Jalan Kilang. Petaling Jaya, Selangor 


Phone: 571918 















reduction function! 

And to help you even more, the Minolta EP450Z, EP5507 : 
and EP650Z provide Automatic Magnification Selection an 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence anc 
ease. And help eliminate the possibility of making mistake 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficu", 
copy originals. 

The Minolta zoom copier family. Each lets your copy 
capabilities soar with 78] enlargements and reductior 
Which one’s right for your office needs? 








in. TA ZOOM COPIERS 


mareWOZ/EPA50Z/EP550Z/EP650Z 


CO., LTD, Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 


Equipment Ltd. First Floor, Nelson Chambers, ! 1. Chundrigar Road, G P. O Box 680. Karachi- Phone: 214922 
0s Inc. Topros Building. Banawe Cor. Atok St. Quezon City, Metro Manila Phone: 40-06-24. 49-49-21. Loc 6, 9 & 43 
olta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 Phone: 563-5533 


fa Office Machines Corp. 11 FI 75, Sac. 4, Nanking E Road, Taipei Phone: (02) 715-500! MINOLI, \ 
hnical Supply Co. Ltd. 1808-1812 Kasemrat Road. Kiongtoey Bangkok 1010 — Phone: 252-9155 to 7. 233-2064 to 5, 391-0215. 392-7417 





WESTIN HOTELS ASIA 


THE WESTIN CHOSUN 
IN SEOUL 


The Westin Chosun. 
Designed for the business 
traveller in the heart of 
bustling Seoul so you can 
do business where 
business is,and with the 








very evening, as the sun drop 

behind the lush green mountais 
which mark the border with Burm. 
and the Thai flag drops down 
crooked wooden pole at the centre « 
Meungna, huge loudspeakers come 
life. For a few hours they blast eves 
cranny of the village with static-fille 
Thai music and Thai history, as 
pointers on how to be good, law-abit 


ing, king-loving Thai citizens. 
Who is the Thai Government tryi? 
to reach in its remote northern hi 
145 km northwest of Chiang Mai, w 
this patriotism from on high? In t 
main part of the village, the fami 
are Chinese loyal to the Kuomintz 
(KMT). The older people fled Yun 
and other provinces of southern Ch 
when the communists came to pov 
Their children speak the Yunnar 
dialect but they have never seen Ch 
The broadcasts are powerful enc 
to carry well off to one side 





largest guestrooms in the 
city. Business center with 
24-hour telex and 
facsimile service and over 
30 airline offices. Finest 
dining and entertainment 
facilities. 













LISA VERHOVEXK 


THE WESTIN CHOSUN 


Seoul 





m - i pen 
E iMi . 
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Call your travel agent or the Westin Hotel 
in your city or telex K24256 


WESTIN HOTELS ASIA 


THE WESTIN PLAZA 
IN SINGAPORE 


Opening October, 1985 


Westin Hotels proudly Or eee | 

returns to Singapore — See LL n 
with the new Westin Lahu girls in Meungna: different styles. 
Plaza in Raffles City. 
Right in the heart of the 
business centre, With 796 
world«lass rooms and 
suites. The finest 
international cuisines. 
Plus all the amenities 

one expects from a 


Westin Hotel. 


The Westin Plaza — the 
Spirit of Singapore. 
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ALATA AAU 


Meungna, across a stream and up 
small hill to some bamboo huts built | 
the Lahu tribe. The Lahu speak 
dialect and practise an animist re 
gion of their own, and are wary of the 
KMT neighbours in the village. Th 
are also on stiff terms with anoth 
Lahu group half a kilometre up tl 
stream, on the other side of sor 
bushes. The Lahu's biggest problem 
their occasional skirmishes with t! 
Karen who foray into the area fro 
Burma, a few kilometres away. 

In another village a short distance 
the east, things are a little calmer. T! 
Lahu and the Akha have careful 
separated themselves in Nongkhe 
Y but they do get along. Both tribes orig 

nated in the Tibetan highlands, wa 
dered to southern China, and beg: 
migrating to Thailand through Burr 
and Laos around the turn of the ce 
tury. They dress differently, thou; 
both make incredibly colourful andi 
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WESTIN HOTELS 


RAFFLES CITY 
Singapore 


Call your travel agent or the Westin Hotel 
in your city or telex RCHTLS RS 22206 


TOE T VLR ET LL, 


DERE 4444 
tà 107 
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MEUNGNA Į 


tricately designed 
clothes. They wor- 
ship differently. 
They even build 
their houses in dif- 
ferent ways — the 
Akha raise their 
floors well above 
ground and slope 
walls almost like a North American 
jan tepee, while the Lahu prefer 
d mud floors and high ceilings. 
ill, as in Meungna, all the children 
to the same open-air school in a 
aring at the edge of the village. 
ery morning one of them raises the 
ai flag and they all sing the Thai na- 
nal anthem. Then they run off to 
‘ir classrooms, where they must 
sak Thai. 
Che Thai Government, while keep- 
t an eye on the hill country, allows 
th of the tribes there (Karen, Lahu, 
iu, Akha, Mien and Yao are the prin- 
al ones) to maintain its own lan- 
age, religion and customs. The peo- 
'of the hills — at the last count, there 
re more than 400,000 of them in 
95 villages, excluding KMT 
alists — are Thai citizens but they 
: not Thai. 





or the most part the tribes remain 
content to stick to the high ground 
1 to themselves. The most startling 
ng about their villages is how primi- 
e they are. The floors of the houses 
made of mud, roofs are constructed 
whatever is available — thatch, 
leaves, split bamboo, elephant 
"s. 
metimes tribespeople venture into 
' marketplace of Thai towns, or meet 
th Thai traders in the hills to ex- 
inge goods. Bangkok merchants, for 
tance, recognise the Lahu as “kings 
ihe dried chili,” the tribe's principal 
g item. The opium poppy re- 
s a leading commercial crop; not 
eungna but in the northernmost 
nce of Chiang Rai which is part of 
olden Triangle. However, many 
> hill villagers have no use for Thai 
èy; they trade for the silver Indian 
^ which they prize as decoration 
heir clothing. 
ai authorities are most vigilant in 
» such as Meungna where there 
K remnants, who have re- 
d some of their bellicosity. But 
heck up on other villages as well, 
ally through their contacts with 
neadman, whose very selection 
frequently influence. The head- 
— in return for a small monthly 
y — reports to the district office 
s village's activities, assists in col- 
g taxes and even acts as a spokes- 
or the Thai Government. 
— SAM HOWE and LISA VERHOVEK 
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WESTIN HOTELS ASIA 
PHILIPPINE PLAZA 


IN MANILA 


Phili 


WESTIN HOTELS ASIA 


SHANGRI-LA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully equipped Executive 
Centre and Health Club. 
24-hour room service 
Eight fine restaurants 


and lounges. 
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ippine 


Call your trav ment 


in your city of telex ve IA SI 





The Philippine Plaza. On 
historic Manila Bav right 
in the heart of the cit 
Sprawling acr 
tropical park! 
world-class guestroom: 
offering breathtaking 
views of one of the 


CN of 


M^ 


world's greatest sunsets 
dining and entertainmen 
outlets, Extensive 

A x | - 
recreational facilities 
including Asia's most 
spectacular pool. 
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Plaza 
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Bi ShangriLa hotel 
HONG KONG 


Call your travel agent or the We 
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The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the "80s. 


* Only 15 minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 

* Superb international cuisine. 

* On-line computerised advance reservations system 
for guest convenience. 


For reservations, please contact your travel agent 
or the Hong Kong Reservations Office, 


Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 


Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


ET 
Management services provided by {otday Sw. 


International -Asia/Pacific 
Holiday Inn Hotels in Asia 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad 
* Johor Bahru * Kanazawa * Karachi * On The Park Kuala Lumpur * Kuching * Kyoto 
* Madras * Manila * Nagasaki * Nankai-Osaka è Narita * Penang * Royal Singapore 
* Tokyo * Toyohashi * Yokohama * 


DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea 
sure the dynamic quality of i 
publication is to examine thi 
quantity and quality of the ad 
vertising pages it carries. Las 
year, when many publication 
were struggling to maintair 
advertising volume, the Ke 
view carried more advertisin: 
than at any time in its 39-yea 
history. 


More than 600 companie 
from every corner of the globi 
selected the Far Eastern Eco 
nomic Review to promote thei 
message representing even 
major category of industry in 
cluding banking & finance 
travel, high technology, con 
struction & engineering, li 
quor, office equipment, luxun 
products and many, manm 
more. 


As the world's premier publi 
cation on Asian affairs, th: 
Review delivers top decisio! 
makers in business, industry 
government and the profes 
sions more cost effectivel 
than any other publication ir 
Asia. 


To reach the elite, join the elit: 
by advertising in the Far East 
ern Economic Review and joi! 
the Review 600. 


For a composite of every ad 
vertisement carried write, oi 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 
GPO Box 160, Hong Kong 
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RICA’S AIRLINE ACROSS THE PACIFIC 


»u see is a portrait of an American leader. Each of these 747's can fly you nonstop to a different 


1 city. But that's not the whole picturc. After arrival, vou can make Northwest Orient co 


nncectiors 


vy 
»0 US and Canadian cities. With one airline giving you all the destinations vou need, imagine how ~ WAÀ SEOUL NA 
il benefit from Northwest Orient's Free Flight Plan. But why imagine? Give Northwest Orient AKA 
i find out what the #1 airline can do for vou 


r 
a 








tions, call vour travel agent or Northwest Orient. Tokyo (04 1151 


Uu i OSAKA (1M?) M- 4 NE 6C J d | | hu | 
6106/9 Hong Kong 5-217477 Taipei 02-596-595 1-5 Manila 58-27-76/83 Guam 477-777 1/14 Kuala Lut i 
1958/326449/425407 Auckland 794-977 Sydney 204-9719 Karach | 2671 I4 Lan l 
mbavy 211440, 2114351 ( 


alcutta 442047 Madras 044-5 ^ 05 Cok 


le mut de Cartier 
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LUXURY MI kD 
CIGARETTES 





